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EMERGENCY SOLUTIONS CONTRACT

34100
THIS EMERGENCY SOLUTIONS CONTRACT (this "Contract") is made and

entered, in duplicate, as of October 1, 2015 for reference purposes only, pursuant to a

minute order adopted by the City Council of the City of Long Beach at its meeting on August

12, 2014, by and between CENTRO C.H.A. INC., a California nonprofit corporation

("Organization"), with offices located at 1900 Atlantic Avenue, 2nd Floor, Long Beach,

California 90806, 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") for a program to provide emergency housing

and rapid re-housing assistance for homeless individuals and families and homelessness

prevention assistance for individuals and families at risk of homelessness; and

WHEREAS, as part of the 2015 Emergency Solutions Grant Agreement

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

provide emergency housing, rapid re-housing, and homeless ness prevention assistance

to eligible residents of the City who are homeless or at risk of homelessness, and the City

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

WHEREAS, Organization provides emergency housing, rapid re-housing, or

homelessness prevention assistance to eligible residents of the City; and

WHEREAS, City wishes to support these services by providing Emergency

Solutions Grant Program funds; and

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

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

program accountability by the City; and

WHEREAS, Organization agrees to perform these services and provide to

the City the information and supporting documentation required in this Contract;

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

herein, the parties agree as follows:
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EMERGENCY SOLUTIONS CONTRACT

THIS EMERGENCY SOLUTIONS CONTRACT (this "Contract ") is made and

entered, in duplicate, as of October 1, 2015 for reference purposes only, pursuant to a

minute order adopted by the City Council of the City of Long Beach at its meeting on August

12, 2014, by and between CENTRO C. H. A. INC., a California nonprofit corporation

Organization "), with offices located at 1900 Atlantic Avenue, 2nd Floor, Long Beach, 

California 90806, 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 ") for a program to provide emergency housing

and rapid re- housing assistance for homeless individuals and families and homelessness

prevention assistance for individuals and families at risk of homelessness; and

WHEREAS, as part of the 2015 Emergency Solutions Grant Agreement

Grant Agreement ") the City is required to enter into subcontracts with organizations that

provide emergency housing, rapid re- housing, and homelessness prevention assistance

to eligible residents of the City who are homeless or at risk of homelessness, and the City

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

WHEREAS, Organization provides emergency housing, rapid re- housing, or

homelessness prevention assistance to eligible residents of the City; and

WHEREAS, City wishes to support these services by providing Emergency

Solutions Grant Program funds; and

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

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

program accountability by the City; and

WHEREAS, Organization agrees to perform these services and provide to

the City the information and supporting documentation required in this Contract; 

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

herein, the parties agree as follows: 
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2 the Contract.

Section 1. The above recitals are true and correct and are incorporated in
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Section 2.

A. Organization shall provide emergency shelter in conjunction

with essential services to homeless residents of the City, rapid re-housing

assistance to homeless residents of the City, or homelessness prevention

assistance to residents of the City who are at risk of homelessness based on Intake

and Assessment, in accordance with Attachment "A" entitled "Statement of Work",

Attachment "B" entitled "Budget", Attachment "C" entitled "Compliance with Federal

Regulations", Attachment "0" entitled "Office of Management Budget ("OMB")

Uniform Administrative Requirements, Cost Principles, and Audit Requirements for

Federal Awards", 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

Accountabil,ity 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 reference, and the Long Beach Continuum of Care Grants

Guidelines, which has been separately provided to Organization and incorporated

by this reference.

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

procedures, rules and regulations established by HUD and sources including but

not limited to the OMB Circulars, Code of Federal Regulations ("CFR"), United

States Codes, Long Beach Continuum of Care Grants Guidelines, this Contract, the

City of Long Beach Consolidated Plan, the City's contract with HUD for the funds

dispersed under this Contract, the Request for Proposal ("RFP"), Organization's

proposal in response to the RFP, and all Information Bulletins issued by the City's

2
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II the Contract. 

Section 1. The above recitals are true and correct and are incorporated in

Section 2. 

A. Organization shall provide emergency shelter in conjunction

with essential services to homeless residents of the City, rapid re- housing

assistance to homeless residents of the City, or homelessness prevention

assistance to residents of the City who are at risk of homelessness based on Intake

and Assessment, in accordance with Attachment "A" entitled " Statement of Work ", 

Attachment "B" entitled " Budget ", Attachment "C" entitled " Compliance with Federal

Regulations ", Attachment " D" entitled " Office of Management Budget ( " OMB ") 

Uniform Administrative Requirements, Cost Principles, and Audit Requirements for

Federal Awards ", 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 reference, and the Long Beach Continuum of Care Grants

Guidelines, which has been separately provided to Organization and incorporated

by this reference. 

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

procedures, rules and regulations established by HUD and sources including but

not limited to the OMB Circulars, Code of Federal Regulations ( "CFR "), United

States Codes, Long Beach Continuum of Care Grants Guidelines, this Contract, the

City of Long Beach Consolidated Plan, the City's contract with HUD for the funds

dispersed under this Contract, the Request for Proposal ( "RFP "), Organization' s

proposal in response to the RFP, and all Information Bulletins issued by the City' s
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Department of Health and Human Services, Homeless Services Division. In

addition to and without in any way limiting the foregoing, Organization shall comply

with all laws and regulations set forth in 24 CFR Part 576.

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

beginning on October 1, 2015 and ending at September 30, 2016, including an additional

3-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, in-kind and/or cash match at

a dollar for dollar rate of funds received from the City under this Contract as required

by 24 CFR 576, and mainstream resources. 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 Forty-Four Thousand Dollars ($44,000) over the term

of this Contract. Upon execution of this Contract, the City shall disburse the 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 adjustments shall not cause the amount of the total budget

stated in Attachment "8" to be exceeded.

D. Organization shall prepare quarterly invoices and submit them

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

3
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Department of Health and Human Services, Homeless Services Division. In

addition to and without in any way limiting the foregoing, Organization shall comply

with all laws and regulations set forth in 24 CFR Part 576. 

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

beginning on October 1, 2015 and ending at September 30, 2016, including an additional

3 -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, in -kind and /or cash match at

a dollar for dollar rate of funds received from the City under this Contract as required

by 24 CFR 576, and mainstream resources. Further, Organization shall maintain

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

services under this Contract. 

B. Total disbursements made to Organization under this Contract

by the City shall not exceed Forty -Four Thousand Dollars ($ 44, 000) over the term

of this Contract. Upon execution of this Contract, the City shall disburse the 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 "B ". 

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

Attachment "B" 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 " B "; provided, 

however, that such adjustments shall not cause the amount of the total budget

stated in Attachment "B" to be exceeded. 

D. Organization shall prepare quarterly invoices and submit them

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

3
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provided services. Organization shall attach cancelled checks and other

documentation supporting the charges and the amount of required matching funds

to each invoice. Invoices shall also show units of service and costs identified in

Attachment "8". Failure to submit an invoice and its accompanying documentation

within the 15-day period may result in late payment or no payment from the City.

Submission of incorrect invoices with ineligible/inallocable expenses or inadequate

documentation shall result in a Disallowed Cost Report. The Disallowed Cost

Report was created to provide detail to Organization for the purpose of

communicating disallowed costs due to reasons of insufficient source

documentation, ineligible expenses, exceeded line items, and similar reasons. In

the event that an item is disallowed in the invoice, Organization will be permitted to

resubmit the disallowed costs along with adequate source documentation, other

eligible expenses, and the like in the next invoice. 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. Organization shall prepare quarterly reports and submit them

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

provided services.

F. 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.

G. No later than fifteen (15) days after the completion of each

twelve-month period ("Operational Year") during the term of this Contract,

Organization shall submit to the City a final invoice, scope of work, CAPER and APR

certified by one of Organization's officers or by its Executive Director. The City

4
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reserves the right to refuse payment of any outstanding invoice if Organization fails

to submit a final invoice or final reports within fifteen (15) 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 fifteen (15) 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

final reports within fifteen (15) 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

pending satisfactory completion of an audit, as determined by the City in its sole

discretion, or Organization's cure of a breach of or noncompliance with this Contract,

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

or noncompliance 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

5
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reserves the right to refuse payment of any outstanding invoice if Organization fails

to submit a final invoice or final reports within fifteen ( 15) 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 fifteen ( 15) 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

final reports within fifteen ( 15) 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

pending satisfactory completion of an audit, as determined by the City in its sole

discretion, or Organization' s cure of a breach of or noncompliance with this Contract, 

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

or noncompliance 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
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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

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 $750,000 or more in Federal funds in an

Operational Year, then Organization shall submit an audit report to the City in

accordance with OMB Super Circular no later than thirty (30) days after receipt of

6
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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

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 $750,000 or more in Federal funds in an

Operational Year, then Organization shall submit an audit report to the City in

accordance with OMB Super Circular no later than thirty ( 30) days after receipt of
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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 $750,000 in Federal grant funds in an Operational Year, submission of the

audited financial statement is optional.

Section 6.

A. Organization will maintain the confidentiality of records

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

treatment services through the project.

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

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

person responsible for the operation of such project.

C. Organization will establish policies and practices that are

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

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

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

services to individuals and families experiencing homelessness.

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

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

7
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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 $ 750, 000 in Federal grant funds in an Operational Year, submission of the

audited financial statement is optional. 

Section 6. 

A. Organization will maintain the confidentiality of records

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

treatment services through the project. 

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

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

person responsible for the operation of such project. 

C. Organization will establish policies and practices that are

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

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

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

services to individuals and families experiencing homelessness. 

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

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
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discriminate against any employee or applicant for employment because of race,

religion, national origin, color, age, sex, sexual orientation, gender identity, AIDS,

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; lay-off or termination; rates of payor other forms of compensation; and

selection for training, including apprenticeship.

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

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

employment, employment advertisements, application forms and other pertinent

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

fair employment practices provisions of this Contract.

Section 8.

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

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

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

prescribed herein. 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,

8
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discriminate against any employee or applicant for employment because of race, 

religion, national origin, color, age, sex, sexual orientation, gender identity, AIDS, 

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; lay -off or termination; rates of pay or other forms of compensation; and

selection for training, including apprenticeship. 

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

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

employment, employment advertisements, application forms and other pertinent

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

fair employment practices provisions of this Contract. 

Section 8. 

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

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

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

prescribed herein. 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, 
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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 herein or any portion hereof, without the prior

written consent of 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. Organization shall indemnify and hold harmless the City, its

Boards, Commissions, and their officials, employees and agents (collectively in this Section

"City") against any and all liability, claims, demands, damage, causes of action,

proceedings, penalties, loss, costs and expenses (including attorney's fees, court costs,

and expert and witness fees) (collectively "Claims" or Individually "Claim") arising, directly

or indirectly, out of any negligent act or omission of Organization, its officers, employees,

agents, subcontractors or anyone under Organization's control (collectively "Indemnitor"),

breach of this Contract by Organization, misrepresentation or willful misconduct by

Indemnitor, and Claims by any employee of Indemnitor relating in any way to workers'

compensation. Independent of the duty to indemnify and as a free-standing duty on the

part of Organization, Organization shall defend the City and shall continue such defense

until the Claim is resolved, whether by settlement, judgment or otherwise. Organization

shall notify the City of any Claim within ten (10) days. Likewise, the City shall notify

Organization of any Claim, shall tender the defense of such Claim to Organization, and

shall assist Organization, as may be reasonably requested, in such defense.

Section 11.

A. Organization shall procure and maintain at Organization's

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

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

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

damage to property that may arise from or in connection with the performance of
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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 herein or any portion hereof, without the prior

written consent of 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. Organization shall indemnify and hold harmless the City, its

Boards, Commissions, and their officials, employees and agents (collectively in this Section

City ") against any and all liability, claims, demands, damage, causes of action, 

proceedings, penalties, loss, costs and expenses ( including attorney's fees, court costs, 

and expert and witness fees) ( collectively "Claims" or Individually " Claim ") arising, directly

or indirectly, out of any negligent act or omission of Organization, its officers, employees, 

agents, subcontractors or anyone under Organization' s control ( collectively " Indemnitor "), 

breach of this Contract by Organization, misrepresentation or willful misconduct by

Indemnitor, and Claims by any employee of Indemnitor relating in any way to workers' 

compensation. Independent of the duty to indemnify and as a free - standing duty on the

part of Organization, Organization shall defend the City and shall continue such defense

until the Claim is resolved, whether by settlement, judgment or otherwise. Organization

shall notify the City of any Claim within ten ( 10) days. Likewise, the City shall notify

Organization of any Claim, shall tender the defense of such Claim to Organization, and

shall assist Organization, as may be reasonably requested, in such defense. 

Section 11. 

A. Organization shall procure and maintain at Organization' s

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

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

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

damage to property that may arise from or in connection with the performance of
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this Contract by Organization, its agents, representatives, employees, volunteers or

subcontractors.

1. Commercial general liability insurance (equivalent in

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

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

($2,000,000) general aggregate. Such coverage shall include but not be

limited to broad form contractual liability, cross liability, independent

contractors liability, and products and completed operations liability. The

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

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

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

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

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

Commissions, 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
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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 10 93) in an amount not less

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

2, 000, 000) general aggregate. Such coverage shall include but not be

limited to broad form contractual liability, cross liability, independent

contractors liability, and products and completed operations liability. The

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

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

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

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

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

Commissions, 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

10
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1 Organization who sign as the maker of checks or drafts or in any manner

2 authorize the disbursement or expenditure of said funds.

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

4 Organization's Commercial General Liability insurance shall not exclude coverage for

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

coverage, it can request a waiver of this coverage from the City. The City's Risk Manager

will consider waiving the requirement if Organization can demonstrate to the satisfaction of

the City's Risk Manager that Organization has no exposure, that the coverage is

unavailable or that the coverage is unaffordable. If a request for a waiver is desired,

Organization must submit a signed document on Organization's letterhead to the Director

of the City's Department of Health and 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 Commissions, 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

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

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

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

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

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

24 voided by the insurer or cancelled by the insured.

25 C. Organization shall require that all contractors and

26 subcontractors that Organization uses in the performance of services under this

27 Contract maintain insurance in compliance with this Section unless otherwise

28 agreed in writing by the City's Risk Manager or his/her designee.
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Organization who sign as the maker of checks or drafts or in any manner

authorize the disbursement or expenditure of said funds. 

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

Organization' s Commercial General Liability insurance shall not exclude coverage for

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

coverage, it can request a waiver of this coverage from the City. The City' s Risk Manager

will consider waiving the requirement if Organization can demonstrate to the satisfaction of

the City's Risk Manager that Organization has no exposure, that the coverage is

unavailable or that the coverage is unaffordable. If a request for a waiver is desired, 

Organization must submit a signed document on Organization' s letterhead to the Director

of the City's Department of Health and 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 Commissions, 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. 
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D. Prior to the start of performance or payment of first invoice,

Organization shall deliver to the City certificates of insurance and required

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

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

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

Organization, shall, within thirty (30) days prior to expiration of the insurance

required herein, furnish to the City certificates of insurance and endorsements

evidencing renewal of such 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 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 required herein 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 homeless individuals for not less

than three (3) years or, if the grant funds will be used for major renovation or

conversion of the building, for not less than ten (10) years, according to a written

determination delivered to Organization by the City, and such determination shall
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D. Prior to the start of performance or payment of first invoice, 

Organization shall deliver to the City certificates of insurance and required

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

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

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

Organization, shall, within thirty ( 30) days prior to expiration of the insurance

required herein, furnish to the City certificates of insurance and endorsements

evidencing renewal of such 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 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 required herein 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 homeless individuals for not less

than three ( 3) years or, if the grant funds will be used for major renovation or

conversion of the building, for not less than ten ( 10) years, according to a written

determination delivered to Organization by the City, and such determination shall

12
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state when the applicable period of time shall commence and terminate.

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

will be used for essential services, maintenance, operations and/or homeless

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

homeless individuals during the term of this Contract.

C. Organization shall comply with all requirements of the City's

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

renovations using grant funds.

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

Development Services Department 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

emergency shelters, rapid re-housing, or homelessness prevention assistance

pursuant to 24 CFR 576, 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 its 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
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state when the applicable period of time shall commence and terminate. 

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

will be used for essential services, maintenance, operations and /or homeless

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

homeless individuals during the term of this Contract. 

C. Organization shall comply with all requirements of the City's

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

renovations using grant funds. 

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

Development Services Department 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

emergency shelters, rapid re- housing, or homelessness prevention assistance

pursuant to 24 CFR 576, 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 its 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

13
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emergency shelter and related services on the basis of religion and

will not limit such services or give preference to persons on the basis

of religion;

(c) provide religious instruction or counseling,

conduct religious worship or services, engage in religious

proselytizing, or exert other religious influence in the provision of

services or the use of facilities and furnishings;

3. In the portion of the facility used as an emergency

shelter 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 Emergency Solutions

Grant 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
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emergency shelter and related services on the basis of religion and

will not limit such services or give preference to persons on the basis

of religion; 

c) provide religious instruction or counseling, 

conduct religious worship or services, engage in religious

proselytizing, or exert other religious influence in the provision of

services or the use of facilities and furnishings; 

3. In the portion of the facility used as an emergency

shelter 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 Emergency Solutions

Grant 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
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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 symbols.

A religious or faith-based organization retains its authority over

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

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

references in its organization's mission statements and other governing

documents.

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

providing program assistance, discriminate against a program beneficiary or

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

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 individuals and/or families who are
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prose lytization. 

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 symbols. 

A religious or faith -based organization retains its authority over

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

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

references in its organization' s mission statements and other governing

documents. 

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

providing program assistance, discriminate against a program beneficiary or

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

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 individuals and /or families who are
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Section 14. The City shall facilitate the submission of all reports required by

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

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

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

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

28 grant funds, requests for changes to Organization's budget, requests for changes to
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homeless with assistance in obtaining:

1. Appropriate supportive services, including transitional

housing, permanent housing, physical health treatment, mental health

treatment, counseling, supervision and other services essential for achieving

independent living; and

2. Other Federal, State and local private assistance

available for such individuals, including mainstream resources.

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

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

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

by HUD.

J. Organization shall execute a Certification Regarding

Debarment in the form shown in Attachment "F".

K. Organization shall execute a Certification Regarding Lobbying

in the form shown in 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.
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homeless with assistance in obtaining: 

1. Appropriate supportive services, including transitional

housing, permanent housing, physical health treatment, mental health

treatment, counseling, supervision and other services essential for achieving

independent living; and

2. Other Federal, State and local private assistance

available for such individuals, including mainstream resources. 

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

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

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

Me: lI

J. Organization shall execute a Certification Regarding

Debarment in the form shown in Attachment "F" 

K. Organization shall execute a Certification Regarding Lobbying

in the form shown in 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

I violation. 

Section 14. The City shall facilitate the submission of all reports required by

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

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

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

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

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

16
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19

20

21

22

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

2 Technical Submission.

3 Section 15. All notices required hereunder shall be in writing and personally

4 delivered or deposited in the U.S. Postal Service, certified mail, return receipt requested,

5 to the City at 2525 Grand Avenue, Long Beach, California 90815 Attn: Homeless Services

6 Officer, and to Organization at the address first stated above. Notice shall be deemed

7 given on the date personal delivery is made or the date shown on the return receipt,

8 whichever is earlier. Notice of change of address shall be given in the same manner as

9 stated for other notices.

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

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

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

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

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

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

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

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

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

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

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

oral or written, with respect to the subject matter herein. This Contract shall not be

amended, nor any provision or breach hereof waived, except in writing by the parties that

23 expressly refers to this Contract.

24 Section 19. The acceptance of any service or payment of any money by the

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

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

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

28 Section 20. This Contract shall be governed by and construed pursuant to '
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Organizations' application for grant funds and requests for changes to Organization' s

I Technical Submission. 

Section 15. All notices required hereunder shall be in writing and personally

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

to the City at 2525 Grand Avenue, Long Beach, California 90815 Attn: Homeless Services

Officer, and to Organization at the address first stated above. Notice shall be deemed

given on the date personal delivery is made or the date shown on the return receipt, 

whichever is earlier. Notice of change of address shall be given in the same manner as

stated for other notices. 

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

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

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

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. 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 19. 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 20. This Contract shall be governed by and construed pursuant to
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the laws of the State of California without regard to conflicts of law principles.

Section 21. In the event of any conflict or ambiguity between this Contract

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

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

formalit~es required by law as of the date first stated above.

CENTRO C.H.A. INC., a California
nonprofit corporation

__________ , 2015 By _
Name _
Title _

"Organization"

_--L..J....I,-..IiJ~:J--=.r-_- __ ,2015
l

CITY OF LONG BEACH, a municipal

::por~t?f{~_
City Manager

"City"

This Contract is approved as to form on ---!1,....,J1L,L-/...l1_7L-. __ , 2015.
I

CHARLES PAR~~, City

By ~~--"-~~~~ _
Deputy
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the laws of the State of California without regard to conflicts of law principles. 

Section 21. In the event of any conflict or ambiguity between this Contract

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

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

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

12015

12015 By— 
Name

Title

Organization" 

CITY OF LONG BEACH, a municipal

corpor trod/ 
i

S 12015 BY
City Manager

City" 

This Contract is approved as to form on / ? , 2015. 
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City of Long Beach
Emergency Solutions Grant (FY 2015)

Scope of Work - Homelessness Prevention Project

Agency: Centro CHA

Project Name: 2014-2015 Centro CHA Emergency Solutions Grant

Program Objective: Centro CHA will deliver services to the hardest-to-serve populations. Cento CHA's
services will include case management and stabilization services including intake and assessment, job
training/certification assistance, information and assistance to enroll in educational and vocational training
programs, and workshops. Additionally, Centro CHA will provide homeless prevention services in the
form of financial assistance payments and linkages to other community-based organizations to facilitate
any landlord-tenant disputes and/or eviction proceedings. Financial assistance payments will be made to
third parties (Le. property owners, utility companies) on behalf of eligible clients, and will be limited to the
following: 1. Short-term subsidies to defray rent and utility arrearages for families that have received
eviction or utility termination notices and 2. Security deposits or first month's rent to permit a homeless
family/individuals to move into their own apartment.

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

The agency will participate in community outreach and engagement activities and link participants to the
broader base of CoC programs and services. The agency will participate in the Long Beach CoC
Centralized and Coordinated Assessment System through the Multi-Service Center, which coordinates
intake, assessment, and provision of referral services.

Target Population

The populations to be served are individuals and families with children who have language and cultural
barriers to access homeless prevention services, are at imminent risk of becoming homeless, and are
below 30% of the Area Median Income. We will place a special emphasis providing services to at-risk,
disadvantaged and under-served families who may not otherwise have access to human services. Of
special concern are women and their children in need of protection, foster care or adoption and families in
need of crisis intervention or reunification. Our programs address the needs of individuals and families
who have experienced one or more of the following: Abuse or neglect, family disruption, crisis or conflict,
domestic violence, mental health problems, substance abuse, formally incarcerated, job loss or other
challenges and hardships of life.

Outcomes/Performance Measures
Universe # Target # Target %

(Unduolicated\

Persons exiting to permanent housing
1 . (subsidized or unsubsidized) during the 195 137 70%

operating period.

Persons age 18 and older who increased their
2 total income (from all sources) as of the end of 75 53 70%

the operating year or at program exit.

Note: Universe number for Outcome 1 reflects the total number of participants (adults and children) to be served during contract period.
Universe number for Outcome 2 reflects the total number of adults (persons 18 and older) to be served during contract period.q~.AATTACHMENT ••.••.••..•.••..•.
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City of Long Beach
Emergency Solutions Grant (FY 2015) 

Scope of Work - Homelessness Prevention Project

Agency: Centro CHA

Project Name: 2014 -2015 Centro CHA Emergency Solutions Grant

Program Objective: Centro CHA will deliver services to the hardest -to -serve populations. Cento CHA's

services will include case management and stabilization services including intake and assessment, job
training /certification assistance, information and assistance to enroll in educational and vocational training
programs, and workshops. Additionally, Centro CHA will provide homeless prevention services in the
form of financial assistance payments and linkages to other community -based organizations to facilitate
any landlord- tenant disputes and /or eviction proceedings. Financial assistance payments will be made to
third parties ( i. e. property owners, utility companies) on behalf of eligible clients, and will be limited to the
following: 1. Short -term subsidies to defray rent and utility arrearages for families that have received
eviction or utility termination notices and 2. Security deposits or first month' s rent to permit a homeless
family /individuals to move into their own apartment. 

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

The agency will participate in community outreach and engagement activities and link participants to the
broader base of CoC programs and services. The agency will participate in the Long Beach CoC
Centralized and Coordinated Assessment System through the Multi- Service Center, which coordinates

intake, assessment, and provision of referral services. 

Target Population

The populations to be served are individuals and families with children who have language and cultural

barriers to access homeless prevention services, are at imminent risk of becoming homeless, and are
below 30% of the Area Median Income. We will place a special emphasis providing services to at -risk, 
disadvantaged and under - served families who may not otherwise have access to human services. Of
special concern are women and their children in need of protection, foster care or adoption and families in

need of crisis intervention or reunification. Our programs address the needs of individuals and families

who have experienced one or more of the following: Abuse or neglect, family disruption, crisis or conflict, 
domestic violence, mental health problems, substance abuse, formally incarcerated, job loss or other
challenges and hardships of life. 

Outcomes /Performance Measures

Universe # 
Target # Target % 

Unduplicated) 

Persons exiting to permanent housing
1 , subsidized or unsubsidized) during the 195 137 70% 

operating period. 

Persons age 18 and older who increased their

2 total income ( from all sources) as of the end of 75 53 70% 

the operating year or at program exit. 
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R of this part apply to activities under
this program.
[64FR 60226,Sept. 15. 1999]

§574.640 Flood insurance protection.
No property to be assisted under this

part may be located in an area that has
been identified by the Federal Emer-
gency Management Agency (FEMA) as
having special flood hazards. unless:
(a)(l) The community in which the

area is situated is partioipating in the
National Flood Insurance Program and'
the regulations thereunder (44 OFR
parts 59 through 79): or
(2) Less than a year has passed since

FEMA notifioation regarding such haz-
ards; and
(b) The grantee will ensure that flood

insurance on the structure is obtained
in compliance with section 102(a)of the
Flood Disaster Proteotion Act of 1973
(42 U.S.O. 4001 et seq.).

§574.645 Coastal barriers.
In accordance with the Ooastal Bar-

rier Resources Act, 16 U.S.O. 3501, no fi-
nancial assistance under this part may
be made available within the Coastal
Barrier Resources System.

§ 574.650 ·Audit.
The financial managemen t system

used by a State or unit of general Iocal
government that is a grantee must pro-
vide for audits in accordance with 24
CFR part 44. A nonprofit organization
that is a grantee or a project sponsor is
subject to the audit requirements set
forth in 24 CFR part 46.

§574.655 Wage rates.
The provisions of the Davis-Bacon

Act (40 U.S.O. 276a--276a-5) do not apply
to this program. except where funds re-
ceived under this part are combined
with funds from other Federal pro-
grams that are subject to the Act.
[59FR 17201,Apr.11, 1994]

PART 576-EMERGENCY
SOLUTIONS GRANTS PROGRAM

Subpart A-General Provisions

Sec.
576.1 Applioability and purpose.
576.2 Definitions.

576.3 Allooation of funding.

Subpart B-Program Components and
Eligible Acllvltles

576.100 General provtstons 'and expenditure
, limits.
576.101 Street outreaoh component.
676.102 Emergency shelter component.
576.103 Homelessness prevention eompo-

nent. '
576.104 Rapid re-housing assistance compo-

nent.
676.105 Housing relooation and stabilization

services.
676.106 Short-term and medium-term rental

asstatance.
676.107 RMIS component.
576.108 Administrative aotivities.
576.109 Indirect costs.

Subpart C-Aw(lrd and Use of Funds

576.200 Submission requirements and grant,
approval.

576.201 Matching requirement.
576.202 Means of carrying out grant aotivi-

ties.
676.203 Obllgatlon, expenditure. and pay-

ment requirements.

Subpart !>-Reallocations

576.300 In general.
576.301 Metropolltan olties and urban coun-

ties.
576.302 States.
576.303 Territories,
576.304 Alternative method.

Subpart E-Program ReqUirements

676.400 Area-wide systems coordination re-
quirements.

676.401 Evaluation of program partdcipaut
eligibility and needs.

676.402 Terminating assistance.
676.403 Shelter and housing standards.
576.404 Confliots of interest.
576.405 Homeless participation.
576.406 Faith-based activities.
576.407 Other Federal reqnlrements.
576.408 Displacement, relocation, and aequt-

sitdon.

Subpart F-Grant Admlnlstrallon

676.500 Recordkeeping and reporting re-
qulrements.

576.501 Enforcement.
AUTHORl'l'Y:42 U.S.C. 11371et seq., 42 U.S.C.

3535(d).
SOUROE:76 FR 75974, Dec. 5. 2011. unless

otherwise noted,
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R of this part apply to activities under 576. 3 Allocation of funding. 

this program. 
C is d

64 FR 60226, Sept. 16, 19991

574,640 Flood insurance protection, 

No property to be assisted under this
part may be located in an area that has
been identified by the Federal Emer- 
gency Management Agency ( FEMA) as
having special flood hazards, unless: 

a)( 1) The community in which the
area is situated is participating in the
National Flood Insurance Program and, 
the regulations thereunder ( 44 CFR
parts 59 through 79); or

2) Less than a year has passed since

FEMA notification regarding such haz- 
ards; and

b) The grantee will ensure that flood
insurance on the structure is obtained
in compliance with section 102( a) of the
Flood Disaster Protection Act of 1973
42 1J, S. C, 4001 et seq.), 

574.645 Coastal barriers. 

In accordance with the Coastal Bar- 
rier Resources Act, 16 U.S. C. 3501, no fi- 
nancial assistance under this part may
be made available within the Coastal
Barrier Resources System. 

574.650 - Audit, 

The financial management system

used by a State or unit of general local, 
government that is a grantee must pro- 

vide for audits in accordance with 24
CFR part 44. A nonprofit organization
that is a grantee or a project sponsor is
subject to the audit requirements set

forth in 24 CPR part 46. 

574.655 Wage rates. 

The provisions of the Davis -Bacon
Act (40 U. S, C. 276a- 276a -5) do not apply
to this program, except where funds re- 
ceived under this part are combined

with funds from other Federal pro- 
grams that are subject to the Act. 

59 FR 17701, Apr, 11, 1994) 

i r , 

Subpar! A— General Provisions

See. 

576. 1 Applicability and purpose. 
576. 2 Definitions. 

Subpart 6— Program omponen an
Eligible Activities

576. 100 General provisions and expenditure

limits. 

576. 101 Street outreach component. 

576. 102 Emergency shelter component. 
576. 103 Homelessness prevention compo- 

nent. 

576. 104 Rapid re- housing assistance compo- 
nent. 

576, 105 Housing relocation and stabilization
services. 

676, 106 Short -term and medium -term rental
assistance. 

676, 107 HMIS component. 
676. 108 Administrative activities, 

576. 109 Indirect costs. 

Subpart C —Award and Use of Funds

576. 200 Submission requirements and grant
approval. 

576. 201 Matching requirement. 
576. 202 Means of carrying out grant activi- 

ties. 

576, 203 Obligation, expenditure, and pay- 
ment requirements. 

Subpart D— Reallocations

576, 300 In general. 

576. 301 Metropolitan cities and urban coun- 
ties. 

676. 302 States. 
NUN Territories. 

676. 304 Alternative method. 

Subpart E— Program Requirements

576. 400 Area -wide systems coordination re- 
quirements. 

676. 401 Evaluation of program participant

eligibility and needs. 

576. 402 Terminating assistance. 

676, 403 Shelter and housing standards. 
576. 404 Conflicts of interest. 
576. 405 Homeless participation. 

676. 406 Faith -based activities. 

576. 407 Other Federal requirements. 

676. 408 Displacement, relocation, and aequi- 
eition. 

Subpart F- - Grant Administration

576. 500 Reeordkeeping and reporting re- 
quirements. 

676. 501 Enforcement, 

AuTxonrry: 42 U. S. C. 11371 st seq., 42 U. S. C. 
3535( d). 

SouRcr: 76 FR 75974, Dec. 5, 2011, unless . 
otherwise noted. 
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§576.1

Subpart A-General Provisions
§576.1 Applicability and purpose.
This part implements the Emergency

Solutions Grants (ESG) program au-
thorized by subtitle B of title IV of the
MoKinney-Vento Homeless Assistance
Act (42U.S.C. 11371-11376).The program
authorizes the Department of Housing
and Urban Development (HUD) to
make grants to States, units of general
purpose local government, and terri-
tories for the rehabilitation or oonver-
sian of buildings for use as emergenoy
shelter for the homeless, for tbe pay-
ment of oertain expenses related to op-
erating emergency shelters, for essen-
tial services related to emergency shel-
ters and street outreaoh for tbe home-
less, and for homelessnesa prevention
and rapid re-housing assistanoe.

§576.2 Definitions.
At risk of homeless ness means: (1) An

individual or family who: .
(i) Has an annual Income below 30

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

or support networks, e.g., family,
friends, faith-based or other social net-
works, immediately available to pre-
vent them from moving to an emer-
genoy shelter or another place de-
scribed in paragraph (1) of the "home-
less" definition in this section; and
(iii) Meets one of the following condi-

tions:
(A) Has moved because of economio

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

because of eoonomic hardship;
(0) Has been notified in writing that

their right to oooupy their current
housing or living situation will be ter-
minated within 21 days after the date
of applioation for assistance;
(D) Lives in a hotel or motel and the

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

or effioienoy apartinent unit in whioh
there reside more than two persons or
lives in a larger housing unit in which

24 CFRCh. V (4-1-15 Edition)

there reside more than 1.5 persons re-
side per room, as defined by the U.S.
Census Bureau;
(F) Is exiting a publioly funded insti-

tution, or system of care (such as a
health-care facility, a mental health
faoility, foster care or other youth fa-
cility, or correction program or insti-
tution); or
(G) Otherwise lives in housing that

has oharaoteristics assooiated with in-
stability and an increased risk of
hornelesaness, as identified in the re-
cipient's approved consolidated plan;
(2) A ohild or youth who does not

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

qualify as "homeless" under this sec-
tion, but qualifies as "homeless" under
section 725(2) of the McKinney-Vento
Homeleas Assistance Aot (42 U.S.C.
11434£1,(2»,and the parent(s) or guard-
ian(s) of that child or youth if living
with her or him.
Consolidated plan means a plan pre-

pared in accordance with 24 CFR part
91.An approved con~olidated plan means
a consolidated plan that has been ap-
proved by HUD in accordance wi th 24
CFR part 91.
Continuum of Care means the group

composed of representatdvea vof rel-
evant organizations, which generally
inoludes nonprofit homeless providers;
victim service providers; faith-based
organizations; governments; busi-
nesses; advocates: public housing agen-
oies; school districts; social servioe
providers; mental health agencies; hos-
pitals; universities; affordable housing
developers; law enforoement; organiza-
tions that serve homeless and formerly
homeless veterans, and homeless and
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576. 1

Subpart A eneral Provisions

576. 1 Applicability and purpose. 
This part implements the Emergency

Solutions Grants ( ESG) program au- 

thorized by subtitle B of title IV of the
McKinney -Vento Homeless Assistance
Act (42 U. S. C. 11371 - 11378). The program
authorizes the Department of Housing
and Urban Development ( HUD) to

make grants to States, units of general
purpose local government, and terri- 
tories for the rehabilitation or conver- 
sion of buildings for use as emergency
shelter for the homeless, for the pay- 
ment of certain expenses related to op- 
erating emergency shelters, for essen- 
tial services related to emergency shel- 
ters and street outreach for the home- 
less, and for homelessness prevention
and rapid re- housing assistance. 

576. 2 Definitions. 

At risk of homelessness means: ( 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; 

if) Does not have sufficient resources

or support networks, e. g., family, 
friends, faith -based or other social net- 

works, immediately available to pre- 
vent them ' from moving to an emer- 

genoy shelter or another place de- 
scribed in paragraph ( 1) of the " home- 
less" definition in this section; and

iii) Meets one of the following condi- 
tions: 

A) Has moved because of economic
reasons two or more times during the
60 days immediately preceding the ap- 
plication for homelessness prevention

assistance; 

B) Is living in the home of another
because of economic hardship; 

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

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

E) Lives in a single -room occupancy

or efficiency apartment unit in which
there reside more than two persons or
lives in a larger housing unit in which

24 CFR Ch. V (4 - 1 - 16 Edition) 

there reside more than 1. 5 persons re- 

side per room, as defined by the U.S. 
Census Bureau; 

F) Is exiting a publicly funded insti- 
tution, or system of care ( such as a

health -care facility, a mental health
facility, foster care or other youth fa- 
cility, or correction program or insti- 
tution); or

G) Otherwise lives in housing that
has characteristics associated with in- 
stability and an increased risk of
homelessness, as identified in the re- 

oipient's approved consolidated plan; 

2) A child or youth who does not

qualify as " homeless" under this sec- 
tion; 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 ( 42 U. S. C. 14043e- 2( 6)), sec- 

tion 330( h)( 6)( A) of the Public Health
Service Act ( 42 U. S. C. 254b( h)( 5)( A)), 
section 3( m) of the Food and Nutrition

Act of 2008 ( 7 U. S. C. 2012( M)), or section

17( b)( 15) of the Child Nutrition Act of
1966 ( 42 U. S. C. 1786( b)( 16)); or

3) A child or youth who does not
qualify as " homeless" under this sec- 
tion, but qualifies as " homeless" under
section 726( 2) of the McKinney -Vento
Homeless Assistance Act ( 42 U.S. C. 
11434a( 2)), and the parent(s) or guard- 

ians) of that child or youth if living
with her or him. 

Consolidated plan means a plan pre- 

pared in accordance with 24 CFR part
91. An approved consolidated plan means

a consolidated plan that has been ap- 
proved by HUD in accordance with 24
CFR part 91. 

Continuum of Care means the group
composed of representatives of rel- 

evant organizations, which generally

includes nonprofit homeless providers; 

victim service providers; faith -based
organizations; governments; busi- 

nesses; advocates; public housing agen- 
cies; school districts; social service

providers; mental health agencies; hos- 
pitals; universities; affordable housing
developers; law enforcement; organiza- 

tions that serve homeless and formerly
homeless veterans, and homeless and
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Ofc. of Asst. secv., Comm. Planning, Develop., HUD §576.2

formerly homeless persons that are or-
ganized to plan for and provide. as nec-
essary, a system of outreach, engage-
ment, and assessment; emergency shel-
tel'; rapid re-housing; transitional
housing; permanent housing; and pre-
vention strategies to address the var-
ious needs of homeless persons and per-
sons at risk of homelessness for a spe-
cific geographic area.
Emergency shelter means any facility,

the primary purpose of which is to pro-
vide a temporary shelter for the home-
less in general 01' for specific popu-
lations of the homeless and which does
not require occupants to sign leases .or
occupancy agreements. Any projeot
funded as an emergency shelter under a
Fiscal Year 2010Emergency Solutions
grant may continue to be funded under
ESG.
Homeless means:
(1) An individual or family who lacks

a fixed, regular. and adequate night-
time residence, meaning:

(1)An individual or family with a pri-
mary nighttime residence that is a
public or private place not designed for
or ordinarily used as a regular sleeping
aocommodatlon for human beings. in-
eluding a oar, park. abandoned build-
ing. bus or train station, airport. 01'
camping ground;

(Ii) An individual 01' family living in
a supervised publioly or privately oper-
ated shelter designated to provide tem-
porary livlnlif arrangements (including
congregate shelters. transitional hous-
ing. and hotels and motels paid for by
oharitable organizations or by federal.
state, or local government programs
for low-income individuals); or

(iii) An individual who is exiting an
institution where he or she resided for
90 days or less and who resided in an
emergency shelter or place not meant
for human habitation immediately be-
fore entering that institution;

(2) An individual or family who will
imminently lose their primary night-
time residence, provided that:

(i) The primary nighttime residenee
will be lost within 14 days of the date
of application for homeless asstsbance:

(11)No subsequent residence has been
identified; and

(11i) The individual 01' family lacks
the resouroes or support networks, e.o.,
family. friends, faith-based or other 60-

clal networks, needed to obtain other
permanent housing;

(3) Unacoompanied youth under 25
years of age. or families with children
and youth. who do not otherwise qual-
ify as homeless under this definition.
but who:

(i) Are defined as homeless under sec-
tion 387 of the Runaway and Homeless
youth Aot (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).
seotion 330(h) of the Publio Health
Service Aot (42 U.S.C. 254b(h», seotion
3 of the Food and Nutrition Aot of 2009
(7 U.S.C. 2012),section 17(b) of the Child
Nutrition Act of 1966(42 U.S.C. 1786(b»
01' section 725 of the MoKinney-Vento
Homeless Assistance Aot (42 U.S.O.
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 applioation for homeless assist-
ance;

(iii) Have experienced persistent in-
stability as measured by two moves or
more during the 60-day period imme-
diately preoeding the date of applying
for homeless assistance; and

(iv) Oan be expeoted to continue in
such status for an extended period of
time because of chronic disabilities,
chronic physical health or mental
health oonditions, substance addiction,
histories of domestio violence or child-
hood abuse (inoluding neglect), the
presence of a ohlld or youth with a dis-
ability. or two 01' more barriers to em-
ployment. whioh include the lack of a
high school degree or General Edu-
catron Development (GED). illiteraoy.
low English' proficienoy, a history of
incaroeration or detention for criminal
aotivity. and a history of unstable em-
ployment; or

(4) Any individual or family who:
(i) Is fleeing. or is attempting to flee,

domestic violence. dating violence, sex-
ual assault. stalking. or other dan-
gerous or life-threatening oonditions
that relate to violence against the indi-
vidual or a family member. including a
chlld, that has either taken place with-
in the individual's or family's primary
nighttime residenoe or lias made the
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formerly homeless persons that are or- 
ganized to plan for and provide, as nec- 

essary, a system of outreach, engage- 
ment, and assessment; emergency shel- 

ter; rapid re- housing; transitional

housing; permanent housing; and pre- 
vention strategies to address the var- 
ious needs of homeless persons and per- 

sons at risk of homelessness for a spe- 
cific geographic area. 

Emergency shelter means any facility, 
the primary purpose of which is to pro- 
vide a temporary shelter for the home- 
less in general or for specific Popu- 

latious of the homeless and which does
not require occupants to sign leases .or

occupancy agreements. Any project
funded as an emergency shelter under a
Fiscal Year 2010 Emergency Solutions
grant may continue to be funded under
ESG. 

Homeless means: 

1) An individual or family who lacks
a fixed, regular, and adequate night- 

time residence, meaning: 
1) An individual or family with a pri- 

mary nighttime residence that is a
public or private place not designed for
or ordinarily used as a regular sleeping
accommodation for human beings, in- 
cluding a car, park, abandoned build- 
ing, bus or train station, airport, or
camping ground; 

ii) An individual or family living in
a supervised publicly or privately oper- 
ated shelter designated to provide tem- 

porary living arrangements ( including
congregate shelters, transitional hous- 

ing, and hotels and motels paid for by
charitable organizations or by federal, 
state, or local government programs

for low- income individuals); or
iii) An individual who is exiting an

institution where he or she resided for
90 days or less and who resided in an
emergency shelter or place not meant
for human habitation immediately be- 
fore entering that institution; 

2) An individual or family who will

imminently lose their primary night- 
time 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 so- 

Fm- 

cial 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 qual- 

ify as homeless under this definition, 
but who: 

i) Are defined as homeless under sec- 
tion 387 of the 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 MoRinney -Vento
Homeless Assistance Act ( 42 U. S. C. 

11434a); 

ii) Have not had a lease, ownership

interest, or occupancy agreement in
permanent housing at any time during
the 60 days immediately preceding the
date of application for homeless assist- 
ance; 

iii) Have experienced persistent in- 

stability as measured by two moves or
more during the 60 -day period imme- 
diately preceding the date of applying
for homeless assistance; and

iv) Can be expected to continue in
such status for an extended period of

time because of chronic disabilities, 
chronic physical health or mental
health conditions, substance addiction, 

histories of domestic violence or child- 
hood abuse ( including neglect), the

presence of a child or youth with a dis- 

ability, or two or more barriers to em- 
ployment, which include the lack of a
high school degree or General Edu- 
cation Development ( GED), illiteracy, 
low English' proficiency, a history of
incarceration or detention for criminal

activity, and a history of unstable em- 
ployment; or

4) Any individual or family who: 
i) is fleeing, or is attempting to flee, 

domestic violence, dating violence, sex- 
ual assault, stalking, or other dan- 
gerous or life - threatening conditions
that relate to violence against the indi- 
vidual or a family member, including a
child, that has either taken place with- 
in the individual' s or family' s primary
nighttime residence or has made the
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§576.3

individual 01' family afraid to return to
their primary nighttime residence;

(ii) Has no other residence: and
(iii) Lacks the resources or support

networks, e.s., family, friends, faith-
based 01' other social networks, to ob-
tain other permanent housing.

Homeless Management Information Sys-
tem (HMIS) means the information sys-
tem designated by the Oontinuum of
Care to comply with the HUD's data
oolleotion, management, and reporting
standards and used to oollect client-
level data and data on the provision of
housing and eervices to homeless indi-
viduals and families and persons at-
risk of homelesaness.

Metropolttan city means a city that
was classified as a metropolitan city
under 42 U.S.O. 5302(a) for the fiscal
year immediately preceding the fiscal
year for which ESG funds are made
available. This term includes the Dis-
trict of Columbia.

Private nonprofit organization means a
private nonprofit organization that is a
secular 01' religious organization de-
scribed in section 501(0)of the Internal
Revenue Code of 1986and which is ex-
empt from taxation under subtitle A of
the Code, has an aocounting System
and a voluntary board, and practdces
nondiscrimination in the provision of
assistance. A private nonprofit organi-
zation does not include a governmental
organization, such as a publio housing
agenoy or housing finance agency.

Program income sh!!'ll have the mean-
ing provided in 24 OFR 85.26. Program
income includes any amount of a seou-
rity 01' utility deposit returned to the
recipient 01' subrecipient.

Program participant means an indi-
vidual or family who is assisted under
ESG program.

Program year means the oonsolidated
program year established by the recipi-
ent under 24OFR part 91.

Recipient means any state, territory,
metropolitan oity, or urban county, 01'
in the.case of reallocation, !!,nyunit of
general purpose Iooal government that
is approved by HUD to assume finan-
oial responsibility and enters into a
grant agreement with HUD to admin-
ister assistance under this part.

State means each of the several
States and the Oommonwealtll of Puer-
to Rioo.

24 CFR en, V (4-1-15 Edlllon)

Subrecitnen! means a unit of general
purpose local government or private
nonprofit organization to which a re-
oipient makes available ESG fUnds.

Territory means each of the following:
the Virgin Islands, Guam, American
Samoa, and the Northern Mariana Is-
lands.

Unit of general purpose local govern-
ment means any city, county, town,
township, parish, v1llage, 01' other gen-
eral purpose politioal subdivision of it
State.

Urban county means a county that
was olassified as an urban county
under 42 U.S.O. 5302(a) for the fisoal
year immediately preoeding the fiscal
year for which ESG funds are made
available.

Victim service provider means a private
nonprofit organization whose primary
mission is to provide services to vic-
tims of domestic violence, dating vlo-
lenoe, sexual assault. or stalking. This
term includes rape crisis oenters, bat-
tered women's shelters, domestic vio-
lence branstttonal housing programs,
and other programs.

§576.3 Allocation of funding.
(a) Territories. HUD will set aside for

allooation to the territories up to 0.2
percent, but not less than 0.1 percent,
of the total amount of each appropria-
tion under this part in any fiscal year.
HUD will allocate this set-aside
amount to each territory based on its
proportionate share of the total popu-
lation of all territories and its rate of
oomplianoe with the most reoent ex-
penditure deadline under §576.203.

(b) States, metropolitan cities, and
urban counties, HUD wlll allooate the
amounts that remain after the set-
aside to territories under paragraph (a)
of this seotion to States, metropolitan
cities, and urban counties, as follows:

(1) HUD will provide that the per-
oentage of the total amount available
for allooation to each St!!,te, metropoli-
tan oity, or urban oounty is equal to
the percentage of the total amount
available under section 106of the Hous-
ing and Community Development Aot
of 1974for the prior fiscal year that was
aflooated to that State, metropolrtan
city, 01' urban oounty.

(2) Except as otherwise provided by
law, if the amount a metropolitan city
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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, faith - 
based or other social networks, to ob- 
tain other permanent housing. 

Homeless Management Information Sys- 

tem ( HMIS) means the information sys- 

tem designated by the Continuum of
Care to comply with the HUD' s data
collection, management, and reporting

standards and used to collect client - 
level data and data on the provision of

housing and services to homeless indi- 
viduals and families and persons at- 
risk of homelessness. 

Metropolitan city means a city that
was classified as a metropolitan city

under 42 U. S. G. 5302( a) for the fiscal
year immediately preceding the fiscal
year for which ESG funds are made
available. This term includes the Dis- 
triot of Columbia. 

Private nonprofit organization means a

private nonprofit organization that is a
secular or religious organization de- 
scribed in section 501( o) of the Internal
Revenue Code of 1986 and which is ex- 
empt from taxation under subtitle A of
the Code, has an accounting sYStOrfi
and a voluntary board, and practices
nondiscrimination in the provision of
assistance. A private nonprofit organi- 

zation does not include a governmental
organization, such as a public housing
agency or housing finance agency. 

Program income shall have the mean- 

ing provided in 24 CFR 85. 26. Program
income includes any amount of a seou- 
rity or utility deposit returned to the
recipient or subrecipient. 

Program participant means an indi- 

vidual or family who is assisted under
ESG program. 

Program year means the consolidated

program year established by the recipi- 
ent under 24 CFR part 91, 

Recipient means any State, territory, 
metropolitan city, or urban county, or
in the. case of reallocation, any unit of
general purpose local government that

is approved by HUD to assume finan- 
cial responsibility and enters into a
grant agreement with HUD to admin- 
ister assistance under this part. 

State means each of the several
States and the Commonwealth of Puer- 
to Rico. 

24 CFR Ch. V ( 4 - 1 - 16 Edillon) 

Subrecipient means a unit of general

purpose local government or private

nonprofit organization to which a re- 

cipient makes available ESG funds. 
Territory means each of the following: 

the Virgin Islands, Guam, American
Samoa, and the Northern Mariana Is- 

lands. 

Unit of general purpose local govern- 
ment means any city, county, town, 
township, parish, village, or other gen- 
eral purpose political subdivision of a

State. 

Urban county means a county that
was classified as an urban county

under 42 U. S. C. 5302( a) for the fiscal

year immediately preceding the fiscal
year for which ESG funds are made
available. 

Victim service provider means a private

nonprofit organization whose primary

mission is to provide services to vic- 

tims of domestic violence, dating vio- 
lence, sexual assault, or stalking. This
term includes rape crisis centers, bat- 
tered women' s shelters, domestic vio- 

lence transitional housing programs, 
and other programs. 

676.3 Allocation of funding. 

a) Territories. HUD will set aside for
allocation to the territories up to 0. 2
percent, but not less than 0. 1 percent, 
of the total amount of each appropria- 

tion under this part in any fiscal year. 
HUD will allocate this set -aside

amount to each territory based on its
proportionate share of the total popu- 
lation of all territories and its rate of

compliance with the most recent ex- 
penditure deadline under §576. 203. 

b) States, metropolitan cities, and

urban counties, HUD will allocate the
amounts that remain after the set - 
aside to territories under paragraph (a) 
of this section to States, metropolitan
cities, and urban counties, as follows: 

1) HUD will provide that the per- 
centage of the total amount available

for allocation to each State, rnetropoll- 
ten city, or urban county is equal to
the percentage of the total amount
available under section 106 of the Hous- 

ing and Community Development Act
of 1974 for the prior fiscal year that was
allocated to that State, metropolitan

city, or urban county. 
2) Except as otherwise provided by

law, if the amount a metropolitan city
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ore. of Asst. Seey., Comm. Planning, Develop., HUD §576.101

or urban county would be allocated
under paragraph (b)(l) is less than 0.05
percent of the total fiscal year appro-
priation for ESG, that amount will be
added to the allocation for the State in
which the city or county is located.

(c) Notification of allocation amount.
HUD will notify each State, metropoli-
tan city, urban county, and terrttorv
that is eligible to receive an allooation
under this eeotion of the amount of its
allocation,

Subpart B-Program Components
and Eligible Activities

§576.100 General provisions and ex-
penditure limits.

(a) ESG funds may be used for five
program components: street outreach,
emergency shelter, nomelessness pre-
vention, rapid re-housing assistance,
and HMIS; as well as administrative
activities. The five program compo-
nents and the eligible activities that
may be funded under eaoh are set forth
in §576.101through §576.107.Eligible ad-
ministrative activities are set forth in
§576.108.
(b) The total amount of the reoipi-

ent's fisoal year grant that may be
used for street outreaoh and emergency
shelter activities cannot exceed the
greater of:
(1) 60percent of the reoipient's fisoal

year grant; or .
(2) The amount of Fiscal Year 2010

grant funds committed for homeless as-
sistance activities.
(c) The total amount of ESG funds

that may be used for administrative
activities cannot exceed 7.6 percent of
the recipient's fiscal year grant.
(d) Subjeot to the oost principles in

OMBCirculars A-87 (2 OFR 225)and A-
122 (2 OFR 230)and other requirements
in this part, employee compensation
and other overhead costs directly re-
lated to carrying out street outreach,
emergency shelter, homeleaeness pre-
vention, rapid re-housing, and HMIS
are eligible costs of those program
components. These costs are not sub-
ject to the expenditure limit in para-
graph (c) of this section.

§576.101 Street outreach component.
(a) ElIgtble costs. subieot to the ex-

penditure limit in §576.100(b), ESG

funds may be used for oosts of pro-
viding essential services neoessary to
reach out to unsheltered homeless peo-
ple; connect them with emergency
shelter, housing, or critical services;
and provide urgent, nonfaoility-based
care to unsheltered homeless people
who are unwilling or unable to access
emergency shelter, housing, 01' an ap-
propriate health facility. For the pur-
poses of this section, the term
"unsheltered homeless people" means
individuals and families who qualify as
homeless under paragraph (1)(1) of the
"homeless" definition under §676.2.The
eligible costs and requirements for es-
sentia·l services consist of:

(1) Engagement. The costs of aotivi-
ties to locate, identify, and build rela-
tionships with unsheltered homeless
people and engage them for the purpose
of providing immediate support, inter-
vention, and oonnections with home-
less assistance programs and/or main-
stream social services and housing pro-
grams. These activities consist of mak-
ing an initial assessment of needs and
eligibility; providing crisis counseling;
addressing urgent phystea! needs, such
as providing meals, blankets, clothes,
or toiletries; and actively connecting
and providing information and refer-
rals to programs targeted to homeless
people and mainstream social services
and housing programs, including emer-
gency shelter, transitional housing,
community-based services, permanent
supportive housing, and rapid re-hous-
ing programs. Eligible coste include
the cell phone costs of outreaoh work-
ers during the performance of these ao-
tivities.

(2) Case management. The cost of as-
sessing housing and service needs, ar-
ranging, coordinating, and monitoring
the delivery of individualized services
to meet the needs of the program par-
ticipant. Eligible services and activi-
ties are as follows: using the central"
ized 01' ooordinated assessment system
as required under §576.400(d); con-
duoting the initial evaluation required
under §576.401(a), including verifying
and documenting eligibility; coun-
seling; developing, securing and coordi-
nating servloes; obtaining Federal,
State, and local benefits; monitoring
and evaluating program participant
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or urban county would be allocated
under paragraph ( b)( 1) is less than 0. 05
percent of the total fiscal year appro- 
priation for ESG, that amount will be
added to the allocation for the State in

which the city or county is located. 
c) Notification of allocation amount. 

HUD will notify each State, metropoli- 
tan city, urban county, and territory
that is eligible to receive an allocation
under this section of the amount of its

allocation, 

Subpart B— Program Components
and Eligible Activities

576. 100 General provisions and ex- 
penditure limits, 

a) ESG funds may be used for five
program components: street outreach, 

emergency shelter, homelessness pre- 
vention, rapid re- housing assistance, 
and HMIS; as well as administrative

activities. The five program compo- 
nents and the eligible activities that

may be funded under each are set forth
in §576. 101 through §576. 107. Eligible ad- 

ministrative activities are set forth in

576. 108. 
b) The total amount of the reoipi- 

ent' s fiscal year grant that may be
used for street outreach and emergency
shelter activities cannot exceed the
greater of: 

1) 60 percent of the recipient' s fiscal

year grant; or

2) The amount of Fiscal Year 2010
grant funds committed for homeless as- 
sistance activities. 

c) The total amount of ESG funds
that may be used for administrative
activities cannot exceed 7. 5 percent of
the recipient' s fiscal year grant. 

d) Subject to the cost principles in
OMB Circulars A- 87 ( 2 CFR 225) and A- 
122 ( 2 CFR 230) and other requirements

in this part, employee compensation

and other overhead coats directly re- 
lated to carrying out street outreach, 
emergency shelter, homelessness pre- 
vention, rapid re- housing, and HMIS
are eligible costs of those program

components. These costs are not sub- 
ject to the expenditure limit in para- 
graph (o) of this section. 

576.101 Street outreach component. 

a) Eligible costs, Subject to the ex- 
penditure limit in § 576. 100( b), ESG

576. 101

funds may be used for costs of pro- 
viding essential services necessary to
reach out to unsheltered homeless peo- 

ple; connect them with emergency
shelter, housing, or critical services; 
and provide urgent, nonfacility -based
care to unsheltered homeless people

who are unwilling or unable to access
emergency shelter, housing, or an ap- 
propriate health facility. For the pur- 
poses of this section, the term

unsheltered homeless people" means

Individuals and families who qualify as
homeless under paragraph ( 1)( i) of the

homeless" definition under § 576. 2. The
eligible costs and requirements for as- 
sentia•1 services consist of: 

1) Engagement. The costs of activi- 

ties to locate, identify, and build rela- 
tionships with unsheltered homeless
people and engage them for the purpose

of providing immediate support, inter- 
vention, and connections with home- 

less assistance programs and/or main- 

stream social services and housing pro- 
grams. These activities consist of mak- 

ing an initial assessment of needs and
eligibility; providing crisis counseling; 
addressing urgent physical needs, such

as providing meals, blankets, clothes, 
or toiletries; and actively connecting
and providing information and refer- 
rals to programs targeted to homeless
people and mainstream social services

and housing programs, including emer- 
gency shelter, transitional housing, 
community -based services, permanent
supportive housing, and rapid re -hous- 
ing programs. Eligible costs include
the-cell phone costs of outreach work- 

ers during the performance of these ac- 
tivities. 

2) Case management. The cost of as- 

sessing housing and service needs, ar- 
ranging, coordinating, and monitoring
the delivery of individualized services
to meet the needs of the program par- 
ticipant. Eligible services and activi- 

ties are as follows: using the central- 
ized or coordinated assessment system

as required under § 576. 400( d); con- 

ducting the initial evaluation required
under 9576. 401( a), including verifying
and documenting eligibility; coun- 

seling; developing, securing and coordi- 
nating services; obtaining Federal, 
State, and local benefits; monitoring
and evaluating program participant
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§576.101

progress; providing information and re-
ferrals to other providers; and devel-
oping an individualized housing and
service plan, including planning a path
to permanent housing stability.

(3) Emergency health services. (i) Eligi-
ble oosts are for the direot outpatient
treatment of medical conditions and
are provided by lioensed medical pro-
fessionals operating in community-
based settings, inoluding streets,
parks, and other places where
unsheltered homeless people are living.

(11)ESG funds may be used only for
these services to the extent that other
appropriate health services are inac-
cessible or unavailable within the area.

(iii) Eligible treatment consists of as-
sessing a program participant's health
problems and developing a treatment
plan; assisting program partioipants to
understand theh' health needs; pro-
viding directly or assiating' program
partioipants to obtain appropriate
emergency medioal treatment; and pro-
viding medication and follow-up serv-
toes,

(4) Errwrgency mental health services.
(i) Eligible costs are the direot out-
patient treatment by lioensed profes-
sionals of mental health oonditions op-
erating in' oommunity-based settings,
Including streets, parks, and other
plaoes where unsheltered people are
living.

(i1) ESG funds may be used only for
these servioes to the extent that other
appropriate mental health services are
inaooessible or unavailable within the
oommunity.

(iii) Mental health servtcee are the
applfoatton of therapeutio processes to
personal, family, situational, or occu-
pational problems in order to bring
about positive resolution of the prob-
lem or improved individual or family
funotioning or oiroumstanoes.

(iv) Eligible treatment oonsists of
crisis interventions, the presoription of
psyohotropio medioations, explanation
about the use and management of
medioations, and oombinations of
therapeutic approaches to address mul-
tiple problems.

(5) Transportation. The transportation
oosts of travel by outreach workers, so-
cial workers, medical professionals, or
other service providers are. eligible,
provided that this travel takes place

24 CFR Ch. V (4-1-15 Edition)

during the provision of services eligible
under this section. The coats of trans-
porting unsheltered people to emer-
genoy shelters or other servioe faotlf-
ties are also eligible. These costs in-
elude the following:

(i) The cost of a program parbici-
pant's travel on publio transportation;

(11)If servioe workers use their own
vehicles, mileage allowanoe for service
workers to visit program partioipants;

(iii) The oost of purchasing or leasing
a vehicle for the recipient 01' sub-
reoiptent in which staff transports pro-
gram partioipants and/or' staff serving
program partioipants, and the cost of
gas, insuranoe, taxes and maintenance
for the vehicle; and

(iv) The travel costs of recipient or
subreoipient staff to accompany or as-
sist program partioipants to use public
transportation,

(6) Services for special populations.
ESG funds may be used to provide serv-
ices for homeless youth, viotim serv-
Ices, and servioes for people living with
HlV/AIDS, so long as the costs of pro-
viding these services are eligible under
paragraphs (a)(!) through (a)(5) of this
seotion. The term victim services means
servioes that assist program partioi-
pants who are viotims of domestic vio-
lence, dating violence, sexual assault,
or stalking, inoluding servioes offered
by rape orisis centers and domestio vio-
lenoe shelters, and other organizations
with a dooumented history of effeotive
work oonoerning domestio violence,
dating violence, sexual assault, or
stalking.

(b) Minimum period of use. The recipt-
ent or subreoipient must provide serv-
Ices to homeless individuals and fami-
lies for at least the period during which
ESa funds are provided.

(0) Maintenance of effort. (1) If the re-
oipient or subreciptent is a unit of gen-
eral purpose local government, its ESG
funds oannot be used to replaoe funds
the local government provided for
street outreach and emergenoy shelter
services during the immediately pre-
oeding 12-month period, unless HUD de-
termines that the unit of general pur-
pose local government is in a severe fi-
nancial defioit.

(2) Upon the reoipient's request, HUD
will determine whether the unit of gen-
eral purpose local government is in a
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progress; providing information and re- 
ferrals to other providers; and devel- 

oping an individualized housing and
service plan, including planning a path
to permanent housing stability. 

3) Emergency health services. ( i) Eligi- 
ble costs are for the direct outpatient
treatment of medical conditions and

are provided by licensed medical pro- 
fessionals operating in community - 
based settings, including streets, 

parks, and other places where

unsheltered homeless people are living. 
ii) ESG funds may be used only for

these services to the extent that other

appropriate health services are inac- 
cessible or unavailable within the area. 

iii) Eligible treatment consists of as- 

sessing a program participant' s health
problems and developing a treatment
plan; assisting program participants to
understand their health needs; pro- 

viding directly or assisting program
participants to obtain appropriate

emergency medical treatment; and pro- 
viding medication and follow -up serv- 
ices. 

4) Emergency mental health services. 
i) Eligible costs are the direct out- 

patient treatment by licensed profes- 
sionals of mental health conditions op- 
erating in' community -based settings, 
including streets, parks, and other
places where unsheltered people are

living. 
ii) ESG funds may be used only for

these services to the extent that other
appropriate mental health services are
inaccessible or unavailable within the
community. 

iii) Mental health services are the
application of therapeutic processes to

personal, family, situational, or occu- 
pational problems in order to bring
about positive resolution of the prob- 
lem or improved individual or family
functioning or circumstances. 

iv) Eligible treatment consists of

crisis interventions, the prescription of
psyehotropic medications, explanation

about the use and management of
medications, and combinations of

therapeutic approaches to address mul- 

tiple problems. 

5) Transportation. The transportation
costs of travel by outreach workers, so- 
cial workers, medical professionals, or

other service providers are . eligible, 

provided that this travel takes place

24 CFR Ch. V (4 - 1 - 15 Edition) 

during the provision of services eligible
under this section. The costs of trans- 

porting unsheltered people to emer- 
gency shelters or other service facili- 
ties are also eligible. These costs in- 
clude the following: 

i) The cost of a program partici- 

pant' s travel on public transportation; 

ii) If service workers use their own
vehicles, mileage allowance for service

workers to visit program participants; 

iii) The cost of purchasing or leasing
a vehicle for the recipient or sub- 
recipient in which staff transports pro- 
gram participants and/or staff serving

program participants, and the cost of

gas, insurance, taxes and maintenance
for the vehicle; and

iv) The travel costs of recipient or
subrecipient staff to accompany or as- 
sist program participants to use public
transportation. 

6) Services for special populations. 
ESG funds may be used to provide serv- 
ices for homeless youth, victim serv- 
ices, and services for people living with
HIV /AIDS, so long as the costs of pro- 
viding these services are eligible under
paragraphs ( a)( 1) through ( a)( 5) of this
section. The term victim services means

services that assist program partici- 

pants who are victims of domestic vio- 
lence, dating violence, sexual assault, 
or stalking, including services offered
by rape crisis centers and domestic vio- 
lence shelters, and other organizations

with a documented history of effective
work concerning domestic violence, 
dating violence, sexual assault, or

stalking. 

b) Minimum period of use. The recipi- 
ent or subrecipient must provide serv- 

ices to homeless individuals and fami- 
lies for at least the period during which
ESG funds are provided. 

c) Maintenance of effort. ( 1) If the re- 
cipient or subrecipient is a unit of gen- 
eral purpose local government, its ESG
funds cannot be used to replace funds
the local government provided for

street outreach and emergency shelter

services during the immediately pre- 
ceding 12 -month period, unless HUD de- 
termines that the unit of general pur- 

pose local government is in a severe fi- 
nanoial deficit. 

2) Upon the recipient' s request, HUD
will determine whether the unit of gen- 
eral purpose local government is in a
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severe financial deficit. based on the
recipient's demonstration of each of
the following:

(I) The average poverty rate in the
unit of general purpose local govern-
ment's jurisdiction was equal to or
greater than 125 peroent of the average
national poverty rate, during the cal-
endar year for which the most recent
data are available, as determined ao-
oording to information from the U.S.
Census Bureau.

(U) The average per-capita income in
the unit of general purpose local gov-
ernment's jurisdiction was lass than 75
percent cf the average national per-
capita income, during the calendar
year for whioh the most recent data
are available, as determined according
to information from the Census Bu-
reau.

(iii) The unit of general purpose local
government has a current annual budg-
et defioit that requires a reduotion in
funding for services for homeless peo-
ple.

(iv) The unit of general purpose local
government has taken all reasonable
steps to prevent a reduction in funding
of services for homeless people. Rea-
sonable steps may include steps to in-
crease revenue generation, steps to
maximize cost savings, or steps to re-
duoe expenditures in areas other than
services for homeless people.

§ 576.102 Emergency shelter compo-
nent.

(a) General. Subject to the expendi-
ture limit in §576.100(b), ESG funds
may be used for oosts of providing es-
sential services to homeless families
and individuals in emergency shel ters,
renovating buildings to be used as
emergency shelter for homeless fami-
lies and individuals, and operating
emergenoy shelters.

(1) Essential seTvices. ESG funds may
be used to provide essential services to
individuals and families who are in an
emergency shelter, as follows:

(i) Case management. The cost of as-
sessing, arranging, coordinating, and
monitoring the delivery of individual-
ized services to meet the needs of the
program partioipant is eligible. Compo-
nent services and activities constat of:

§576.102

(A) Using the oentralized or coordi-
nated assessment system as required
under §576.400(d);

(B) Oonducting the initial evaluation
required under § 676.401(a), including
verifYing and documenting eligibility;

(C) Counseling;
(D) Developing, securing, and coordi-

nating services and obtaining Federal,
state, and local benefits;

(E) Monitoring and evaluating pro-
gram participant progress;

(F) Providing information and refer-
rals to other providers;

(G) Providing ongoing risk assess-
ment and safety planning with victims
of domestic violence. dating violence,
sexual assault, and stalking; and

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

(11) Chlld care. The costs of ohild care
for program participants. including
providing meals and snacks, and corn-
prehenstve and coordinated sets of ap-
propriate developmental aotivities, are
eligible. The ohildren must be under
the age of 13, unless they are disabled.
Disabled children must be under the
age of 18. The child-care center must be
licensed by the jurisdiction in whioh it
operates in order for its costs to be eli-
gible.

(iii) Education services. When nec-
essary for the program participant to
obtain and maintain housing, the costs
of improving knowledge and basic edu-
oational skills are eligible. Services in-
clude instruotion or training in con-
sumer education, health education,
substance abuse prevention, literacy.
English as a Second Language, and
General Educational Development
(GED). Component servioes or activi-
ties are screening, assessment 'and test-
ing; individual or group instruotion;
tutoring; provision of books, supplies
and instructional material; counseling;
and referral to community reeouroes.

(iv) Employment assistance and job
training. The oosts of employment as-
sistance and job training programs are
eligible, inoluding classroom, online,
andior computer instruction; on-the-
job instruotion; and services that assist
individuals in securing employment,
acquiring learning skills, and/or in-
creasing earning potential. The cost of
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severe financial deficit, based on the
recipient' s demonstration of each of

the following: 
f) The average poverty rate in the

unit of general purpose local govern- 

ment' s jurisdiction was equal to or

greater than 126 percent of the average

national poverty rate, during the cal- 
endar year for which the most recent

data are available, as determined ac- 

cording to information from the U. S. 
Census Bureau. 

ii) The average per- capita income in

the unit of general purpose local gov- 
ernment' s jurisdiction was less than 76
percent of the average national per - 

capita income, during the calendar
year for which the most recent data

are available, as determined according
to information from the Census Bu- 

reau. 

iii) The unit of general purpose local

government has a current annual budg- 
et deficit that requires a reduction in

funding for services for homeless peo- 
ple. 

fv) The unit of general purpose local
government has taken all reasonable

steps to prevent a reduction in funding
of services for homeless people. Rea- 

sonable steps may include steps to in- 
crease revenue generation, steps to
maximize cost savings, or steps to re- 
duce expenditures in areas other than
services for homeless people. 

676. 102 Emergency shelter compo- 
nent. 

a) General. Subject to the expendi- 

ture limit in § 676. 100( b), ESG funds

may be used for costs of providing es- 
sential services to homeless families

and individuals in emergency shelters, 

renovating buildings to be used as
emergency shelter for homeless fami- 
lies and individuals, and operating

emergency shelters. 

1) Essential services. ESG funds may
be used to provide essential services to
Individuals and families who are in an

emergency shelter, as follows: 
t) Case management. The cost of as- 

sessing, arranging, coordinating, and

monitoring the delivery of individual- 
ized services to meet the needs of the
program participant is eligible. Compo- 

nent services and activities consist of: 

576. 102

A) Using the centralized or coordi- 
nated assessment system as required

under § 676. 400( d); 

B) Conducting the initial evaluation
required under § 676. 401( a), including
verifying and documenting eligibility; 

C) Counseling; 
D) Developing, securing, and coordi- 

nating services and obtaining Federal, 
State, and local benefits; 

E) Monitoring and evaluating pro- 
gram participant progress; 

F) Providing information and refer- 
rals to other providers; 

G) Providing ongoing risk assess- 
ment and safety planning with victims

of domestic violence, dating violence, 
sexual assault, and stalking; and

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

ii) Child care. The costs of child care
for program participants, including
providing meals and snacks, and com- 

prehensive and coordinated sets of ap- 

propriate developmental activities, are

eligible. The children must be under

the age of 18, unless they are disabled. 
Disabled children must be under the

age of 18. The child -care center must be

licensed by the jurisdiction in which it
operates in order for its costs to be eli- 
gible. 

III) Education services. When nec- 

essary for the program participant to
obtain and maintain housing, the costs
of improving knowledge and basic edu- 
cational skills are eligible. Services in- 

clude instruction or training in con- 
sumer education, health education, 

substance abuse prevention, literacy, 
English as a Second Language, and
General Educational Development

GED). Component services or activi- 

ties are screening, assessment and test- 
ing; individual or group instruction; 
tutoring; provision of books, supplies
and instructional material; counseling; 
and referral to community resources. 

iv) Employment assistance and job

training. The costs of employment as- 
sistance and job training programs are
eligible, including classroom, online, 
and/or computer instruction; on -the- 

job instruction; and services that assist

individuals in securing employment, 
acquiring learning skills, and/ or in- 
creasing earning potential. The cost of
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providing reasonable stipends to pro-
gram participants in employment as-
sistance and job training programs is
an eligible cost. Learning skills include
those skills that can be used to secure
and retain a job, including the acquisi-
tion of vooational licenses and/or cor-
tifioates. Services that assist Indtvid-
uals in securing employment consist of
employment screening, assessment, 01'

testing; structured job sk1lls and job-
seeking skills; speoia.l training and tu-
toring, inoluding literacy training and
prevocational training; books and in-
struotional material; oounseling or job
coaching: and referral to community
resources.
(v) outpatient health services. Eligible

oosts are for the direct outpatient
treatment of medical oonditions and
are provided by lioensed medical pro-
teesionals. Emergenoy Solutions Grant
(ESG) funds may be used only for these
services to the extent that other appro-
priate health services are unavailable
within the oommunity. Eligible treat-
ment oonsists of assessing a program
participant'.s health problems and de-
veloping a treatment plan; assisting
program partioipants to understand
their health needs; providing direotly
or assisting program participants to
obtain appropriate medioal treatment,
preventive medioal oare, and health
maintenanoe services, including emer-
genoy medical servtces: providing
medioation and follow·up services; and
providing preventive and noncosmetic
dental care.
(vi) Legal services. (A) Eligible costs

are the hourly fees for legal advice and
representation by attorneys lioensed
and in good standing with the bar asso-
oiation of the state in whioh the serv-
ioes are provided, and by person(s)
under the supervision of the licensed
attorney, regarding matters that inter-
fere with the program participant's
ability to obtain and retain housing.
(B) Emergenoy Solutions Grant

(ESG) funds may be used only for these
servioes to the extent that other appro-
priate Iegal services are unavailable or
Inaccesstble within the oommunity.
(0) Eligible subject matters are child

support, guardianship, paternity,
emanclpatdon, and legal separation, or-
ders of proteotion and other civil rem-
edies for viotims of domestic violenoe,

24 CFRen, V (4-1-15 Edition)

dating violence, sexual assault, and
stalking, appeal of veterans and public
benefit claim denials, and the resolu-
tion of outstanding criminal warrants.

(D) Oomponent services or activities
may include client intake, preparation
of cases for trial, provision of legal ad-
vioe, representation at hearings, and
oounseling.
(E) 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 neoessary court oosts
are also eligible. If the subrecipient is
a legal services provider and performs
the servtoee itself, the eligible oosts
are the subreotptenb's employees' sala-
ries and other costs neoessary to per-
form the services.
(F) Legal services for immigration

and oitizenship matters and issues re-
lating to mortgages are ineligible
costs. Retainer fee arrangements and
oontingency fee arrangements are in-
eligible oosts.
(vii) Life skills training. The costs of

teaching critioal life management
skills that may never have been
learned or have been lost during the
course of physioal or mental illness,
domestio violence, substance use, and
homeleseness are eligible costs. These
services must be neoessary to assist
the program participant to function
independently in the community. Com-
ponent life skills training are budg-
eting resources, managing money,
managing a household, resolving con-
flict, shopping for food and needed
items, improving nutrition, using pub-
lic transportation, and parenting.
(viii) Mental health services. (A) Eligi-

ble costs are the direot outpatient
treatment by licensed proresstonals of
mental health oonditions.
(B) ESG funds may only be used for

these services to the extent that other
appropriate mental health services are
unavailable or inaocessible within the
oommunity. .
(0) Mental health services are the ap-

plication of therapeutic procesees to
personal, family, situational, or ocou-
pational problems in order to bring
about positive resolution of the prob-
lem or improved individual or family
runctaomns or circumstanoes. Problem
areas may Include family and marital
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providing reasonable stipends to pro- 
gram participants in employment as- 

sistance and job training programs is
an eligible cost. Learning skills include
those skills that can be used to secure

and retain a job, including the acquisi- 
tion of vocational licenses and/or cer- 
tificates. Services that assist individ- 

uals in securing employment consist of
employment screening, assessment, or

testing; structured job skills and job - 
seeking skills; special training and tu- 
toring, including literacy training and
prevocational training; books and in- 
structional material; counseling or job
coaching; and referral to community
resources. 

v) Outpatient health services. Eligible
costs are for the direct outpatient
treatment of medical conditions and

are provided by licensed medical pro- 
fessionals. Emergency Solutions Grant
USG) funds may be used only for these

services to the extent that other appro- 
priate health services are unavailable

within the community. Eligible treat- 
ment consists of assessing a program

participant's health problems and de- 

veloping a treatment plan; assisting
program participants to understand

their health needs; providing directly
or assisting program participants to
obtain appropriate medical treatment, 
preventive medical care, and health
maintenance services, including emer- 
gency medical services; providing

medication and follow -up services; and
providing preventive and noncosmetic
dental care. 

vi) Legal services. ( A) Eligible costs

are the hourly fees for legal advice and
representation by attorneys licensed
and in good standing with the bar asso- 
ciation of the State in which the serv- 

ices are provided, and by person(s) 
under the supervision of the licensed
attorney, regarding matters that inter- 
fere with the program participant' s

ability to obtain and retain housing. 
B) Emergency Solutions Grant

ESG) funds may be used only for these
services to the extent that other appro- 
priate legal services are unavailable or

inaccessible within the community. 
C) Eligible subject matters are child

support, guardianship, paternity, 

emancipation, and legal separation, or- 
ders of protection and other civil rem- 

edies for victims of domestic violence, 

24 CFR Ch. V (4 - 1 - 15 Edition) 

dating violence, sexual assault, and
stalking, appeal of veterans and public
benefit claim denials, and the resolu- 
tion of outstanding criminal warrants. 

D) Component services or activities

may include client intake, preparation
of cases for trial, provision of legal ad- 
vice, representation at hearings, and

counseling. 
E) 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, I£ the subrecipient is
a legal services provider and performs
the services itself, the eligible costs
are the subrecipient' s employees' salar

ries and other costs necessary to per- 
form the services. 

F) Legal services for immigration

and citizenship matters and issues re- 
lating to mortgages are ineligible
costs. Retainer fee arrangements and

contingency fee arrangements are in- 
eligible costs. 

vii) 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 use, and

homelessness are eligible costs. These
services must be necessary to assist
the program participant to function
independently in the community. Com- 
ponent life skills training are budg- 
eting resources, managing money, 

managing a household, resolving oon- 
flict, shopping for food and needed
items, improving nutrition, using pub- 
lic transportation, and parenting. 

viii) Mental health services. ( A) Eligi- 
ble costs are the direct outpatient

treatment by licensed professionals of
mental health conditions. 

B) ESG funds may only be used for
these services to the extent that other
appropriate mental health services are

unavailable or inaccessible within the
community. 

C) Mental health services are the ap- 
plication of therapeutic processes to

personal, family, situational, or occu- 
pational problems in order to bring
about positive resolution of the prob- 

lem or unproved individual or family
functioning or circumstances, Problem
areas may include family and marital
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relationships, parent-chfld problems,
or symptom management.

(D) Eligible treatment consists of cri-
sis interventions; individual, family, or
group therapy sessions; the prescrip-
tion of psyohotropio medioations or ex-
planations about the use and manage-
ment of medtcattone: and combinations
of therapeutic approaches to address
multiple problems.

(ix) Substance abuse treatment services.
(A) Eligible substance abuse treatment
servioes are designed to prevent. re-
duce. eliminate. or deter relapse of sub-
stance abuse or addictive behaviors and
are provided by lioensed or oertified
professionals.

(B) ESG funds may only be used for
these servtces to the extent that other
appropriate substance abuse treatment
services are unavailable or inaocessible
within the oommunity.

(0) Eligible treatment consists of en-
ent intake and assessment, and out-
patient treatment for up to 30 days.
Group and individual counseling and
drug testing are eligible costs. Inpa-
tient deuoxiricatton and other inpa-
tient drug or alcohol treatment are not
eligible costs.

(x) Transportation. Eligible costs con-
sist of the transportation costs of a
program partdoipant's travel to and
from medioal care, employment, ohild
care, or other eligible essential serv-
ices fac1litles. These costs include the
following:

(A) The cost of a program partioi-
pant's travel on public transportation;

(B) If service workers use their own
vehicles, mileage allowance for service
workers to visit program participants;

(0) The cost of purchasing or leasing
a vehicle for the recipient or sub-
recipient in which staff transports pro-
gram participants and/or staff serving
program partdcipants, and the cost of
gas, Insurance. taxes, and maintenance
for the vehiole; and

(D) The travel costs of reciptent or
subreoipient staff to accompany or as-
sist program partioipants to use public
transportation.

(xi) Services for special populations.
ESG funds may be used to provide serv-
ices for homeless youtb, vlotdm serv-
ices, and servtces for people living with
HIV/AIDS, so long as the costs of pro-
viding tbese services are eligible under

paragraphs (a)(1)(i) through (a)(1)(x) of
this section. The term victim services
means' services that assist program
partioipants who are victims of domes-
tio violence, dating vtolenoe, sexual as-
sault, or stalking, including services
offered by rape crisis centers and do-
mestic violence sbelters, and other or-
ganizations with a dooumented history
of effeotive work concerning domestio
violence, dating violence. sexual as-
sault, or stalking.

(2) Renova'tion. Eligible coats include
labor, materials, tools. and other costs
for renovabion (including major reha-
bilitation of an emergency shelter or
conversion of a building into an emer-
genoy shelter). The emergency shelter
must be owned by a government entity
or private nonprofit organization;

(3) Shelter operations. Eligible costs
are the costs of maintenanoe (inoluding
minor or routine repairs). rent, secu-
rity, fuel, equipment. Insurance, utili-
ties. food, furnishings. and supplies
neoessary for the operation of the
emergenoy shelter. Where no appro-
priate emergency shelter is available
for a homeless family 01' individual, eli-
gible costs may also include a" hotel or
motel voucher for that family or indi-
vidual.

(4) Assistance required under the Uni-
form Relocation Assistance and Real
Property Acquisition Policies Act of 1970
(URA). Eligible costs are the costs of
providing URA assistanoe under
§676.40B. including relooation payments
and other assistance to persons dis-
placed by a project assisted with ESG
funds. Persons that receive URA assist-
ance are not oonsidered "program par-
tioipants" for the purposes of this part,
and relocation payments and other
URA assistance are not oonsidered
"rental assistance" or "housing reloca-
tion and lltabilization services" for the
purposes of this part.

(b) Prohibition against involuntary
family separation. The age, of a ohild
under age 18 must not be used as a
basis for denying any family's admis-
sian to an emergenoy shelter that uses
Emergenoy Solutions Grant (ESG)
funding or services and provides shelter
to families with ohildren under age 18.
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relationships, parent -child problems, 

or symptom management. 

D) Eligible treatment consists of crl- 

sis interventions; individual, family, or
group therapy sessions; the prescrip- 
tion of psychotropic medications or ex- 
planations about the use and manage- 
ment of medications; and combinations

of therapeutic approaches to address
multiple problems, 

ix) Substance abuse treatment services. 
A) Eligible substance abuse treatment

services are designed to prevent, re- 
duce, eliminate, or deter relapse of sub- 

stance abuse or addictive behaviors and
are provided by licensed or certified
professionals. 

B) ESG funds may only be used for
these services to the extent that other
appropriate substance abuse treatment
services are unavailable or inaccessible

within the community. 
C) Eligible treatment consists of cli- 

ent intake and assessment, and out- 

patient treatment for up to 30 days. 
Group and individual counseling and
drug testing are eligible costs. Inpa- 
tient detoxification and other inpa- 

tient drug or alcohol treatment are not
eligible costs, 

x) Transportation. Eligible costs con- 

sist of the transportation costs of a

program participant' s travel to and
from medical care, employment, child

care, or other eligible essential serv- 

ices facilities. These costs include the

following: 
A) The cost of a program partici- 

pant' s travel on public transportation; 
B) If service workers use their own

vehicles, mileage allowance for service
workers to visit program participants; 

C) The cost of purchasing or leasing
a vehicle for the recipient or sub - 
recipient in which staff transports pro- 
gram participants and/or staff serving

program participants, and the cost of

gas, insurance, taxes, and maintenance

for the vehicle; and

D) The travel costs of recipient or

subrecipient staff to accompany or as- 
sist program participants to use public
transportation. 

xi) Services for special populations. 

ESG funds, may be used to provide serv- 
ices for homeless youth, victim serv- 

ices, and services for people living with
HIV /AIDS, so long as the costs of pro- 
viding these services are eligible under

576, 102

paragraphs ( a)(1)( i) through ( a)( 1)( x) of

this section. The term victim services

means ' services that assist program

participants who are victims of domes- 

tic violence, dating violence, sexual as- 
sault, or stalking, including services
offered by rape crisis centers and do- 
mestic violence shelters, and other or- 

ganizations with a documented history
of effective work concerning domestic
violence, dating violence, sexual as- 
sault, or stalking. 

2) Renovation. Eligible costs include
labor, materials, tools, and other costs

for renovation ( including major reha- 
bilitation of an emergency shelter or
conversion of a building into an emer- 
gency shelter). The emergency shelter
must be owned by a government entity
or private nonprofit organization. 

3) Shelter operations. Eligible costs

are the costs of maintenance ( including
minor or routine repairs), rent, secu- 

rity, fuel, equipment, insurance, utili- 
ties, food, furnishings, and supplies

necessary for the operation of the
emergency shelter. Where no appro- 
priate emergency shelter is available
for a homeless family or individual, eli- 
gible costs may also include a. hotel or
motel voucher for that family or indi- 
vidual. 

4) Assistance required under the Uni- 

form Relocation Assistance and Real

Property Acquisition Policies Act of 1970
URA). Eligible costs are the costs of

providing URA assistanoe under

576.408, including relocation payments
and other assistance to persons dis- 

placed by a project assisted with ESG
funds. Persons that receive URA assist- 
ance are not considered " program par- 

ticipants" for the purposes of this part, 

and relocation payments and other

URA assistance are not considered

rental assistance" or " housing reloca- 
tion and stabilization services" for the
purposes of this part. 

b) Prohibition against involuntary
family separation. The age, of a child
under age 18 must not be used as a

basis for denying any family's admis- 
sion to an emergency shelter that uses
Emergency Solutions Grant ( ESG) 

funding or services and provides shelter
to families with children under age 18. 
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(0) Minimum period of use. (1) Ren-
ovated buildings. lila-oh building ren-
ovated with lilSG funds must be main-
ta-ined a-s a shelter for homeless indi-
viduals and families for not less than a-
period of 3 or 10 years, depending on
the type of renova-tion and the value of
the building. The "value of the build-
ing" is the reasonable moneta-ry value
assigned to the building, such as the
value assigned by an independent real
estate appraiser. The minimum use pe-
riod must begin on the date the build-
ing is first occupied by a homeless indi-
vidual 01' family after the oompleted
renovation. A minimum period of use
of 10years, required for major rehabili-
tation and conversion, must be en-
forced by a recorded deed or use re-
striotion.

(i) Major rehabilitation. If the reha-
bilitation oost of an emergency shelter
exceeds 75 percent of the value of the
building before rehabilitation, the min-
imum period of use is 10 years.

(11) Conversion. If the oost to convert
a building into an emergency shelter
exceeds 75 percent of the value of the
building after conversion, the min-
imum period of use is 10 years.

(iii) Renovation other than major reha-
bilitation or conversion. In all other
cases where ESG funds are used for
renovation, the minimum period of use
is 3 years.

(2) Essential services and shelter oper-
ations. Where the reoipient or sub-
reoipient uses lilSG funds solely for es-
sential services or shelter operations,
the recipient 01' subreoipient must pro-
vide services or shelter to homeless in-
dividuals and families at least for the
period during which the ESG funds are
provided. The reoipient or subreoipient
does not need to limit these services 01'
shelter to a particular site or struc-
ture, so long as the site or structure
serves the same type of persons origi-
nally served with the asststance (e.g.,
families with children, unaccompanied
youth, disabled individuals, or viotims
of domestic violence) or serves home-
less persons in the same area where the
recipient or subreoipient originally
provided the services or shelter.

(d) Maintenance of effort. The mainte-
nance of effort requirements under
§576.101(0), whioh apply to the use of
lil8Gfunds for essential services related

24 CFR Ch. V (4-1-15 Edition)

to street outreach, also apply for the
use of such funds for essential servioes
related to emersencv shelter.

§576.108 Homelessness prevention
component.

asc funds may be used to provide
housing relooation and stabilization
services and short- and/or medium-
term rental assietance necessary to
prevent an individual 01' family from
moving into an emergenoy shelter or
another place desoribed in paragraph
(1) of the "homeless" definition in
§5713.2. This aesistanoe, referred to as
hornelessness prevention, may be pro-
vided to individuals and families who
meet the oriteria under the "at risk of
nomeleaeness" definition, or who meet
the cri teria in pa-ragraph (2), (3), 01' (4)
of the "homeless" definition in §576.2
and have an annual income below 30
percent of median family inoome for
the area, as determined by HUD. The
oosts of homelessness prevention are
only eligible to the extent that the as-
sietance is necessary to help the pro-
gram participant regain stab1llty in
the program participant's current per-
manent housing or move into other
permanent housing and achieve sta-
bility in that housing. Homelessness
prevention must be provided in accord-
anoe with the housing relocation and
stabilization services requirements in
§576.105, the short-term and medium-
term rental assistance requirements in
§576.106, and the written standards and
procedures estabhshed'under §576.400,

§576.104 Rapid re-housing assistance
component.

lilSG funds may be used to provide
housing relooa.tion and stabilization
services and short- and/or medium-
term rental assistanoe as necessary to
help a homeless individual or family
move as quiokly as possible into per-
manent housing and achieve stability
in that housing. This assistance, re-
ferred to as rapid re-housing assist-
anoe, may be provided to program par-
ticipants who meet the criteria under
paragraph (1) of the "homeless" defini-
tion in §576.2 or who meet the oriteria
under paragraph (4) of the "homeless"
definition and live in an emergency
shelter or other place described in
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o) Minimum period of use. ( 1) Ren- 

ovated buildings. Each building ren- 
ovated with ESG funds must be main- 
tained as a shelter for homeless indi- 
viduals and families for not less than a

period of 3 or 10 years, depending on
the type of renovation and the value of

the building. The " value of the build- 
ing" is the reasonable monetary value
assigned to the building, such as the
value assigned by an independent real
estate appraiser. The minimum use pe- 

riod must begin on the date the build- 

ing is first occupied by a homeless indi- 
vidual or family after the completed
renovation. A minimum period of use
of 10 years, required for major rehabili- 
tation and conversion, must be en- 

forced by a recorded deed or use re- 
striction. 

f) Major rehabilitation. If the reha- 

bilitation cost of an emergency shelter
exceeds 75 percent of the value of the

building before rehabilitation, the min- 
imum period of use is to years. 

ii) Conversion. If the cost to convert

a building into an emergency shelter
exceeds 75 percent of the value of the

building after conversion, the min- 
imum period of use is 10 years. 

III) Renovation other than major reha- 
bilitation or conversion. In all other

cases where ESG funds are used for
renovation, the minimum period of use

is 3 years. 
2) Essential services and shelter oper- 

ations. Where the recipient or sub- 

recipient uses ESG funds solely for es- 
sential services or shelter operations, 

the recipient or subrecipient must pro- 
vide services or shelter to homeless in- 

dividuals and families at least for the

period during which the ESG funds are
provided. The recipient or subrecipient

does not need to limit these services or
shelter to a particular site or struc- 

ture, so long as the site or structure
serves the same type of persons origi- 

nally served with the assistance ( e. g., 
families with children, unaccompanied

youth, disabled individuals, or victims
of domestic violence) or serves home- 

less persons in the same area where the

recipient or subrecipient originally
provided the services or shelter. 

d) Maintenance of effort. The mainte- 
nance of effort requirements under

576. 101( c), which apply to the use of
ESG funds for essential services related

24 CFR Ch. V ( 4 -1 - 15 Edition) 

to street outreach, also apply for the
use of such funds for essential services

related to emergency shelter. 

576. 103 Homelessness prevention

component. 

ESG funds may be used to provide
housing relocation and stabilization
services and short- and/or medium - 

term rental assistance necessary to
prevent an individual or family from
moving into an emergency shelter or
another place described in paragraph
1) of the " homeless" definition in

576. 2. This assistance, referred to as
homelessness prevention, may be pro- 
vided to individuals and families who
meet the criteria under the " at risk of
homelessness" definition, or who meet

the criteria in paragraph ( 2), ( 3), or ( 4) 

of the " homeless" definition in §576. 2

and have an annual income below 30

percent of median family income for
the area, as determined by HUD. The
costs of homelessness prevention are

only eligible to the extent that the as- 
sistance is necessary to help the pro- 
gram participant regain stability in
the program participant' s current per- 

manent housing or move into other
permanent housing and achieve sta- 
bility in that housing, homelessness
prevention must be provided in accord- 
ance with the housing relocation and
stabilization services requirements in

576. 105, the short -term and medium - 

term rental assistance requirements in
576. 106, and the written standards and

procedures established' under §576. 400, 

576.104 Rapid re- housing assistance
component. 

ESG funds may be used to provide
housing relocation and stabilization
services and short- and/or medium - 

term rental assistance as necessary to
help a homeless individual or family
move as quickly as possible into per- 
manent housing and achieve stability
in that housing. This assistance, re- 
ferred to as rapid re- housing assist- 
ance, may be provided to program par- 
ticipants who meet the criteria under

paragraph ( 1) of the " homeless" defini- 
tion in §576. 2 or who meet the criteria
under paragraph ( 4) of the " homeless" 
definition and live in an emergency
shelter or other place described in
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paragraph (1) of the "homeless" defini-
tion. The rapid re-housing assistance
must be provided in accordance with
the housing relocation and stabiliza-
tion services requirements in §576.105,
the short- and medium-term rental as-
sistanoe requirements in §576.106,and
the wri tten standards and prooedures
established under §576.400.

§576.105 Housing relocation and sta-
bilization services.

(a) Financial assisumce costs. Subjeot
to the general conditions under §576.103
and §576.104,ESG funds rnay be used to
pay housing owners, utility companies,
and other third parties for the fol-
lowing costs:

(1) Rental application fees. ESG funds
may pay for the rental housing appltca-
tion fee that is charged by the owner to
all applicants.

(2) Security deposits. ESG funds may
pay for a security deposit that is equal
to no more than 2 months' rent.
(3) Last month's rent. If necessary to

obtain housing for a program partici-
pant, the last month's rent may be
paid from ESG funds to the owner of
that housing at the time the owner is
paid the seourity deposit and the first
month's rent. This assistance must not
exoeed one month's rent and must be
inoluded in calculating the program
participant's total rental assistanoe,
which cannot exceed 24 months during
any 3-year period.

(4) Utility deposits. ESG funds may
pay for a standard utility deposit re-
quired by the utility oompany for all
customers for the utilities listed in
paragraph (5) of this section.

(5) Utility payments. ESG funds may
pay for up to 24months of utility pay-
ments per program partioipant, per
service, including up to 6 months of
utility payments in arrears, per serv-
ice. A partial payment of a ut1l1ty bill
oounts as one month. This assistance
may only be provided if· the program
partioipant or a member of the same
household has an account in his or her
name with a utility oompany or proof
of responsibility to make' utility pay-
ments. Eligible ut1l1ty aervtoes are gas,
eleotrio, water, and sewage. No pro-
gram par-ticipant shall receive more
than 24 months of utility assistance
within any 3-year period.

(6) Moving costs. ESG funds may pay
for moving costs, suoh as truok rental
or hiring a moving company. This as-
sistance may include payment of tem-
porary storage fees for up to 3 months,
provided that the fees are aoorued after
the date the program partioipant be-
gins reoeiving assistance under para-
graph (b) of this section and before the
program partioipant moves into perma-
nent housing. Payment of temporary
storage fees in arrears Is not eligible.
(b) sennees costs. Subject to the gen-

eral restrictions under §576.103 and
§576.104,ESG funde may be used to pay
the costs of providing the following
services:

(1) Housing searcn. and placement.
Servioes 01' activities neoessary to as-
sist program partioipants in locating,
obtaining, and retaining suitable per-
manent housing, include the following:

(1) Assessment of housing barriers,
needs, and preferences:
(il) Development of an aotion plan for

locating housing;
(iii) Housing search:
(iv) Outreach to and negotiation with

owners;
(v) Asststance with submitting rental

applications and understanding leases;
(vi) Assessment of housing for com-

pliance with Emergency Solutions
Grant (ESG) requirements for habit-
ability, lead-based paint, and rent rea-
sonableness;
(vii) Assistance with obtaining utili-

ties and making moving arrangements;
and
(viii) Tenant counseling.
(2) Housing stability case management.

ESG funds may be used to pay cost of
assessing, arranging, coordinating, and
monitoring the delivery of individual-
ized services to faoilitate housing sta-
bility for a program participant who
resides in permanent housing or to as-
sist a program partioipant in over-
ooming immediate barriers to obtain-
ing housing. This asststanoe oannot ex-
oeed 30 days during the period the pro-
gram partioipant is seeking permanent
housing and oannot exceed 24 months
during the period the program partici-
pant is living in permanent housing.
Component servioes and activities con-
sist of:
(A) Using the centralized or coordi-

nated assessment system as required
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ATTACHMENT •..... s:::......•..

PAGE ..... lL._ OF .•..~.'¢.... PAGES

paragraph ( 1) of the " homeless" defini- 
tion. The rapid re- housing assistance
must be provided in accordance with

the housing relocation and stabiliza- 
tion services requirements in § 576.105, 
the short- and medium -term rental as- 
sistanoe requirements in § 576. 106, and
the written standards and procedures

established under §576. 400. 

576. 105 Housing relocation and sta. 
bilization services. 

a) Financial assistance costs. Subject
to the general conditions under § 576. 103
and § 576. 104, ESG funds may be used to
pay housing owners, utility companies, 
and other third parties for the fol- 

lowing costs: 
1) Rental application fees. ESG funds

may pay for the rental housing applica- 
tion fee that is charged by the owner to
all applicants. 

2) Security deposits. ESG funds may
pay for a security deposit that is equal
to no more than 2 months' rent. 

3) Last month' s rent. if necessary to
obtain housing for a program partici- 
pant, the last month' s rent may be
paid from ESG funds to the owner of

that housing at the time the owner is
paid the security deposit and the first
month' s rent. This assistance must not

exceed one month' s rent and must be
included in calculating the program
participant' s total rental assistance, 

which cannot exceed 24 months during
any 3 -year period. 

4) Utility deposits, ESG funds may
pay for a standard utility deposit re- 
quired by the utility company for all
customers for the utilities listed in
paragraph ( 5) of this section. 

5) Utility payments. ESG funds may
pay for up to 24 months of utility pay- 
ments per program participant, per

service, including up to 6 months of
utility payments in arrears, per serv- 
ice. A partial payment of a utility bill
counts as one month. This assistance

may only be provided if, the program
participant or a member of the same
household has an account in his or her

name with a utility company or proof
of responsibility to make' utility pay -. 
ments. Eligible utility services are gas, 
electric, water, and sewage. No pro- 
gram participant shall receive more

than 24 months of utility assistance
within any 3 -year period. 

576. 105

6) Moving costs. ESG funds may pay
for moving costs, such as truck rental
or hiring a moving company. This as- 
sistance may include payment of tem- 
porary storage fees for up to 3 months, 
provided that the fees are accrued after
the date the program participant be- 
gins receiving assistance under para- 
graph ( b) of this section and before the
program participant moves into perma- 
nent housing. Payment of temporary
storage fees in arrears is not eligible. 

b) Services costs. Subject to the gen- 
eral restrictions under § 576. 103 and

576. 104, ESG funds may be used to pay
the costs of providing the following
services: 

1) Housing search and placement. 
Services or activities necessary to as- 
sist program participants in locating, 

obtaining, and retaining suitable per- 
manent housing, include the following; 

i) Assessment of housing barriers, 
needs, and preferences; 

ii) Development of an action plan for

locating housing; 
III) Housing search; 
iv) Outreach to and negotiation with

owners; 

v) Assistance with submitting rental
applications and understanding leases; 

vi) Assessment of housing for com- 
pliance with Emergency Solutions
Grant ( ESG) requirements for habit- 

ability, lead -based paint, and rent rea- 
sonableness; 

vii) Assistance with obtaining utili- 
ties and making moving arrangements; 
and

viii) Tenant counseling. 
2) Housing stability case management. 

ESG funds may be used to pay cost of
assessing, arranging, coordinating, and
monitoring the delivery of individual- 
ized services to facilitate housing sta- 
bility for a program participant who
resides in permanent housing or to as- 
sist a program participant in over- 

coming immediate barriers to obtain- 
ing housing. This assistance cannot ex- 
ceed 30 days during the period the pro- 
gram participant is seeking permanent
housing and cannot exceed 24 months
during the period the program partici- 
pant is living in permanent housing. 
Component services and activities con- 

sist of: 

A) Using the centralized or coordi- 
nated assessment system as required
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under §576.400(d), to evaluate individ-
uals and families applying for or re-
ceiving homelessness prevention or
rapid re-housing assistance;

(B) Conducting the initial evaluation
required under §576.401(a), including
verifying and documenting eligibility,
for individuals and fam111es applying
for homelessness prevention or rapid
re-housing assistance;

(C) Counseling;
(D) Developing, securing, and coordi-

nating services and obtaining Federal,
State, and local benefits; .

(E) Monitoring and evaluating pro-
gram participant progress;

(F) Providing information and refer-
rals to other providers;

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

(H) Conducting re-evaluations re-
quired under §576.401(b).

(3) Mediation. ESG funds may pay for
mediation between the program partic-
ipant and the owner 01' person(s) with
whom the program participant is liv-
ing, provided that the mediation is nec-
essary to prevent the program partici-
pant from losing permanent housing in
which the program partdcipant cur-
rently restdes.

(4) Legal services. ESG funds may pay
for legal services, as set forth in
§ 576.102(a)(1)(vi), except that the eligi-
ble subject matters also include land-
lord/tenant matters, and the services
must be necessary to resolve a legal
problem that prohibits the program
participant from obtaining permanent
housing or will likely result in the pro-
gram participant losing the permanent
housing in which the program partici-
pant currently reeldes.

(5) Credit repair. ESG funds may pay
for oredit counseling and other services
necessary to assist program partici-
pants with critical skills related to
household budgeting, managing money,
acoessing a fi'ee personal credit report,
and resolving personal credit problems.
This assistanoe does not include the
payment or modification of a debt.

(c) Maximum amounts and periodS oj
assistance. The recipient may set a
maximum dollar amount that a pro-
gram participant may reoeive fo1' each
type of financial assistance under para-

24 CFRCh. V (4-1-15 Edition)

graph (a) of this section. The recmient
may also set a maximum period for
whioh a program partdcipant may re-
ceive any of the types of asststance or
services under this section. However,
except for housing stability case man-
agement, the total period for which
any program partioipant may receive
the services under paragraph (b) of this
section must not exceed 24 months dur-
ing any 3-year period. The limits on
the assistance under this section apply
to the total assistance an indtvtdual re-
ceives, either as an individual or as
part of a family.

(d) Use with other subsidies. Financial
assistance under paragraph (a) of this
section cannot be provided to a pro-
gram participant who is receiving the
same type of assistance through other
public sources or to a program partici-
pant who has been provided with re-
placement housing payments under the
URA, during the period of time covered
by the URA payments.

§576.106 Short-term and medium-term
rental assistance.

(a) General provisions. Subject to the
general conditions under § 576.103and
§576.104, the recipient or subrsotptent,
may provide a program partdoipant
with up to 24 months of rental assist-
ance during any 3-year period. This as-
sistance may be short-term rental as-
sistance, medium-term rental assist-
ance, payment of rental arrears, or any
combination of this assistance.

(1) Short-te1'm rental assistance is as-
sistance for up to 3 months of rent.

(2) Medium-term rental aeslstance is
assistance for more than 3 months but
not more than 24 months of rent.

(3) Payment of rental arrears COn-
ststs of a one-time payment for up to 6
months of rent in arrears, including
any late fees on those arrears.

(4) Rental assistance may be tenant-
based or project-based, as Bet forth in
paragraphs (h) and (i) of this section.

(b) Discretion to set caps and condi-
tions. Subject to the requirements of
this seotdon,' the recipient may set a
maximum amount or peroentage of
rental assistanoe that a program par-
tioipant may receive, a maximum num-
ber of months that a program partici-
pant may receive rental assistance, or
a maximum number of times that a
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under § 576. 400( d), to evaluate individ- 

uals and families applying for or re- 
ceiving homelessness prevention or
rapid re- housing assistance; 

B) Conducting the initial evaluation
required under § 576. 401( a), including
verifying and documenting eligibility, 
for individuals and families applying
for homelessness prevention or rapid

re- housing assistance; 
C) Counseling; 
D) Developing, seouring, and coordi- 

nating services and obtaining Federal, 
State, and local benefits; 

E) Monitoring and evaluating pro- 
gram participant progress; 

F) Providing information and refer- 
rals to other providers; 

G) Developing an individualized
housing and service plan, including
planning a path to permanent housing
stability; and

H) Conducting re- evaluations re- 
quired under § 576. 401( b). 

3) Mediation. ESG funds may pay for
mediation between the program partic- 

ipant and the owner or person(s) with

whom the program participant is liv- 

ing, provided that the mediation is nec- 
essary to prevent the program partici- 
pant from losing permanent housing in
which the program participant cur- 

rently resides. 

4) Legal services. USG funds may pay
for legal services, as set forth in

576. 102( a)( 1)( vi), except that the eligi- 
ble subject matters also include land - 
lord/tenant matters, and the services

must be necessary to resolve a legal
problem that prohibits the program
participant from obtaining permanent
housing or will likely result in the pro- 
gram participant losing the permanent
housing in which the program partici- 
pant currently resides. 

5) Credit repair. ESG funds may pay
for credit counseling and other services
necessary to assist program partici- 
pants with critical skills related to

household budgeting, managing money, 
accessing a free personal credit report, 
and resolving personal credit problems. 
This assistance does not include the
payment or modification of a debt. 

c) Maximum amounts and periods of
assistance. The recipient may set a
maximum dollar amount that a pro- 

gram participant may receive for each
type of financial assistance under para- 

24 CFR Ch. V ( 4 - 1 - 15 Edition) 

graph ( a) of this section, The recipient

may also set a maximum period for
which a program participant may re- 

ceive any of the types of assistance or
services under this section. However, 
except for housing stability case man- 
agement, the total period for which

any program participant may receive
the services under paragraph ( b) of this
section must not exceed 24 months dur- 

ing any 3 -year period. The limits on
the assistance under this section apply
to the total assistance an individual re- 
ceives, either as an individual or as

part of a family. 
d) Use with other subsidies. Financial

assistance under paragraph ( a) of this
section cannot be provided to a pro- 
gram participant who is receiving the
same type of assistance through other
public sources or to a program partici- 

pant who has been provided with re- 

placement housing payments under the
URA, during the period of time covered
by the URA payments. 

576.106 Short -term and medium-term
rental assistance. 

a) General provisions. Subject to the

general conditions under § 576. 103 and

576. 104, the recipient or subreotpient

may provide a program participant

with up to 24 months of rental assist- 
ance during any 3 -year period. This as- 
sistance may be short -term rental as- 
sistance, medium -term rental assist- 
ance, payment of rental arrears, or any

combination of this assistance. 

1) Short -term rental assistance is as- 

sistance for up to 3 months of rent, 
2) Medium -term rental assistance is

assistance for more than 3 months but
not more than 24 months of rent. 

3) Payment of rental arrears con- 

sists of a one -time payment for up to 6
months of rent in arrears, including
any late fees on those arrears, 

4) Rental assistance may be tenant - 
based or project - based, as set forth in
paragraphs (h) and ( 1) of this section. 

b) Discretion to set caps and condi- 

tions. Subject to the requirements of
this section,' the recipient may set a
maximum amount or percentage of

rental assistance that a program par- 

ticipant may receive, a maximum num- 
ber of months that a program partici- 

pant may receive rental assistance, or
a maximum number of times that a
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program participant may receive rent-
al assistance. The recipient may also
require program partioipants to share
in the costs of rent.
(c) Use with other subsidies. Except for

a one-time payment of rental arrears
on the tenant's portion of the rental
payment, rental assistance cannot be
provided to a program partioipant who
is receiving tenant-based rental assist-
ance, or llving in a housing unit receiv-
ing project-based rental assistance or
operating' assistance, through other
public sources. Rental assistance may
not be provided to a program partici-
pant who has been provided with re-
placement housing payments under the
URA during the period of time covered
by the URA payments.
(d) Rent restriotions. (1) Rental assist-

anoe cannot be provided unless the rent
does not. exceed the Fair Market Rent
established by HUD, as provided under
24 CFR part 888, and compltes with
HUD's standa.rd of rent reasonableness,
as established under 24CFR 982.507.
(2) For purposes of caloulating rent

under this section, the rent shall equal
the sum of the total monthly rent for
the unit, any fees required for ooou-
pancy under the lease (other than late
fees and pet fees) and, if the tenant
pays separately for utilities, the
monthly allowance for utilities (ex-
cluding telephone) established by the
public housing authority for the area
in which the housing is located.
(e) Rental assistanoe agreement. The

recipient or aubreoipient may make
rental assistanoe payments only to an
owner with whom the recipient or sub-
recipient has entered into a rental as-
sistanoe agreement. The rental assist-
ance agreement must set forth the
terms under which rental asstatance
w1l1be provided, including the require-
ments that apply under this section.
The rental assistanoe agreement must
provide that, during the term of the
agreement, the owner must give the re-
cipient or subrecipient a oopy of any
notice to the program partioipant to
vacate the housing unit, or any com-
plaint used under state or local law to
commence an eviotion action against
the program partioipant.

(f) Late payments. The recipient or
subrecipient must make timely pay-
ments to each owner in accordance

with the rental assistanoe agreement.
The rental assistanoe agreement must
contain the same payment due date,
grace period, and late payment penalty
requirements as the program partici-
pant's lease. The reoipient or sub-
reoipient is solely responsible for pay-
ing' late payment penalties that it in-
OUl.'S with non-ESG funds.
(g) Lease. Eaoh program participant

receiving rental assistance must have a
legally binCling, written lease for the
rental unit, unless the assistance is
solely for rental arrears. The lease
must be between the owner and the
program partioipant. Where the aestst-
anoe is solely for rental arrears, an
oral agreement may be accepted in
place of a written lease, if the agree-
ment gives the program participant an
enforceable leasehold interest under
state law and the agreement and rent
owed are sufficiently documented by
the owner's financial records, rent
ledgers, or canceled checks. For pro-
gram partioipants living in housing
with project-based rental assistance
under paragraph (1)of this sectdon, the
lease must have an initial term of one
year.

(h) Tenant-based rental assistance. (1)
A program participant who receives
tenant-based rental assistance may se-
lect a housing unit in which to live and
may move to another unit or building
and continue to receive rental assist-
anoe, as long as the program parttci-
pant oontinues to meet the program re-
quirements.
(2)The reoipient may require that all

program participants live within a par-
tioular area for the period in whioh the
rental assistanoe is provided.
(3) The rental assistance agreement

with the owner must terminate and no
further rental assistanoe payments
under that agreement may be made if:
(1) The program partioipant moves

out of the housing unit for which the
program participant has a lease;
(11)The lease terminates and is not

renewed; or
(iii) The program participant be-

comes ineligible to receive ESG rental
assistance.
(i) Project-based rental assistance. If

the reoipient or subrecipient identifies
a permanent housing unit that meets

189
ATTACHMENT •...•••\{ ...••....

PAGE .... ~£....OF ... f:.Cf? .•.

program participant may receive rent- 

al assistance. The recipient may also
require program participants to share

In the costs of rent. 
c) Use with other subsidies. Except for

a one -time payment of rental arrears
on the tenant' s portion of the rental

payment, rental assistance cannot be
provided to a program participant who

Is receiving tenant -based rental assist- 
ance, or living in a housing unit receiv- 
ing project -based rental assistance or
operating' assistance, through other

public sources. Rental assistance may
not be provided to a program partici- 

pant who has been provided with re- 

placement housing payments under the
URA during the period of time covered
by the URA payments. 

d) Rent restrictions. ( 1) Rental assist- 
ance cannot be provided unless the rent
does not, exceed the Fair Market Rent

established by HUD, as provided under
24 CPR part 888, and complies with

HUD' s standard of rent reasonableness, 

as established under 24 CPR 982. 507. 

2) For purposes of calculating rent
under this section, the rent shall equal

the sum of the total monthly rent for
the unit, any fees required for occu- 
pancy under the lease ( other than late
fees and pet fees) and, if the tenant
pays separately for utilities, the

monthly allowance for utilities ( ex- 
oluding telephone) established by the
public housing authority for the area
In which the housing is located. 

e) Rental assistance agreement. The

recipient or subrecipient may make

rental assistance payments only to an
owner with whom the recipient or sub- 

recipient has entered into a rental as- 
sistance agreement. The rental assist- 

ance agreement must set forth the
terms under which rental assistance
will be provided, including the require- 
ments that apply under this section. 
The rental assistance agreement must

provide that, during the term of the
agreement, the owner must give the re- 

cipient or subrecipient a copy of any

notice to the program participant to
vacate the housing unit, or any com- 
plaint used under state or local law to
commence an eviction action against

the prograin participant. 

f) Late payments. The recipient or

subrecipient must make timely pay- 
ments to each owner in accordance

with the rental assistance agreement. 

The rental assistance agreement must

contain the same payment due date, 

grace period, and late payment penalty
requirements as the program partici- 
pant' s lease. The recipient or sub- 

recipient is solely responsible for pay- 
ing late payment penalties that it in- 
curs with non -ESG funds. 

g) Lease. Each program participant
receiving rental assistance must have a
legally binding, written lease for the
rental unit, unless the assistance is

solely for rental arrears, The lease
must be between the owner and the
program participant. Where the assist- 

ance is solely for rental arrears, an
oral agreement may be accepted in
place of a written lease, if the agree- 

ment gives the program participant an

enforceable leasehold interest under

state law and the agreement and rent

owed are sufficiently documented by
the owner' s financial records, rent

ledgers, or canceled checks. For pro- 

gram participants living in housing
with project -based rental assistance

under paragraph ( i) of this section, the
lease must have an initial term of one
year. 

h) Tenant -based rental assistance. ( 1) 
A program participant who receives

tenant -based rental assistance may se- 
lect a housing unit in which to live and
may move to another unit or building
and continue to receive rental assist- 

ance, as long as the program partici- 
pant continues to meet the program re- 
quirements. 

2) The recipient may require that all
program participants live within a par- 

ticular area for the period in which the

rental assistance is provided. 

3) The rental assistance agreement

with the owner must terminate and no
further rental assistance payments

under that agreement may be made if: 
1) The program participant moves

out of the housing unit for which the
program participant has a lease; 

ii) The lease terminates and is not

renewed; or

iii) The program participant be- 

comes ineligible to receive ESG rental
assistance. 

i) Project -based rental assistance. if

the recipient or subrecipient identifies

a permanent housing unit that meets
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ESG requirements and becomes avail-
able before a program participant is
identified to lease the unit, the reotpi-
ent or subreoipient may enter into a
rental assistance agreement with the
owner to reserve the unit and subsidize
Its rent in accordance with the fol-
lowing requirements:

(1) The rental assistance agreement
may cover one or more permanent
housing units in the same building.
Each unit covered by the rental assist-
ance agreement ("assisted unit") may
only be occupied by program partici-
pants, except as provided under para-
graph (i)(4) of this seotion.
(2) The repipient or subrecipient may

pay up to" 100 peroent of the first
month's rent, provided that a program
partioipant signs a lease and moves
into the unit before the end of the
month for which the first month's rent
is paid. The rent paid before a program
participant moves into the unit must
not exceed the rent to be charged under
the program participant's lease and
must be inoluded when determining
that program partioipant's total rental
assistance.
(3) The rectpient or eubreotplent may

make monthly rental assistanoe pay-
ments only for each whole or partial
month an assisted unit is leased to a
program participant. When a program
participant moves out of an assisted
unit, the recipient or subreotpient may
pay the next month's rent, I.e., the first
month's rent for a new program partic-
ipant, as provided in paragraph (i)(2) of
this section.
(4) The program participant's lease

must not condition the term of ocou-
panoy to the provision of rental assist-
anoe payments. If the program partici-
pant is determined ineligible or
reaches the maximum number of
months over which rental asststanoe
can be provided, the reoipient 01' sub-
reoipient must suspend or terminate
the rental assistanoe payments for the
unit. If the payments are suspended,
the individual or family may remain in
the assisted unit as permitted under
the lease, and the recipient or sub-
reoipient may resume payments if the
individual or family again becomes eli-
gible and needs further rental assist-
ance. If the payments are terminated,
the rental aseistanoe may be trans-

24 CFRCh. V (4-1-15 Edition)

ferred to another available unit in the
same building, provided that the other
unit meets all ESG requirements.
(5) The rental asetstance agreement

must have an initial term of one year.
When a new program parttclpant moves
into an assiated unit, the term of the
rental aserstance agreement may be ex-
tended to oover the initial term of the
program partdoiparrt's lease. If the pro-
gram participant's lease is renewed.
the rental assistance agreement may
be renewed 01' extended, as needed, up
to the maximum number of months for
whioh the program partioipant remains
eligible. However, under no cir-
cumstances may the reoipient or sub-
reoipient oommit ESG funds to be ex-
pended beyond the expenditure dead-
line in §576.203 or commit funds for a
future ESG grant before the grant is
awarded.

(j) Changes in household composition.
The limits on the assistance under this
section apply to the total assistance an
individual receives, either as an indi-
vidual or as part of a family.

§576.107 HMIS component.
(a) Eligible costs.
(1) The reoipient or subreciptent may

use ESG funds to pay the oosts of con-
tributing data to the HMIS designated
by the Continuum of Oare for the area,
inoluding the coats of:
(i) Purohasing or leasing computer

hardware;
(ii) Purohasing software or software

lioenses;
(iii) Purohasing or leasing equip-

ment, including telephones, fax rna-
chines, and furniture;
(tv) Obtaining teohnioal support;
(v) Leasing offioe space:
(vi) Paying charges for eleotrioity,

gas, water, phone servioe, and high-
speed data transmission necessary to
operate or oontribute data to the
HMIS;
(vii) Paying salaries for operating

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

quality;
(0) Completing data analysis;
(D) Reporting to the HMIS Lead;
(F) Training staff on using the HMJS

or comparable database; and
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ESG requirements and becomes avail- 
able before a program participant is
identified to lease the unit, the recipi- 
ent or subrecipient may enter into a
rental assistance agreement with the

owner to reserve the unit and subsidize

Its rent in accordance with the fol- 

lowing requirements; 
1) The rental assistance agreement

may cover one or more permanent
housing units in the same building. 
Each unit covered by the rental assist- 
ance agreement ( " assisted unit ") may

only be occupied by program partici- 
pants, except as provided under para- 
graph (i)( 4) of this section. 

2) The recipient or subrecipient may

pay up to' 100 percent of the first
month' s rent, provided that a program
participant signs a lease and moves

into the unit before the end of the
month for which the first month' s rent

is paid. The rent paid before a program
participant moves into the unit must
not exceed the rent to be charged under
the program participant' s lease and
must be included when determining
that program participant' s total rental
assistance. 

3) The recipient or subrecipient may
make monthly rental assistance pay- 

ments only for each whole or partial
month an assisted unit is leased to a
program participant, when a program

participant moves out of an assisted

unit, the recipient or subrecipient may
pay the next month's rent, i. e., the first
month' s rent for a new program partic- 

ipant, as provided in paragraph ( 1)( 2) of
this section. 

4) The program participant' s lease
must not condition the term of occu- 
pancy to the provision of rental assist- 
ance payments. If the program partici- 
pant is determined ineligible or

reaches the maximum number of

months over which rental assistance

can be provided, the recipient or sub- 
recipient must suspend or terminate
the rental assistance payments for the
unit. If the payments are suspended, 

the individual or family may remain in
the assisted unit as permitted under

the lease, and the recipient or sub- 

recipient may resume payments if the
individual or family again becomes eli- 
gible and needs further rental assist- 
ance. If the payments are terminated, 
the rental assistance may be trans- 

24 CFR Ch. V (4 - 1 - 15 Edition) 

erred to another available unit in the

same building, provided that the other
unit meets all ESG requirements. 

5) The rental assistance agreement
must have an initial term of one year. 
When a new program participant moves

Into an assisted unit, the term of the
rental assistance agreement may be ex- 
tended to cover the initial term of the
program participant' s lease. If the pro- 
gram participant' s lease is renewed, 
the rental assistance agreement may
be renewed or extended, as needed, up

to the maximum number of months for
which the program participant remains

eligible. However, under no cir- 

cumstances may the recipient or sub- 
recipient commit ESG funds to be ex- 
pended beyond the expenditure dead- 

line in § 576. 203 or commit funds for a
future ESG grant before the grant is
awarded. 

j) Changes in household composition. 
The limits on the assistance under this
section apply to the total assistance an
individual receives, either as an indi- 

vidual or as part of a family. 

576.107 HMIS component. 

a) Eligible costs. 

1) The recipient or 'subrecipient may

use ESG funds to pay the costs of con- 
tributing data to the HMIS designated
by the Continuum of Care for the area, 
including the costs of: 

i) Purchasing or leasing computer
hardware; 

ii) Purchasing software or software
licenses; 

iii,) Purchasing or leasing equip- 
ment, including telephones, fax ma- 
chines, 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; 
F) Training staff on using the HMIS

or comparable database; and
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Ole. of Asst. Secy., Comm. Planning, Develop., HUD §576.108

(G) Implementing and complying
with HMIS requirements;

(viii) Paying oosts of staff to travel
to and attend HUD-sponsored and HUD-
approved training on HMIS and pro-
grams authorized by Title IV of the
MCKinney-Vento Homeless Assistance
Act;

(ix) Paying staff travel costs to con-
duct intake; and

(x) Paying partIcipation fees charged
by the HMIS Lead. if the reoipient or
subreoipient is not the HMIS Lead. The
HMIS Lead is the entity designated by
the Continuum of Oare to operate the
area's HMIS.

(2) If the recipient is the HMIS lead
agency, as designated by the Con-
tdnuum of Oare in the most recent fis-
cal year Oontinuum of Oare Homeless
Assistance Grants Oompetition, it may
also use ESG funds to pay the costs of:

(i) Hosting and maintaining HMIS
software or data;

(ii) Backing up, recovering, or repair-
ing HMIS software or data;

(iii) Upgrading, customizing. and en-
hancing the HMIS;

(iv) Integrating and warehousing
data, including development of a data
warehouse for use in aggregating data
from eubrecipients using multiple soft-
ware systems;

(v) Administering the system;
(vi) Reporting to providers, the Con-

tinuum of Oare, and HUD; and
(vii) Oonduoting training on using

the system or a comparable database,
including traveling to the training.

(3) If the subrecipient is a victim
services provider or a legal services
provider, it may use ESG funds to es-
tabllsh and operate a comparable data-
base that collects client-level data over
time (i.e., longitudinal data) and gen-
erates unduplicated aggregate reports
based on the data. Informat.ion entered
into a comparable database must not
be entered direotly into or provided to
anHMIS.

(b) General restrictions. Aotivities
funded under this seotion must comply
with HUD's standards on partioipation,
data colleotion, and reporting under a
looal HMIS.

§ 576.108 Admtnistratdve activities.
(a) Eligible costs. The recipient may

use up to 7.6 percent of its ESG grant

for the payment of administrative
costs related to tbe planning and exe-
cution of ESG aotivities. This does not
Include staff and overhead costs di-
rectly related to oarrying out aotivi-
ties eligible under §576.101 through
§ 576.107,because those costs are eligi-
ble as part of those activities. Eligible
administrative oosts include:

(1) General management, oversight and
coordination. Oosts of overall program
management. coordination, moni-
toring, and evaluation. These costs in-
elude, but are not limited to, necessary
expenditures for the following:

(I) Salaries, wages, and related costs
of the recipient's staff, the staff of sub-
recipients, or other staff' engaged in
program administration. In oharg ing
costs to this category, the recipient
may either Include the entire salary,
wages, and related costs allocable to
the program of each person whose pri-
mary responsibilities with regard to the
program involve program administra-
tion assignments, or the pro rata share
of the salary, wages, and related costs
of eaoh person whose job includes any
program administration assignments.
The recipient may use orily one of
these methods for each fiscal year
grant. Program administration assign-
ments include the following:

(A) Preparing program budgets and
schedules, and amendments to those
budgets and schedules:

(B) Developing systems for assuring
compliance with program require-
ments;

(0) Developing Interagency agree-
menta and agreements with subreoipi-
ents and contractors to oarry out pro-
gram activities;

(D) Monitoring program aotivities for
progress and compliance with program
requirements;

(E) Preparing reports and other docu-
ments direotly related to the program
for submission to HUD;

(F) Ooordinatdng the resolution of
audit and monibortng findings;

(G) Evaluating program results
against stated objectives; and

(H) Managing 01' supervising persons
whose primary responsibilities with re-
gard to the program include such as-
signments as those desoribed in para-
graph (a)(1)(i)(A) through (G) of this
section.
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G) Implementing and complying
with HMIS requirements; 

viii) Paying costs of staff to travel
to and attend HUD- sponsored and HUD - 

approved training on HMIS and pro- 
grams authorized by Title IV of the
McKinney -Vento Homeless Assistance
Act; 

ix) Paying staff travel costs to con- 
duct intake; and

x) Paying participation fees charged
by the HMIS Lead, if the recipient or
subrecipient is not the HMIS Lead. The

HMIS Lead is the entity designated by
the Continuum of Care to operate the
area' s HMIS. 

2) If the recipient is the HMIS lead

agency, as designated by the Con- 
tinuum of Care in the most recent fis- 
cal year Continuum of Care Homeless

Assistance Grants Competition, it may
also use ESG funds to pay the costs of: 

i) Hosting and maintaining HMIS
software or data; 

ii) Backing up, recovering, or repair- 
ing HMIS software or data; 

iii) Upgrading, customizing, and en- 
hancing the HMIS; 

iv) Integrating and warehousing
data, including development of a data
warehouse for use in aggregating data
from subrecipients using multiple soft- 
ware systems; 

v) Administering the system; 
vi) Reporting to providers, the Con- 

tinuum of Care, and HUD; and

vii) Conducting training on using
the system or a comparable database, 

including traveling to the training. 
3) If the subrecipient is a victim

services provider or a legal services

provider, it may use ESG funds to es- 
tablish and operate a comparable data- 
base that collects client -level data over
time ( i. e., longitudinal data) and gen- 
erates unduplicated aggregate reports

based on the data. Information entered

into a comparable database must not

be entered directly into or provided to
an HMIS. 

b) General restrictions. Activities

funded under this section must comply
with HUD' s standards on participation, 

data collection, and reporting under a
local HMIS. 

576.108 Administrative activities. 

a) Eligible costs. The recipient may

use up to 7, 5 percent of its ESG grant

for the payment of administrative

costs related to the planning and exe- 
cution of ESG activities. This does not
include staff and overhead costs di- 

rectly related to carrying out activi- 
ties eligible under § 576. 101 through

576. 107; because those costs are eligi- 
ble as part of those activities. Eligible

administrative costs include: 

1) General management, oversight and

coordination. Costs of overall program
management, coordination, moni- 

toring, and evaluation. These costs in- 
clude, but axe not limited to, necessary
expenditures for the following: 

i) Salaries, wages, and related costs
of the recipient' s staff, the staff of sub - 

recipients, or other staff engaged in

program administration. In charging
costs to this category, the recipient
may either include the entire salary, 
wages, and related costs allocable to
the program of each person whose pri- 

mary responsibilities with regard to the
program involve program administra- 

tion 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 assign- 

ments include the following: 
A) Preparing program budgets and

schedules, and amendments to those
budgets and schedules; 

B) Developing systems for assuring
compliance with program require - 

ments; 

C) Developing interagency agree- 
ments and agreements with subrecipi- 

ents and contractors to carry out pro- 
gram activities; 

D) Monitoring program activities for
progress and compliance with program

requirements; 

E) Preparing reports and other docu- 
ments 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 re- 
gard to the program include such as- 
signments as those described in para- 
graph ( a)( 1)( i)(A) through ( G) of this

section. 
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(U) Travel costs inourred for moni-
toring of subrecipients;

(iii) Administrative services per-
formed under third-party contraots or
agreements, including general legal
services, accounting services, and audit
services; and

(iv) Other costs for goods and serv-
ices required for administration of the
program, inoluding rental or purchase
of equipment, insurance, utilities, of-
fice supplies, and rental and mainte-
nance (but not purchase) of office
space.

(2) Training on ESG requirements.
Oosts of providing training on ElSa re-
quirements and attending HUD-spon-
sored ESa trainings.

(3) Consolidated plan. Costs of pre-
paring and amending the ESG and
homelessness-related sections of the
consolidated plan in accordance with
ESa requirements and 24 OFR part 91.

(4) Environmental review. Oosts of car-
rying out the environmental review re-
sponsibilities under §576.407.

(b) Sharing requirement. (1) States. If
the recipient is a State, the rec1p1ent
must share its funds for administrative
costs with its subrecipiants tbat are
units of general purpose looal govern·
ment. The amount shared must be rea-
sonable under the circumstances. The
recipient may share its funds for ad-
ministrative costs with its subreoipi-
ents that are private nonprofit organi-
zations.

(2) Territories, metropolitan cities, and
urban counties. If the reoipient is a ter-
ritory, metropolitan city, or urban
county, the reoipient may share its
funds for administrative costs with its
subrecipients.

§576.109 Indirect costs,
(a) In general. ESa grant funds may

be used to pay indirect costs in accord-
ance with OMB Ciroular A-87 (2 CFR
part 225), or A-122 (2 OFR part 230), as
applioable.

(b) Allocation. Indirect costs may be
allocated to each eligible aotivity
under §576.101through §576.10B,so long
as that allooation is consistent with an
indirect cost rate proposal developed in
accordance with OMB Circular A--87(2
OFR part 225), 01' A-122 (2 CFR part
230),as applicable.

24 CFR Ch. V (4-1-15 Edition)

(0) ExPenditure limits. The indirect
costs charged to an aotivity subject to
an expenditure limit under §576.100
must be added to the direot oosts
charged for that activity when deter-
mining the total costs subject to the
expenditure limit.

Subpart C-Award and Use of
Funds

§578..200 Submission requirements
and grant approval.

(a) Application submission and ap-
proval. In addition to meeting the ap-
plioation submission requirements in
24 CFR part 5, subpart K, each State,
urban county, or metropolitan oity
must submit and obtain HUD approval
of a consolidated plan in accordance
with the requirements in 24 CFR part
91, and each territory must submit and
obtain HUD approval of a consolidated
plan in accordanoe with the require-
ments that apply to local governments
under 24 CFR part. 91. As provided
under 24 OFR 85.12, HUD may impose
special conditions or restrictions on a
grant, if the recipient is determined to
be high risk.

(b) Amendments. The recipient must
amend its approved consolidated plan
in order to make a change in its allooa-
tion priorities; make a change in its
method of distributing funds; carry out
an activity not previously described in
the plan; 01' change the purpose, scope,
location, 01' benefioiaries of an activ-
ity. The amendment must be com-
pleted and submitted to HUD in ac-
cordance with the requirements under
24 CFR 91.505.

§576..201 Matching requirement.
(a) RequIred amount of matching con-

tributions. (1) Except as provided under
paragraphs (a)(2) and (a)(3) of this sec-
tion, the recipient must make match-
ing oontributions to supplement the re-
cipient's ESG program in an amount
that equals the amount of ElSa funds
provided by HUD.

(2) If the recipient 1s a State, the
first $100,000of the fiscal year grant is
not required to be matched, However,
the recipient must transfer the benefit
of this exception to its subreoiptente
that are least capable of providing the
reoipient with matching contributions.

192

ATTACHMENT •...•.•";•.,..... ,...
'le..L OF

ii) Travel costs incurred for moni- 

toring of subrecipients; 
iii) Administrative services per- 

formed under third -party contracts or
agreements, including general legal
services, accounting services, and audit
services; and

iv) Other costs for goods and serv- 

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

fice supplies, and rental and mainte- 

nance ( but not purchase) of office

space. 

2) Twining on ESG requirements. 
Costs of providing training on ESG re- 
quirements and attending HUD -spon- 
sored ESG trainings. 

3) Consolidated plan. Costs of pre- 

paring and amending the ESG and
homelessness- related sections of the
consolidated plan in accordance with
ESG requirements and 24 CFR part 91. 

4) Environmental review. Costs of car- 

rying out the environmental review re- 
sponsibilities under §576. 407. 

b) Sharing requirement. ( 1) States. If
the recipient is a State, the recipient
must share its funds for administrative
costs with its subrecipients that are
units of general purpose local govern- 
ment. The amount shared must be rea- 
sonable under the circumstances. The

recipient may share its funds for ad- 
ministrative costs with its subrecipi- 
ents that are private nonprofit organi- 
zations. 

2) Territories, metropolitan cities, and
urban counties. If the recipient is a ter- 
ritory, metropolitan city, or urban

county, the recipient may share its
funds for administrative costs with its
subrecipients. 

576.109 Indirect costs. 

a) In general. ESG grant funds may
be used to pay indirect costs in accord- 
ance with OMB Circular A- 87 ( 2 CFR
part 225), or A -122 ( 2 CFR part 230), as
applicable. 

b) Allocation. Indirect costs may be
allocated to each eligible activity
under §576. 101 through §576. 108, so long
as that allocation is consistent with an
indirect cost rate proposal developed in
accordance with OMB Circular A -87 ( 2
CFR part 225), or A -122 ( 2 CFR part
230), as applicable. 

24 CFR Ch. V (4 - 1 ® 15 Edition) 

e) Expenditure limits. The indirect
costs charged to an activity subject to
an expenditure limit under § 576:100

must be added to the direct costs
ebarged for that activity when deter- 
mining the total costs subject to the
expenditure limit. 

Subpart C —Award and Use of
Funds

576.200 Submission requirements

and grant approval. 

a) Application submission and ap- 

proval. In addition to meeting the ap- 
plication submission requirements in
24 CFR part 5, subpart Ii, each State, 
urban county, or metropolitan city
must submit and obtain HUD approval
of a consolidated plan in accordance
with the requirements in 24 CFR part

91, and each territory must submit and
obtain HUD approval of a consolidated

plan in accordance with the require- 
ments that apply to local governments
under 24 CFR part. 91. As provided

under 24 CFR 85. 12, HUD may impose
special conditions_ or restrictions on a

grant, if the recipient is determined to
be high risk. 

b) Amendments. The recipient must
amend its approved consolidated plan
in order to make a change in its alloca- 
tion priorities; make a change in its
method of distributing funds; carry out
an activity not previously described in
the plan; or change the purpose, scope, 
location, or beneficiaries of an activ- 

ity. The amendment must be com- 
pleted and submitted to HUD in ac- 
cordance with the requirements under

24 CFR 91. 606. 

576.201 Matching requirement. 

a) Required amount of matching con- 
tributions. ( 1) Except as provided under

paragraphs ( a)( 2) and ( a)( 3) of this sec- 
tion, the recipient must make match- 

ing contributions to supplement the re- 
cipient' s ESG program in an amount
that equals the amount of ESG funds

provided by HUD. 
2) If the recipient is a State, the

first $100, 000 of the fiscal year grant is
not required to be matched. However, 
the recipient must transfer the benefit
of this exception to its subreoipients
that are least capable of providing the
recipient with matobing contributions. 
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(3) This matching requirement does
not apply if the reoipient is a territory.
(b) Eligible sources oj matching con-

tributions. (1) Subjeot to the require-
ment for States under paragraph (a)(2)
of this seotion, the reoipient may re-
quire its subreoipients to make match-
ing oontributions consistent with this
seotion to help meet the reoipient's
matchtng requirement.
(2) Matching' oontributions may be

obtained from any souroe, inoluding
any Federal source other than the ESG
program, as well as state, Iooal, and
private sources. However, the following
requirements apply to matching con-
tributions from a Federal source of
funds:
(i) The reoipient must ensure the

laws governing any funds to be used as
matching contributions do not prohibit
those funds from being used to match
Emergenoy Solutions Grant (ESG)
funds.
(n) If ESG funds are used to satisfy

the matching requirements of another
Federal program, then funding from
that program may not be used to sat-
isfy the matching requirements under
this section.
(c) Recognition oj matching contribu-

tions. (1) In order to meet the matching
requirement, the' matohing oontribu-
tions must meet all requirements bhaf
apply to the ESG funds provided by
HUD, exoept for the' expenditure limits
in §576.100.
(2) The matohing contributions must

be provided after the date that HUD
signs the grant agreement.
(3) To oount toward the required

match for the reoipient's fisoal year
grant, cash oontributions must be ex-
pended within the expenditure deadline
in §!>76.203,and noncash contrtbuttons
must be made within the expenditure
deadline in §576.203.
(4) Contributions used to matoh a

previous ESG grant may not be used to
match a subsequent ESG grant.
(5) Contributions that have been or

will be oounted as satisfying a match-
ing requirement of another Federal
grant or award may not oount as satis-
fying the matching requirement of this
section.
(d) Eligible types of matching contribu-

tions. The matohing requirement may
be met by one or both of the following;

(1) Cash contributtons. Cash expended
for allowable oosts, as de.('ined in OMB
Ciroulars A-87 (2 CFR part 225) and A-
122 (2 CFR part 230), of the reoipient or
subreoipient.

(2) Nonoash contributions. The value of
any real property, equipment, goods, or
services oontributed to the rectpient's
or subreoipient's ESG program, pro-
vided that if the reoipient 01' 'sub-
reoipient had to pay for them with
grant funds, the oosts would have been
allowable. Nonoash oontributions may
also inolude the purchase value of any
donated building.
(e) Calculating the amount of noncash

contributions. (1) To determine the
value of any donated material or build-
ing, or of any lease, the recipient must
use a method reasonably oalculated to
establish the fail' market value.
(2) Servioes provided by individuals

must be valued at rates oonsistent with
those ordinarily paid for similar work
in the reoipient's or subrecipieuti's 01'-
gantzatdon. If the reoipient or sub-
recipient does not have employees per-
forming similar work, the rates must
be oonsistent with those ordinanily
paid by other employers for similar
work in the same labor market.
(3) Some noncash oontributions are

real property. equipment, goods, or
services that, if the reoipient or sub-
recipient had to pay for them with
grant funds, the payments would have
been indireot costs. Matohing oredit for
these oontributions must be given only
if the recipient or subreoipient has es-
tablished, along with its regular indi-
reot cost rate, a special rate for allo-
oating to individual projeots or pro-
grams the value of those oontributions.
(f) Costs paid by program income. Costs

paid by program inoome shall count to-
ward meeting the reoipient's matching
requirements, provided the oosts are el-
igible ESG costs that supplement the
reoipient's ESG program.

§576.202 Means of carrying out grant
nctivities.

(a) States. If the reoipient is a State,
the reciptent may use an amount con-
sistent with the restriotions in §576.100
and §576.106to oa,rry out admtntsbra-
ttve aotivities through its employees or
proourement oontraots. If the reoipient
is a State, and has been identified as
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3) This matching requirement does
not apply if the recipient is a territory. 

b) Eligible sources of matching con- 
tributions, ( 1) Subject to the require- 
ment for States under paragraph ( a)( 2) 
of this section, the recipient may re- 
quire its subreeipients to make match- 

ing contributions consistent with this
section to help meet the recipient' s
matching requirement. 

2) Matching contributions may be
obtained from any source, including
any Federal source other than the ESG
program, as well as state, local, and

private sources, However, the following
requirements apply to matching con- 
tributions from a Federal source of

funds, 
i) The recipient must ensure the

laws governing any funds to be used as
matching contributions do not prohibit
those funds from being used to match
Emergency Solutions Grant ( ESG) 

funds. 

ii) If ESG funds are used to satisfy
the matching requirements of another
Federal program, then funding from
that program may not be used to sat- 
isfy the matching requirements under
this section. 

c) Recognition of matching contribu- 
tions. ( 1) In order to meet the matching
requirement, the matching contribu- 
tions must meet all requirements that

apply to the ESG funds provided by
HUD, except for the- expenditure limits

In §576. 100. 

2) The matching contributions must
be provided after the date that HUD
signs the grant agreement. 

3) To count toward the required

match for the recipient' s fiscal year
grant, cash contributions must be ex- 
pended within the expenditure deadline
in 076.203, and noncash contributions

must be made within the expenditure

deadline in §576. 203. 

4) Contributions used to match a

previous ESG grant may not be used to
match a subsequent ESG grant. 

5) Contributions that have been or
will be counted as satisfying a match- 
ing requirement of another Federal
grant or award may not count as satis- 

fying the matching requirement of this
section. 

d) Eligible types of matching contribu- 
tions. The matching requirement may
be met by one or both of the following: 

576.202

1) Casio contributions. Cash expended
for allowable costs, as defined in OMB
Circulars A -87 ( 2 CFR part 225) and A- 
122 ( 2 CPR part 230), of the recipient or

subrecipient. 

2) Noneash contributions. The value of

any real property, equipment, goods, or
services contributed to the recipient' s
or subreeipient' s ESG program, pro- 

vided that if the recipient or sub- 

recipient had to pay for them with
grant funds, the costs would have been
allowable. Noncash contributions may
also include the purchase value of any
donated building. 

e) Calculating the amount of noncash
contributions. ( 1) To determine the

value of any donated material or build- 
ing, or of any lease, the recipient must
use a method reasonably calculated to
establish the fair market value. 

2) Services provided by individuals
must be valued at rates consistent with

those ordinarily paid for similar work
in the recipient's or subrecipient' s or- 

ganization. If the recipient or sub- 
recipient does not have employees per- 

forming similar work, the rates must
be consistent with those ordinarily

paid by other employers for similar
work in the same labor market. 

3) Some noncash contributions are

real property, equipment, goods, or

services that, if the recipient or sub- 

recipient had to pay for them with
grant funds, the payments would have
been indirect costs. Matching credit for
these contributions must be given only
if the recipient or subrecipient has es- 

tablished, along with its regular indi- 
rect cost rate, a special rate for allo- 

cating to individual projects or pro- 
grams the value of those contributions. 

f) Costs paid by program income. Costs
paid by program income shall count to- 
ward meeting the recipient's matching
requirements, provided the costs are el- 
igible ESG costs that supplement the
recipient' s ESG program. 

576.202 Means of carrying out grant
activities. 

a) States. If the recipient is a State, 

the recipient may use an amount con- 
sistent with the restrictions in § 576. 100

and § 676, 108 to carry out administra- 
tive activities through its employees or

procurement contracts. If the recipient

is a State, and has been identified as
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§576.203

the HMIS lead by the Continuum of
Care, the State may use funds to carry
out HMIS activities set forth in
§576.107(a)(2). The recipient must
subgrant the remaining funds in its fis-
cal year grant to:

(1) Units of general purpose local gov-
ernment in the State, which may in-
clude metropolttan cities and urban
counties that receive ESG funds di-
rectly from HUD; or

(2) Private nonprofit organizations,
provided that for emergency shel tel' ac-
tivities the recipient obtains a certifi-
cation of approval from the unit of gen-
eral purpose looal government for the
geographio area in whioh those aotivi-
ties are to be carried out.

(b) Recipients other than States; sub-
recipients. The recipient, if it is not a
State, and all subreoipients may oarry
out all eligible activities through their
employees, proourement contracts;' or
subgrants to private nonprofit organi-
zations. If the recipient Is an urban
county, it may oarry out aotivities
through any of its member govern-
ments, so long as the county applies to
its members the same requirements
that are applicable to local govern-
ment subrecipients under this part.

§576.203 Obligation, expenditure, and
payment requirements.

(a) Obligation of funds. (1) Funds allo-
cated to States. (0 Within 60 days from'
the date that HUD signs the grant
agreement with the State (or grant
amendment for reallooated funds), the
reoipient must obligate the entire
grant, except the amount for its ad-
ministrative costs. This requirement is
met by a subgrant agreement with, or
It letter of award requiring payment
from the grant to, a subreoipient.

(ii) Within 120 days after the date
that the State obligates its funds to a
unit of general purpose local govern-
ment, the subreclpienb must obligate
all of those funds by a subgrant agree-
ment with, or a letter of award requir-
ing payment to, a private nonprofit or-
ganization; a procurement contract; or
the written designation of a depart-
ment within the government of the
subrecipient to directly oarry out an
eligible activity.

(2) Funds allocated to metropolitan cit-
ies, urban counties, and territories. With-

24 CFR en, V (4-1-15 Edition)

in 180 days after the date that HUD
signs the grant agreement (01' a grant.
amendment for reallocation of funds)
with the metropolitan oity, urban
county, or territory, the recipient
must obligate all the grant amount, ex-
cept the amount for its administrative
costa. This requirement is met by an
agreement with, or a letter of award
requiring payment to, a subrecipient; a
proourement contract: or a written
designation of a department within the
government of the recipient to direotly
carry out an eligible activity. If the re-
oipient is an urban oounty, this re-
quirement may also be met with an
agreement with, or letter of award re-
quiring payment to, a member govern-
ment, which has dasignated a depart-
ment to directly carry out an eligible
activity.

(b) Expenditures. The recipient must
draw down and expend funds from each
year's grant not less than once during
each quarter of the recipient's program
year. All of the recipient's grant must
be expended for eligible activity costs
within 24 months after the date HUD
signs the grant agreement with the re-
otptent. For the purposes of this para-
graph, expenditure means either an ac-
tual cash disbursement for a direct
charge for a good or servioe or aJ1 indi-
rect cost or the accrual of a direct
charge for a good or servtoe or an indi-
rect cost.

(c) Payment.s to subrecipients. The re-
cipient must pay each subrecipient for
allowable costs within 80 days after re-
ceiving the subrecipient's complete
payment request. This requirement
also applies to each subreciptent that
is a unit of general purpose local gov-
ernment.

Subpart D-Reallocations
§ 576.800 In general.

(1) Funds not awarded by HUD due to
failure by the recipient to submit and
obtain HUD approval of a oonsolidated
plan will be reallocated in accordance
with §§576.301through 576.303.

(2) Recaptured funds wlll be awarded
by formula. In October and April each
year, HUD will determine if the
amount of recaptured funds is at least
30 percent of the most recent fiscal
year appropriation. If so, HUD will
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576.203

the HMIS lead by the Continuum of
Care, the State may use funds to carry
out HMIS activities set forth in

576. 107( a)( 2). The recipient must

subgrant the remaining funds in its fis- 
cal year grant to: 

1) Units of general purpose local gov- 

ernment in the State, which may in- 
clude metropolitan cities and urban

counties that receive ESG funds di- 

rectly from HUD; or
2) Private nonprofit organizations, 

provided that for emergency shelter ac- 
tivities the recipient obtains a certifi- 
cation of approval from the unit of gen- 
eral purpose local government for the
geographic area in which those activi- 
ties are to be carried out. 

b) Recipients other than States; sub- 

recipients. The recipient, if it is not a

State, and all subrecipients may carry
out all eligible activities through their
employees, procurement contracts,, or

subgrants to private nonprofit organi- 

zations. If the recipient is an urban

county, it may carry out activities
through any of its member govern- 
ments, so long as the county applies to
its members the same requirements
that are applicable to local govern- 
ment subrecipients under this part. 

576,203 Obligation, expenditure, and
payment requirements. 

a) Obligation of funds. ( 1) Funds allo- 
cated to States. ( f) Within 60 days from

the date that HUD signs the grant
agreement with the State ( or grant

amendment for reallocated funds), the
recipient must obligate the entire
grant, except the amount for its ad- 
ministrative costs. This requirement is

met by a subgrant agreement with, or
a. letter of award requiring payment
from the grant to, a subrecipient. 

ii) Within 120 days after the date

that the State obligates its funds to a
unit of general purpose local govern- 

ment, the subrecipient must obligate

all of those funds by a subgrant agree- 
ment with, or a letter of award requir- 

ing payment to, a private nonprofit or- 
ganization; a procurement contract; or

the written designation of a depart- 

ment within the government of the
subrecipient to directly carry out an
eligible activity. 

2) Funds allocated to metropolitan cit- 

ies, urban counties, and territories. With- 

24 CFR Ch. V ( 4 - 1 - 15 Edition) 

in 180 days after the date that HUD

signs the grant agreement ( or a grant
amendment for reallocation of funds) 

with the metropolitan city, urban

county, or territory, the recipient

must obligate all the grant amount, ex- 
cept the amount for its administrative
costs. This requirement is met by an
agreement with, or a letter of award

requiring payment to, a subrecipient; a
procurement contract; or a written

designation of a department within the

government of the recipient to directly
carry out an eligible activity. If the re- 
cipient is an urban county, this re- 
quirement may also be met with an
agreement with, or letter of award re- 

quiring payment to, a member govern- 
ment, which has designated a depart- 
ment to directly carry out an eligible
activity. 

b) Expenditures. The recipient must
draw down and expend funds from each
year' s grant not less than once during
each quarter of the recipient' s program
year. All of the recipient' s grant must

be expended for eligible activity costs
within 24 months after the date HUD
signs the grant agreement with the re- 
cipient, For the purposes of this para- 
graph, expenditure means either an ac- 

tual cash disbursement for a direct
charge for a good or service or an indi- 
rect cost or the accrual of a direct
charge for a good or service or an indi- 
rect cost. 

e) Payments to subrecipients. The re- 

cipient must pay each subrecipient for
allowable costs within 30 days after re- 

ceiving the subrecipient' s complete
payment request. This requirement

also applies to each subreoipient that
is a unit of general purpose local gov- 
ernment. 

576.300 In general. 

1) Funds not awarded by HUD due to
failure by the recipient to submit and
obtain HUD approval of a consolidated

plan will be reallocated in accordance
with 0576.301 through 576. 303. 

2) Recaptured funds will be awarded

by formula. In October and April each
year, HUD will determine if the

amount of recaptured funds is at least
30 percent of the most recent fiscal
year appropriation. If so, HUD will
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Ole. of Asst. Secy., Comm. Planning, Develop., HUD §576.303

amend all exiating grants and reallo-
cate the funds. If the amount is less
than 30 percent of the most recent fis-
cal year appropriation, the funds will
be reallocated in ooniunctton with the
next fiscal year's allocation of funding.

§ 576.801 Metropolitan cities and
urban counties,

Grant funds returned by a metropoli-
tan oity or urban county will be reallo-
cated as follows:

(a) Eligible recipient. HUD will make
the funds available to tbe State in
whioh the city or county is located.

(b) Notifioation of availability. HUD
w1ll promptly notify the state of the
availability of the amounts to be re-
allocated.

(c) Applioation requirement. Within 45
days after the date of notification, the
State must submit to HUD a substan-
tial amendment to ita consolidated
plan in accordance with 24 CFR part 91-

(d) Restrictions that apply to reallo-
cated amounts. The same requirements
that apply to grant funds allocated
under §576.3 apply to grant funds re-
allocated under this section, except
that the State must distribute the re-
allooated funds:

(1) To private nonprofit organizations
and units of general purpose local gov-
ernment in the geographic area in
which the metropolitan city or urban
county is located;

(2) If funds remain, to private non-
profit organizations and units of gen-
eral purpose local government located
througbout the State.

§ 576.302 States.
Grant funds returned by a State w111

be reallocated all follows:
(a) Eligible recipients. HUD will make

tbe funds available:
(1) To metropolitan cities and urban

counties in the State that were not al-
located fun de under §576.3because the
amount tbey would have been allocated
did not meet the minimum require-
ment under §576.3(b)(2);

(2) If funds remain, to county govern-
ments in the state other than urban
counties;

(3) Then, if funds remain, to metro-
politan cities and urban counties in the
State that were alIocated funds under
§576.3. .

(b) Notification of availability. HUD
will notify eligible recipients of the
availability of the funds by a notifica-
tion letter or FEDERAL REGISTER no-
tice, which will Bpecify how the awards
of funds will be made.

(c) ApplicaUon requirements. Within 45
days after the date of notification, the
eligible recipient must submit to HUD:

(1) A substantial amendment to its
approved consolidated plan in accord-
ance with 24 CFR part 91; or

(2) If the eligible recipient does not
have an approved consolidated plan, an
abbreviated consolidated plan that
meets the requirements in the FED-
ERAL REGISTER notice or notification
letter from HUD.

(d) ResMctions that apply to reallo-
cated amounts. The same requirements
that apply to grant funds allocated
under §676.3 apply to grant funds re-
allocated under tbiJ) seoblon,

§ 576.303 .Territories.
(a) General. Grant funds returned by a

territory w111 be reallocated to other
territories, then if funds remain, to
States.

(b) Allocation method. Tbe funds will
be allocated as follows:

(1) For territories, the funds will be
allooated among the territories in di-
rect proportion with each territory's
share of tbe total population of all of
the eligible territories. If HUD deter-
mines that a territory failed to spend
ita funds in accordance with ESG re-
quirements, then HUD may exclude the
territory from the allocation of re-
allocation amounts under bhis seotion.

(2) For States, the funds will be allo-
cated to each State in direct propor-
tion with each State's share of the
total amount of funds allocated to
States under § 576.3.

(c) Notification of availability. HUD
will notify eligible recipients of the
availab1l1ty of the fund by a letter or
FEDERAL REGISTER notice, which will
speoify how tbe awards of funds w1l1be
made.

(d) Application requirements. Within 45
days after the date of notification, the
eligible recipient must submit to HUD
a substantial amendment to its con-
solidated plan in acoordance witb 24
OFR part 91.
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amend all existing grants and reallo- 
cate the funds, If the amount is less
than 30 percent of the most recent fis- 
cal year appropriation, the funds will
be reallocated in conjunotion with the
next fiscal year' s allocation of funding. 

676.801 Metropolitan cities and

urban counties. 

Grant funds returned by a metropoli- 
tan city or urban county will be reallo- 
cated as follows: 

a) Eligible recipient. HUD will make
the funds available to the State in

which the city or county is located. 
b) Notification of availability. HUD

will promptly notify the State of the
availability of the amounts to be re- 
allocated. 

c) Application requirement. Within 45
days after the date of notification, the
State must submit to HUD a substan- 
tial amendment to its consolidated
plan in accordance with 24 CPR part 91. 

d) Restrictions that apply to reallo- 
cated amounts. The same requirements

that apply to grant funds allocated
under § 576. 3 apply to grant funds re- 
allocated under this section, except

that the State must distribute the re- 
allocated funds: 

1) To private nonprofit organizations

and units of general purpose local gov- 
ernment in the geographic area in
which the metropolitan city or urban

county is located; 
2) If funds remain, to private non- 

profit organizations and units of gen- 
eral purpose local government located
throughout the State. 

576. 302 States. 

Grant funds returned by a State will
be reallocated as follows: 

a) Eligible recipients. HUD will make

the funds available; 

1) To metropolitan cities and urban

counties in the State that were not al- 
located funds under § 576. 3 because the
amount they would have been allocated
did not meet the minimum require- 
ment under §576.3( b)( 2); 

2) If funds remain, to county govern- 
ments in the State other than urban
counties; 

3) Then, if funds remain, to metro- 
politan cities and urban counties in the
State that were allocated funds under

576. 3. 

b) Notification of availability. HUD
will notify eligible recipients of the
availability of the funds by a notifica- 
tion letter or FEDERAL REGISTER no- 

tice, which will specify how the awards
of funds will be made. 

e) Application requirements. Within 45
days after the date of notification, the
eligible recipient must submit to HUD: 

1) A substantial amendment to its
approved consolidated plan in accord- 
ance with 24 CFR part 91; or

2) If the eligible recipient does not
have an approved consolidated plan, an

abbreviated consolidated plan that
meets the requirements in the FED- 
ERAL REGISTER notice or notification

letter from HUD, 

d) Restrictions that apply to reallo- 
cated amounts, The same requirements

that apply to grant funds allocated
under § 576. 3 apply to grant funds re- 
allocated under this section. 

576.303 Territories. 

a) General. Grant funds returned by a
territory will be reallocated to other
territories, then if funds remain, to
States. 

b) Allocation method, The funds will
be allocated as follows: 

1) For territories, the funds will be
allocated among the territories in di- 
rect proportion with each territory's
share of the total population of all of

the eligible territories. If HUD deter- 
mines that a territory failed to spend
its funds in accordance with ESG re- 
quirements, then HUD may exclude the
territory from the allocation of re- 
allocation amounts under this section. 

2) For States, the funds will be allo- 
cated to each State in direct propor- 
tion with each State' s share of the
total amount of funds allocated to
States under § 576. 3. 

e) Notification of availability. HUD
will notify eligible recipients of the
availability of the fund by a letter or
FEDERAL REGISTER notice, Which Will
specify how the awards of funds will be
made. 

d) Application requirements. Within 45
days after the date of notification, the
eligible recipient must submit to HUD
a substantial amendment to its con- 
solidated plan in accordance with 24
CFR part 91. 
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§576.400

(e) Restrictions that apply to reallo-
cated amounts. The same requirements
that apply to grant funds allocated
under §576.3 apply to grant funds re-
allocated under this sectdon.

Subpart E-Program Requirements

§ 576.400 Area-wide systems coordina-
tion requirements.

(a) Consultation with Continuums of
Care. The recipient must consult with
eaoh Continuum of Care that serves the
recipient's jurisdiction in determining
how to allocate ElSG funds eaoh pro-
gram year; developing the performanoe
standards for, and evaluating the out-
comes of, projects and activities as-
sisted by ESG funds; and developing
funding, policies, and procedures for
the administration and operation of
theHMIS.

(b) Coordination with other. targeted
homeless servioes. The reoipient and its
subreoipients must ooordinate and in-
tegrate, to the maximum extent prac-
ticable, ESG-funded activities with
other programs targeted to homeless
people in the area covered by the Con-
tinuum of Care or area over which the
services are coordinated to provide a
strategio, oommunity-wide system to
prevent and end homelessness for that
area. These programs inolude:

(1) Shelter PIUB Care Program (24
CFR part 582);

(2) Supportive Housing Program (24
CFR part 683);

(3) Section 8 Moderate Rehabilitation
Program for Single Room Occupancy
Program for Homeless Individuals (24
CFR part 882);

(4) HUD-Veterans Affairs Supportive
Housing (HUD-VASH) (division K, title
II, Oonsolidated Appropriations Act,
2008, Pub. L. 110-161(2007). 73 FR 25026
(May 6. 2008»;

(6) Eduoation for Homeless Children
and youth Grants for state and Local
Aotivities (title VII-B of the McKin-
ney-Vento Homeless Assistanoe Aot (42
U.S.C. 11431et seq.»;

(6) Grants for the Benefit of Homeless
Individuals (seotion 506 of the Publio
Health Services Aot (42 U.S.C. 290aar-
6»; .

(7) Healthoare for the Homeless (42
OFR part 510);

24 CFRen, V (4-1-15 Edition)

(8) Programs for Runaway and Home-
less Youth (Runaway and Homeless
youth Aot (42 U.S.C. 5701et seq.»;

(9) Projects for Assistanoe in Transi-
tion from Homelessness (part C of title
V of the Public Health Servioe Aot (42
U.S.C. 29000-21et seq.»;

(10) Servioes in Supportive Housing
Grants (seotion 520A of the Public
Health Servioe Act):

(11) Emergency Food and Shelter
Program (title ill of the McKinney-
Vento Homeless Assistanoe Act (42
U.S.C. 11331et seq.»;

(12) Tra...,sitional Housing Assistance
Grants for Victims of Sexual Assault,
Domestic Violence, Dating Violence.
and Stalking Program (section 40299of
the Violent Crime Control and Law En-
forcement Act (42 U.S.C. 13976»;

(13)Homeless Veterans Reintegration
Program (seotion 5(a)(1» of the Home-
less Veterans Comprehensive Assist-
anoe Aot (38U.S.C. 2021);

(14) Domioiliary Oare for Homeless
Veterans Program (38 U.S.C. 2043);

(15) VA Homeless Providers Grant
and Per Diem Program (38 OFR part
61);

(16) Health Care for Homeless Vet-
erans Program (38U.S.C. 2031);

(17) Homeless Veterans Dental Pro-
gram (38U.S.C. 2062);

(18) Supportive Servioes for Veteran
Families Program (38 OFR part 62); and

(19) Veteran Justice Outreaoh Initia-
tive (38U.S.C. 2031).•

(0) System and program coordination
with mainstream resources. The reoipient
and its subreoipients must ooordinate
and integrate, to the maximum extent
practicable. ESG-funded activities with
mainstream housing. health. sooial
services, employment. education, and
youth programs for which families and
individuals at risk of homelessness and
homeless individuals and families may
be eligible. Examples of these programs
include:

(1) Publio housing programs assisted
under seotion 9 of the U.S. Housing Aot
of 1937 (42 U.S.C. 1437g) (24 CFR parts
905.968,and 990);

(2) Housing programs receiving' ten-
ant-based or project-baaed assistanoe
under section 8 of the U.S. Housing Act
of 1937(42 U.S.O. 1437f)(respectdvalv 24
CFR parts 982and 983);
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e) Restrictions that amply to reallo- 
cated amounts. The same requirements

that apply to grant funds allocated
under § 576. 3 apply to grant funds re- 
allocated under this section. 

576. 400 Area -wide systems coordina- 
tion requirements. 

a) Consultation with Continuums of
Care. The recipient must consult with

each Continuum of Care that serves the
recipient's jurisdiction in determining
how to allocate ESG funds each pro- 

gram year; developing the performance
standards for, and evaluating the out- 
comes of, projects and activities as- 

sisted by ESG funds; and developing
funding, policies, and procedures for
the administration and operation of

the HMIS. 

b) Coordination with other, targeted
homeless services. The recipient and its
subreoipients must coordinate and in- 
tegrate, to the maximum extent prac- 

ticable, ESG- funded activities with

other programs targeted to homeless
people in the area covered by the Con- 
tinuum of Care or area over which the
services are coordinated to provide a

strategic, community -wide system to
prevent and end homelessness for that
area. These programs include: 

1) Shelter Plus Care Program ( 24
CFR part 582); 

2) Supportive Housing Program ( 24
CFR part 583); 

3) Section 8 Moderate Rehabilitation

Program for Single Room Occupancy
Program for Homeless Individuals ( 24
CFR part 882); 

4) HUDVeterans Affairs Supportive
Housing (HUD -VASH) ( division K, title
11, Consolidated Appropriations Act, 
2008, Pub. L. 110 -161 ( 2007), 73 FR 26026

May 6, 2008)); 
5) Education for Homeless Children

and Youth Grants for State and Local
Activities ( title VII -B of the McKin- 

ney-Vento Homeless Assistance Act (42
U.S. C. 11431 et seq.)); 

6) Grants for the Benefit of Homeless
Individuals ( section 506 of the Public
Health Services Act ( 42 U. S. C, 290aar

6)) ;. 

7) Healthcare for the Homeless ( 42
CFR part 51c); 

24 CFR Ch. V ( 4 - 1 - 15 Edition) 

8) Programs for Runaway and Home- 
less Youth ( Runaway and Homeless
Youth Act (42 U. S. C. 5701 et seq.)); 

9) Projects for Assistance in Transi- 

tion from Homelessness ( part C of title

V of the Public Health Service Act (42

U. S. C. 290ce- 21 et seq.)); 
10) Services in Supportive Housing

Grants ( section 520A of the Public
Health Service Act); 

11) Emergency Food and Shelter
Program ( title III of the McKinney- 
Vento Homeless Assistance Act ( 42

U. S. C. 11331 et seq.)); 

12) Transitional Lousing Assistance
Grants for Victims of Sexual Assault, 
Domestic Violence, Dating Violence, 
and Stalking Program ( section 40299 of
the Violent Crime Control and Law En- 
forcement Act (42 U. S. C. 13975)); 

13) Homeless Veterans Reintegration
Program ( section 5( a)( 1)) of the Home- 
less Veterans Comprehensive Assist- 
ance Act (38 U. S. C. 2021); 

14) Domiciliary Care for Homeless
Veterans Program (38 U. S. C. 2043); 

15) VA Homeless Providers Grant

and Per Diem Program ( 38 CFR part
61); 

16) Health Care for Homeless Vet- 
erans Program (38 U. S. C. 2031); 

17) Homeless Veterans Dental Pro- 
gram (38 U. S. C. 2062); 

18) Supportive Services for Veteran
Families Program ( 38 CFR part 62); and

19) Veteran Justice Outreach Initia- 

tive (38 U. S. C. 2031). 
e) System and program coordination

with mainstream resources. The recipient

and its subreoipients must coordinate

and integrate, to the maximum extent
practicable, ESG - funded activities with

mainstream housing, health, social

services, employment, education, and

youth programs for which families and
individuals at risk of homelessness and

homeless individuals and families may
be eligible. Examples of these programs

include: 

1) Public housing programs assisted
under section 9 of the U. S. Housing Act
of 1937( 42 U.S. C. 14378) ( 24 CFR parts
905, 968, and 990); 

2) Housing programs receiving ten- 
ant -based or project -based assistance

under section 8 of the U.S. Housing Act
of 1937 ( 42 U. S. C. 1437f) ( respectively 24
CFR parts 982 and 983); 
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(3) Supportive Housing for Persons
with Disabllitios (Section 611) (21 CFR
part 691);

(4) HOME Investment Partnerships
Program (24OFR part 92);

(5) Temporary Assistance for Needy
Families (TANF) (45 CFR parts 260-
265);

(6) Health Center Program (42 OFR
part 51c);

(7) State Ohildren's Health Insurance
Program (42OFR part 457):

(6) Head Start (45 OFR chapter XIII,
subchapter B);

(9) Mental Health and Substance
Abuse Block Grants (45 OFR part 96);
and

(10) Services funded under the Work-
force Investment Act (29 U.S.O. 2801ei
seq.).

(d) Centralized or coordinated assess-
ment. Once the Oontinuum of Oare has
developed a centralized assessment sys-
tem or a coordinated assessment Sys-
tem in accordance with requirements
to be established by HUD, each ESG-
funded program 01' project within the
Oontinuum of Oare's area must use
that assessment system. The recipient
and subrecipient must work with the
Oontinuum of oare to ensure the
screening, assessment and referral of
program participants are consistent
with the-wrtuten standards required by
paragraph (e) of this section, A victim
service provider may choose not to use
the Oontinuum of Oare's centralized or
coordinated assessment system.

(e) Written stanclards for providing ESG
assistance. (1) If the reoipient is a met-
ropolttan city, urban oounty, or terri-
tory, the recipient must have written
standards for providing Emergency So-
lutions Grant (ESG)' assistance and
must oonsistently apply those stand-
ards for all program partioipants. The
recipient must describe these standards
in its consolidated plan.

(2) If the recipient is a state:
(i) The reoipient must establish and

consistently apply, or require that its
subrecipients establish and consist-
ently apply, written standards for pro-
viding ESG assistance. If the written
standards are established by the sub-
recipients, the recipient may require
these written standards to be:

(A) Established for each area covered
by a Oontinuum of care or area over

which the services are coordinated and
followed by each subrecipient pro-
viding assistance in that area; or

(B) Established by each subrecipient
and applied consistently within the
subrecipient's program.

(11) Written standards developed by
the state must be included in the
state's Ocnsolidated Plan. If the writ-
ten standa,rds are developed by its sub-
reoipients, the recipient must desoribe
its requirements for the establishment
and implementation of these standards
in the state's Consolidated Plan.

(3) At a minimum these written
standards must inolude:

(i) Standard policies and procedures
for evaluating individuals' and fami-
lies' eligibility for assistance under
Emergenoy Solutions Grant (ElSG);

(Ii) Standards for targeting and pro-
viding essential services related to
street outreach; .

(iii) Policies and procedures for ad-
mission, diversion, referral, and dis-
charge by emergency shelters assisted
under ESG, including standards regard-
ing length of stay, if any, and safe-
guards to meet the safety and shelter
needs of special populations, e.a., vic-
tims of domestic violence, dating vio-
lence, sexual assault, and stalking; and
individuals and families who have the
highest barriers to housing and are
likely to be homeless the longest;

(iv) Policies and procedures for as-
aessing, prioritizing, and reassessing
individuals' and families' needs for es-
sential services related to emergency
shelter; .

(v) Polioies and prooedures for co-
ordination among emergency shelter
providers, essential services providers,
homelessness prevention, and rapid re-
housing assistance provlders: other
homeless assistance providers; and
mainstream service and housing pro-
viders (see § 576.400(b)and (c) for a list
of programs witli whioh ElSG-fundedac-
tivities must be coordinated and inte-
grated to the maximum extent prao-
tioable);

(vi) Policies and procedures for deter-
mining and prioritizing which eligible
families and individuals will receive
homelessness prevention assistance
and which eligible families and individ-
uals will receive rapid re-housing as-
sistance;
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3) Supportive Housing for Persons
with Disabilities ( Section 611) ( 24 CFR
part 891); 

4) HOME Investment Partnerships
Program (24 CFR part 92); 

5) Temporary Assistance for Needy
Families ( TANF) ( 46 CFR parts 260- 

265); 

6) Health Center Program ( 42 CFR
part 510); 

7) State Children's Health Insurance
Program (42 CFR part 457): 

8) Head Start (45 CFR chapter XIU, 
subchapter B); 

9) Mental Realth and Substance
Abuse Block Grants ( 45 CFR part 96); 
and

10) Services funded under the Work- 
force Investment Act ( 29 U. S. C. 2801 et
seq.). 

d) Centralized or coordinated assess- 

ment, Once the Continuum of Care has
developed a centralized assessment sys- 

tem or a coordinated assessment; sys- 
tem in accordance with requirements

to be established by HUD, each ESG - 
funded program or project within the
Continuum of Care' s area must use

that assessment system. The recipient
and subrecipient must work with the
Continuum of Care to ensure the

screening, assessment and referral of
program participants are consistent

with the, written standards required by
paragraph ( e) of this section. A victim

service provider may choose not to use
the Continuum of Care' s centralized or
coordinated assessment system. 

e) Written standards for providing ESG
assistance. ( 1) If the recipient is a met- 

ropolitan city, urban county, or terri- 
tory, the recipient must have written
standards for providing Emergency So- 
lutions Grant ( ESG) - assistance and

must consistently apply those stand- 
ards for all program participants, The
recipient must describe these standards
in its consolidated plan. 

2) If the recipient is a state: 
1) The recipient must establish and

consistently apply, or require that its
subrecipients establish and consist- 

ently apply, written standards for pro- 
viding ESG assistance, If the written
standards are established by the sub - 
recipients, the recipient may require
these written standards to be: 

A) Established for each area covered

by a Continuum of Care or area over

fl

which the services are coordinated and

followed by each subrecipient pro- 
viding assistance in that area; or

B) Established by each subrecipient
and applied consistently within the
subrecipient' s program. 

ii) Written standards developed by
the state must be included in the
state' s Consolidated Plan. If the writ- 
ten standards are developed by its sub- 
recipients, the recipient must describe
its requirements for the establishment
and implementation of these standards

in the state' s Consolidated Plan. 
3) At a minimum these written

standards must include: 
i) Standard policies and procedures

for evaluating individuals' and fami- 
lies' eligibility for assistance under
Emergency Solutions Grant (ESG); 

ii) Standards for targeting and pro- 
viding essential services related to
street outreach; 

iii) Policies and procedures for ad- 
mission, diversion, referral, and dis- 

charge by emergency shelters assisted
under ESG, including standards regard- 
ing length of stay, if any, and safe- 
guards to meet the safety and shelter
needs of special populations, e. g., vic- 

tims of domestic violence, dating vio- 
lence, sexual assault, and stalking; and
individuals and families who have the

highest barriers to housing and are
likely to be homeless the longest; 

iv) Policies and procedures for as- 

sessing, prioritizing, and reassessing
individuals' and families' needs for es- 
sential services related to emergency
shelter; 

v) Policies and procedures for co- 
ordination among emergency shelter
providers, essential services providers, 

homelessness prevention, and rapid re- 

housing assistance providers; other

homeless assistance providers; and

mainstream service and housing pro- 
viders ( see § 576. 400( b) and ( c) for a list
of programs with which ESG - funded ac- 
tivities must be coordinated and inte- 
grated to the maximum extent prac- 
ticable); 

vi) Policies and procedures for deter- 
mining and prioritizing which eligible
families and individuals will receive

homelessness prevention assistance

and which eligible families and individ- 
uals will receive rapid re- housing as- 
sistance; 
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§576.401

(vii) Standards for determining what
percentage or amount of rent and utili-
ties oosts each program partioipant
must pay while receiving' homelessness
prevention or rapid re-housing assist-
anoe;
(vi11)Standards for determining how

long a partioular program participant
will be provided with rental asststance
and whether and how the amount of
that asstetance will be adjusted over
time; and
(ix) Standards for determining the

type, amount, and duration of housing
stabilization and/or relooatton services
to provide to a program partioipant, in-
eluding' the limits, if any, on the home-
lessness prevention or rapid re-housing
asstetance that eaoh program par tlci-
pant may receive, such as the max-
imum amount of assistanoe, maximum
number of months the program partioi-
pant receive assistanoe; or the max-
imum number of times the program
participant may receive assistanoe.
(f) Participation in HMIS. The reoipi-

ent must ensure that data on all per-
sons served and all aotivities assisted
under ESG are entered into the appli-
cable community-wide HMIS in the
area in which those persons and aotivi-
ties are looated, or a comparable data-
base, in aooordance with HUD's stand-
ards on partioipation, data oolleotion,
and reporting under a looal HMIS. If
the subrectpient is a viotim service
provider or a legal services provider. it
may use a comparable database that
colleots clterit-Ievel data over time
(i.e., longitudinal data) and generates
undupl1cated aggregate reports based
on the data. Information entered into a
comparable database must not be en-
tered direotly into or provided to an
HMIS.

§576.401 Evaluation of program par·
ticipant eligibility and needs.

(a) Evaluations. The recipient or its
aubrecipient must conduct an initial
evaluation to determine the eligibility
of each individual or family's eligi-
bility for ESG assistance and the
amount and types of asststanoe the in-
dividual or family needs to regain sta-
bility in permanent housing. These
evaluations must be oonduoted in ac-
cordance with the oentralized or co-
ordinated assessment requirements set

24 CFR Ch. V (4- J -15 Edition)

forth under §576.400(d)and the written
standards established under §576.400(e).
(b) Re-evaluations for homeless ness pre-

vention and rapid re-housing assistance.
(1) The recipient 01' subreclplent must
re-evaluate the program par-ticipant-s
eligibility and the types and amounts
of assistanoe the program partioipant
needs not less than once every 3
months for program partiCipants re-
ceiving homelessness prevention assist-
anoe, and not less than once annually
for program partioipants receiving
rapid re-housing assistanoe. At a min-
imum. each re-evaluation of eligibility
must establish that:
(i) The program par·ticipant does not

have an annual income that exoeeds 30
percent of median family income for
the area, as determined by HUD; and
(ii) The program partioipant lacks

auffioient resources and support net-
works necessary to retain housing
without ESG assistance.
(2) The recipient 01' subreoipient may

require eaoh program partioipant re-
ceiving homelessness prevention or
rapid re-housing assistance to notify
the reoipient or subreclptent regarding
ohanges in the program partioipant's
Income or other oiroumstanoes (e.g.,
changes in, household oo;mposition)
that affeot the program partioipant's
need for asalstanoe under ESG. When
notified of a'relevant change, the re-
oipient or subreotptent must re-evalu-
ate the program partICipant's eligi-
bility and the amount and types of as-
ststanoe tbe program partioipant
needs.

(0) Annual inoome. When determining
the annual income of an individual or
family, the recipient or Bubreoipient
must use the standard for calculatdng
annual income under 24CFR 5.609.
(d) Connecting program participants to

mainstream and other resources. The re-
cipient and its subreoipients must as-
stst each program partioipant, as need-
ed, to obtain:

(1) Appropriate supportive servtoes,
including assistance in obtaining per-
manent housing, medioal health treat-
ment, mental health treatment, ooun-
saltng, supervision, and other services
essential for aohieving independent liv-
ing; and
(2) Other Federal, State, local, and

private assrstanoe available, to asstst
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vii) Standards for determining what
percentage or amount of rent and utili- 

ties costs each program participant

must pay while receiving homelessness
prevention or rapid re- housing assist- 
ance; 

viii) Standards for determining how
long a particular program participant
will be provided with rental assistance

and whether and how the amount of
that assistance will be adjusted over
time; and

ix) Standards for determining the
type, amount, and duration of housing
stabilization and/ or relocation services

to provide to a program participant, in- 

cluding the limits, if any, on the home- 
lessness prevention or rapid re- housing
assistance that each program partici- 

pant may receive, such as the max- 
imum amount of assistance, maximum

number of months the program partici- 

pant receive assistance; or the max- 

imum number of times the program

participant may receive assistance. 
f) Participation in HMIS. The recipi- 

ent must ensure that data on all per- 

sons served and all activities assisted

under ESG are entered into the appli- 
cable community -wide HMIS in the
area in which those persons and activi- 

ties are located, or a comparable data- 
base, in accordance with HUD' s stand- 
ards on participation, data collection, 

and reporting under a local HMIS. If
the subrecipient is a victim service

provider or a legal services provider, it

may use a comparable database that
collects client -level data over time
i,e., longitudinal data) and generates
unduplicated aggregate reports based
on the data. Information entered into a
comparable database must not be en- 

tered directly into or provided to an
HMIS. 

576.401 Evaluation of program par• 

ticipant eligibility and needs. 

a) Evaluations. The recipient or its
subrecipient must conduct an initial
evaluation to determine the eligibility
of each individual or family's eligi- 
bility for ESG assistance and the
amount and types of assistance the in- 
dividual or family needs to regain sta- 
bility in permanent housing. These
evaluations must be conducted in ac- 
cordance with the centralized or co- 

ordinated assessment requirements set

forth under §576. 400( d) and the written

standards established under §576. 400( e). 
b) Re- evaluations for homelessness pre- 

vention and rapid re- housing assistance. 
1) The recipient or subrecipient must

re- evaluate the program participant' s

eligibility and the types and amounts
of assistance the program participant

needs not less than once every 3
months for program participants re- 

ceiving homelessness prevention assist- 
ance, and not less than once annually
for program participants receiving

rapid re- housing assistance. At a min- 
imum, each re- evaluation of eligibility
must establish that: 

1) The program participant does not
have an annual income that exceeds 30

percent of median family income for
the area, as determined by HUD; and

ii) The program participant lacks
sufficient resources and support net- 

works necessary to retain housing
without ESG assistance. 

2) The recipient or subrecipient may
require each program participant re- 

ceiving homelessness prevention or
rapid re- housing assistance to notify
the recipient or subrecipient regarding
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 under ESG. when
notified of a' relevant change, the re- 
cipient or subrecipient must re- evalu- 

ate the program participant' s eligi- 

bility and the amount and types of as- 
sistance the program participant

needs. 

c) Annual income. when determining
the annual income of an individual or
family, the recipient or subrecipient
must use the standard for calculating
annual income under 24 CPR 5. 609. 

d) Connecting program participants to
mainstream and other resources. The re- 

cipient and its subreelpients must as- 

sist each program participant, as need- 

ed, to obtain: 

1) Appropriate supportive services, 

including assistanoe in obtaining per- 
manent housing, medical health treat- 
ment, mental health treatment, coun- 

seling, supervision, and other services

essential for achieving independent liv- 
ing; and

2) Other Federal, State, local, and

private assistance available to assist
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the program participant in obtaining
housing stability, including:

(1) Medioaid (42 OFR chapter IV, sub-
chapter 0):

(U) Supplemental Nutrition Assist-
ance Program (7 CFR parts 271-283);

(iii) Women, Infants and Ohildren
(WIO) (7 OFR part 246);

(iv) Federal-State Unemployment In-
surance Program (20 OFR parts 601-{)03,
606,609,614--617,625,640,650);

(v) Sooia1 Security Disability Insur-
ance (SSDI) (20CFR part 404);

(vi) Supplemental Seourity Income
(SSI) (20 OFR part 416);

(vii) Ohild and Adult Oare Food Pro-
gram (42 U.S.O. 1766(t) (7 CFR part
226»; .

(viii) Other assistanoe available.
under the programs listed in
§576.400(0).

(e) Housing stability case management.
(1) While providing homelessnesa pre-
vention or rapid re-housing assistanoe

. to a program participant, the reotptent
or subrecipient must:

(i) Require the program participant
to meet with a case manager not less
than once per month to assist the pro-
gram participant in ensuring long-term
housing stability; and

(11) Develop a plan to assist the pro-
gram partioipant to retain permanent
housing after the ESG assistanoe ends,
taking into account all relevant con-
siderations, suoh as the .program par-
tioipant's current or expected income
and expenses; other publio or private
assistanoe for which the program par-
ticipant will be eligible and likely to
receive; and the relative affordability
of available housing in the area.

(2) The recipient or subreoipient is
exempt from the requirement under
paragraph (e)(I)(I) of this section if the
Violenoe Against Women Aot of 1994(42
U.S.C. 13701et seq.) or the Family Vio-
lenoe Prevention and Servioes Act (42
U.S.C. 10401et seq.) prohibits that re-
cipient or subreoipient from making its
shelter or housing oonditional on the
partioipant's acceptance of servioes.

§ 576.402 Terminating assistance.
(a) In general. If a program partioi-

pant violates program requirements,
the recipient or subreoipient may ter-
minate the assistanoe in accordance
with a formal process established by

the recipient or subreoipient that reo-
OgnizeR the rights of individuals af-
feoted. The recipient or subreeiptent
must exeroise judgment and examine
all extenuating ciroumstanoes in deter-
mining when violations warrant termi-
nation so that a program partioipant's
asststance is terminated only in the
most severe oases.

(b) Program participants receiving rent-
al assistance or housing relocation and
stabilization services. To terminate rent-
al assistanoe or housing relocation and
stabilization services to a program par-
tiotpant, the required formal process,
at a minimum, must consist of:

(1) Written notice to the program
participant containing a clear state-
ment of the reasons for termination;

(2) A review of the deoision, in whioh
the program partioipant is given the
opportunity to present written or oral
objeotions before a person other than
the person (or a subordinate of that
person) who made or approved the ter-
mination deoision; and

(3) Prompt written notice of the final
decision to the program partdoipant.

(0) Ability to provide further assistance.
Termination under this section does
not bar the recipient or subreoipient
from providing further assistanoe at a
later date to the same family or indi-
vidual.

§576.403 Shelter and housing stand-
ards.

(a) Lead·based paint remediation and
disclosure. The Lead-Based Paint Poi-
soning Prevention Aot (42 U.S.C. 4821-
4846),the Residential Lead-Based Paint
Hazard Reduction Aot of 1992(42 U.S.C.
4851-4856), and implementing regu1a-
ttons in 24 OFR part 35, subparts A, B,
H, J, K, M, and R apply to all shelters
assisted under ESG program and all
housing occupied by program partici-
pants. .

(b) Minimum standards for emergency
shelters. Any building for whioh Emer-
gency Solutions Grant (ESG) funds are
used for conversion, major rehabtlrta-
tton, or other renovation, must meet
state or local government safety and
sanitation standards, as applicable, and
the following minimum safety, sanita-
tion, and privaoy standards. Any emer-
gency shelter that reoeives assistanoe
for shelter operations must also meet
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the program participant in obtaining
housing stability; including: 

i) Medicaid ( 42 CFR chapter IV, sub- 
chapter C): 

ii) Supplemental Nutrition Assist- 
ance Program (7 CFR parts 271 -283); 

iii) Women, Infants and Children
WIC) ( 7 CFR part 246); 

iv) Federal -State Unemployment In- 
surance Program ( 20 CFR parts 601 -603, 
606, 609, 61417, 625, 640, 650); 

v) Social Security Disability Insur- 
ance ( SSDI) (20 CFR part 404); 

vi) Supplemental Security Income
SSI) (20 CFR part 416); 

vii) Child and Adult Care Food Pro- 
gram ( 42 U.S. C. 1766( t) (7 CFR part

226)); 

viii) Other assistance available. 

under the programs listed in

576. 400(c), 

e) Housing stability case management. 
1) While providing homelessness pre- 

vention or rapid re- housing assistance
to a program participant, the recipient
or subrecipient must: 

f) Require the program participant

to meet with a case manager not less
than once per month to assist the pro- 
gram participant in ensuring long -term
housing stability; and

ii) Develop a plan to assist the pro- 
gram participant to retain permanent

housing after the ESG assistance ends, 
taking into account all relevant con- 
siderations, such as the. program par- 
ticipant' s current or expected income
and expenses; other public or private

assistance for which the program par- 
ticipant will be eligible and likely to
receive; and the relative affordability

of available housing in the area, 
2) The recipient or subrecipient is

exempt from the requirement under
paragraph. (e)( 1)( 1) of this section if the
Violence Against Women Act of 1994 ( 42
U. S. C. 13701 et seq.) or the Family Vio- 
lence Prevention and Services Act ( 42
U. S. C. 10401 et seq.) prohibits that re- 
cipient or subrecipient from making its
shelter or housing conditional on the
participant' s acceptance of services. 

676.402 Terminating assistance. 

a) In general. If a program partici- 
pant violates program requirements, 

the recipient or subrecipient may ter- 
minate the assistance in accordance
with a formal process established by

576,403

the recipient or subrecipient that rec- 
ognizes the rights of individuals af- 
fected, The recipient or subreeipient

must exercise judgment and examine
all extenuating circumstances in deter- 
mining when violations warrant termi- 
nation so that a program participant's

assistance is terminated only in the
most severe cases, 

b) Program participants receiving rent- 

al assistance or housing relocation and
stabilization services. To terminate rent- 
al assistance or housing relocation and
stabilization services to a program par- 
ticipant, the required formal process, 
at a minimum, must consist of: 

1) Written notice to the program
participant containing a clear state- 
ment of the reasons for termination; 

2) 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 ter- 
mination decision; and

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

c) Ability to provide further assistance. 
Termination under this section does
not bar the recipient or subrecipient

from providing further assistance at a
later date to the same family or indi- 
vidual. 

6676.403 Shelter and housing stand- 
ards. 

a) Lead -based Paint remediation and
disclosure, The Lead -Based Paint Poi- 
soning Prevention Act ( 42 U. S. C. 4821- 
4846), the Residential Lead -Based Paint
Hazard Reduction Act of 1992 ( 42 U. S, C. 
48511866), and implementing regula- 

tions in 24 CFR part 35, subparts A, B, 
H, J, K, M, and R apply to all shelters
assisted under ESG program and all

housing occupied by program partici- 
pants. 

b) Minimum standards for emergency
shelters. Any building for which Emer- 
gency Solutions Grant (ESG) funds are
used for conversion, major rehabilita- 
tion, or other renovation, must meet

state or local government safety and
sanitation standards, as applicable, and

the following minimum safety, sanita- 
tion, and privacy standards, Any emer- 
gency shelter that receives assistance
for shelter operations must also meet
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the following minimum safety, sanita-
tion, and privacy standards. The reoipi-
ent may also establish standards that
exceed or add to these minimum stand-
ards.

(1) Structure and materials, The shel-
ter building must be structurally sound
to protect residents from the elements
and not pose any threat to health and
safety of the residents. Any renovation
(inoluding major rehabilitation and
conversion) carrted out with ESG as-
sistanoe must use Energy Star and
WaterSense products and appliances.

(2) Access. The shelter must be aooes-
sible in accordance with Seotion 504of
the Rehabilitation Aot (29 U.S.O. 794)
and implementing regulations at 24
OFR part 8; the Fair Housing Aot (42
U.S.O, 3601 et seq,) and implementing
regulations at 24 OFRpart 100; and
'l'itle II of the Amerioans with Disabil-
ities Aot (42 U.S.O. 12131et seq.) and 28
OFR part 35; where applicable.

(3) Space and security. Except where
the shelter is intended for day use
only, the shelter must provide each
program partioipant in the shelter with
an acceptable place to sleep and ade-
quate space and seourity for them-
selves and their belongings.

(4) Interior ail' quality. Eaoh room or
space within the shelter must have a
natural or mechanical means of ven-
tilation. The interior air must be free
of pollutants at a level that might
threaten or harm the health of resi-
dents.

(5) Water I;upply. The shelter's water
supply must be free of contamination.

(6) Sanitary facilities. Each program
partioipant in the shelter must have
access to sanitary facilities that are in
proper operating condition, are private,
and are adequate for personal oleanli-
ness and the disposal of human waste.

(7) Thermal environment. The shelter
must have a,ny neceseary heating/cool-
ing facilities in propel' operating condi-
tion. .

(8) Illumination. and electricity. The
shelter must have adequate natural or
artifioial illumination to permit nor-
mal indoor activities and support
health and safety. There must be suffi-
cient electrical sources to permit the
safe use of electrical appliances in the
shelter.

24 CFR Ch. V (4-1-15 Edition)

(9) Food preparation. Food prepara-
tion areas, if any, must contain suit-
able space and equipment to store, pre-
pare, and serve food in a safe and sani-
tary manner.

(10) Sanitary conditions. The sbelter
must be maintained in a sanitary con-
dition.

(11) Fire safety, Tbere must be at
least one working smoke detector in
each occupied unit of the shelter.
Where possible, smoke detectors must
be looated near sleeping areas. The fire
alarm system must be designed for
hearing-impaired residents, All public
areas of the shelter must have at least
one working smoke detector. There
must also be a second means of exiting
the building in the event of fire or
other emergency.

(c) Minimum stanclards for permanent
housing. The reoipient or subrecipient
cannot use ESG funds to help a pro-
gram participant remain or move into
housing that does not meet the min-
imum habitab1l1ty standards provided
in this paragraph (0). The recipient
may also establish standards that ex-
oeed or add to these minimum stand-
ards.

(1) Structure and materials. The struc-
tures must be struoturally sound to
protect reaidente from the elements
and not pose any threat to the health
and safety of the residents.

(2) Space and security, Each resident
must be provided adequate space and
seourity for themselves and their be-
longings. Eaoh resident must be pro-
vided an acoeptable plaoe to sleep.

(3) Interior air quality. Each room or
space must have a natural or meohan-
ioal means of ventilation. The interior
air must be free of pollutants at a level
that might threaten or harm the
health of residents.

(4) Water supply. The water supply
must be free from contamination.

(6) Sanitary facilities, Residents must
have acoess to sufficient sanitary fa-
cilities that are in proper operating
oondition, are private, and are ade-
quate for personal cleanliness and the
disposal of human waste.

(6) Thermal environment. The housing
must have any necessary heating/cocl-
ing facilities in proper operating condt-
tion,
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the following minimum safety, sanita- 
tion, and privacy standards. The recipi- 
ent may also establish standards that
exceed or add to these minimum stand- 
ards. 

1) Structure and materials, The shel- 

ter building must be structurally sound
to protect residents from the elements

and not pose any threat to health and
safety of the residents. Any renovation
including major rehabilitation and

conversion) carried out with ESG as- 
sistance must use Energy Star and
WaterSen6e products and appliances. 

2) Access. The shelter must be acces- 

sible in accordance with Section 504 of

the Rehabilitation Act ( 29 U.S. C. 794) 

and implementing regulations at 24
CFR part 8; the Fair Housing Act ( 42

U.S. C, 3601 et seq.) and implementing
regulations at 24 CFR part 100; and

Title II of the Americans with Disabil- 

ities Act (42 U.S. C. 12131 et seq,) and 28
CPR part 35; where applicable. 

3) Space and security. Except where
the shelter is intended for day use
only, the shelter must provide each
program participant in the shelter with

an acceptable place to sleep and ade- 
quate space and security for them- 
selves and their belongings. 

4) Interior air quality. Each room or
space within the shelter must have a
natural or mechanical means of ven- 

tilation. The interior air must be free

of pollutants at a level that might
threaten or harm the health of resi- 
dents. 

5) Water supply. The shelter' s water
supply must be free of contamination. 

6) Sanitary facilities. Each program
participant in the shelter must have

access to sanitary facilities that are in
proper operating condition, are private, 
and are adequate for personal cleanli- 

ness and the disposal of human waste. 

7) Thermal environment. The shelter

must have any necessary heating /cool- 
Ing facilities in proper operating condi- 
tion. 

8) Illumination and electricity. The
shelter must have adequate natural or
artificial illumination to permit nor- 

mal indoor activities and support

health and safety. There must be suffi- 
cient electrical sources to permit the
safe use of electrical appliances in the
shelter. 

24 CFR Ch. V ( 4 - 1- 15 Editlon) 

9) Food preparation. Food prepara- 

tion areas, if any, must contain suit- 
able space and equipment to store, pre- 
pare, and serve food in a safe and sani- 

tary manner. 
10) Sanitary conditions. The shelter

must be maintained in a sanitary con- 
dition. 

11) Fire safety. There must be at
least one working smoke detector in
each occupied unit of the shelter. 
Where possible, smoke detectors must

be located near sleeping areas. The fire
alarm system must be designed for

hearing - impaired residents. All public
areas of the shelter must have at least

one working smoke detector. There
must also be a second means of exiting
the building in the event of fire or
other emergency. 

c) Minimum standards for permanent

housing. The recipient or subrecipient
cannot use ESG funds to help a pro- 
gram participant remain or move into

housing that does not meet the min- 
imum habitability standards provided
in this paragraph ( c). The recipient

may also establish standards that ex- 
ceed or add to these minimum stand- 

ards. 

1) Structure and materials. The struc- 

tures must be structurally sound to
protect residents from the elements
and not pose any threat to the health
and safety of the residents. 

2) Space and security. Each resident
must be provided adequate space and

security for themselves and their be- 
longings. Each resident must be pro- 

vided an acceptable place to sleep. 
3) Interior air quality. Each room or

space must have a natural or mechan- 
ical means of ventilation. The interior
air must be free of pollutants at a level
that might threaten or harm the
health of residents. 

4) Water supply. The water supply
must be free from contamination. 

5) Sanitary facilities, Residents must
have access to sufficient sanitary fa- 
cilities that are in proper operating
condition, are private, and are ade- 

quate for personal cleanliness and the
disposal of human waste. 

6) Thermal environment. The housing
must have any necessary heating /cool- 
Ing facilities in proper operating condi- 
tion. 
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(7) Illumination and electricity. The
structure must have adequate natural
or artificial illumination to permit
normal indoor activities and support
health and safety. There must be suffi-
oient electrical sources to permit the
safe use of eleotrical appliances in the
structure.

(8) Food preparation. All food prepara-
tion areas must contain suitable space
and equipment to store, prepare, and
serve food in a safe and sanitary man-
ner.

(9) Sanitary conditions. The housing
must be maintained in a sanitary con-
dition. .

(10) Fire safety. (i) There must be a
second means of exiting the building in
the event of fire or other emergency.

(11) Each unit must include at least
one battery-operated or hard-wired
smoke detector, in proper working con-
dition. on each occupied level of the
unit. Smoke detectors must be located,
to the extent practicable, in a hallway
adjacent to a bedroom. If the unit is
occupied by hearing impaired persons,
smoke deteotors must have an alarm
system designed for hearing-impaired
persons in each bedroom ocoupied by a
hearing-impaired person.

(iii) The publio areas of all housing
must be equipped with a suffioient
number, but not less than one for each
area, of battery-operated or hard-wired
smoke deteotors. Publio areas include,
but are not limited to, laundry rooms,
community rooms, day care centers,
hallways, stairwells, and other corn-
mon areas.

§576.404 Conflicts of interest.
(a) Organizational conflicts of interest.

The provision of any type or amount of
ESG assistanoe may not be conditioned
on an individual's or family's accept-
ance or occupancy of emergenoy shel-
ter or housing owned by the recipient,
thesubreoipient, or a parent or sub-
sidiary of the subrecipient. No sub-
reoipient may. with respect to individ-
uals or families oooupying housing
owned by tbe subrectptent, or any par-
ent or subsidiary of the subrecipient,
carry out tbe initial evaluation re-
quired under §576.401 or administer
homelessnesa prevention assistance
under §576.103.

(b) Individua./ conflicts of interest. For
the procurement of goods and services,
the recipient and its subrecipients
must comply with the oodes of oonduot
and confliot of interest requirements
under 24 CFR 85.36 (for governments)
and 24 CFR 84.42(for private nonprofit
organizations). For all other trans-
actions and aotivities, the following re-
strictions apply:

(1) Conflicts prohibited. No person de-
soribed in paragraph (b)(2) of this see-
tion who exercises 01' has exeroised any
funotions or responsibilities with re-
speot to aotivities assisted under the
ESG program, or who is in a position
to partioipate in a decision-making
process or gain inside information with
regard to activities assisted under the
program, may obtain a financial inter-
est or benefit from an assisted aotdvibv;
have a financial interest in any con-
tract, subcontract, or agreement with
respeot to an assisted activity; or have
a financial interest in the proceeds de-
rived from an assisted aotivity, either
for him 01' herself or for those with
whom he or she has family or business
ties, during his 01' her tenure or during
the one-year period following bis or her
tenure.

(2) Persons covered. The confliot-of-
interest provisions of paragraph (b)(1)
of this section apply to any person who
is an employee, agent, oonsultant, offi-
cer, or elected or appointed offioial of
the recipient 01' its subreoipients.

(3) Exceptions. Upon the written re-
quest of the recipient, HUD may grant
an exception to the provisions of this
subsection on a oase-by-case basis, tak-
ing into account the oumulative effeots
of the oriteria in paragraph (b)(3)(U) of
thls section, provided that the recipi-
ent has satisfactorily met the thresh-
old requirements of paragraph (b)(3)(i)
of this section.

(1) Threshold requirements. HUD will
oonsider an exception only after the re-
o1pient has provided the following doe-
umentation:

(A) If the recipient or subreoipient ill
a government, disolosure of the nature
of the eonflict., accompanied by an as-
surance that there has been publio dis-
closure of the oonfliot and a desorip-
tion of how the public disolosure was
made; and
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7) Illumination and electricity. The
structure must have adequate natural

or artificial illumination to permit
normal indoor activities and support

health and safety, There must be suffi- 
cient electrical sources to permit the
safe use of electrical appliances in the
structure. 

8) Food preparation. All food prepara- 
tion areas must contain suitable space

and equipment to store, prepare, and
serve food in a safe and sanitary man- 
ner. 

9) Sanitary conditions. The housing
must be maintained in a sanitary con- 
dition, 

10) Fire safety, ( f) There must be a
second means of exiting the building in
the event of fire or other emergency. 

if) Each unit must include at least

one battery - operated or hard -wired
smoke detector, in proper working con- 
dition, on each occupied level of the

unit. Smoke detectors must be located, 
to the extent practicable, in a hallway
adjacent to a bedroom. If the unit is

occupied by hearing impaired persons, 
smoke detectors must have an alarm

system designed for hearing- impaired
persons in each bedroom occupied by a. 
hearing - impaired person. 

iii) The public areas of all housing
must be equipped with a sufficient
number, but not less than one for each

area, of battery - operated or hard -wired
smoke detectors, Public areas include, 
but are not limited to, laundry rooms, 
community rooms, day care centers, 
hallways, stairwells, and other com- 

mon areas. 

576.404 Conflicts of interest. 

a) Organizational conflicts of interest. 
The provision of any type or amount of
ESG assistance may not be conditioned
on an individual' s or family' s accept- 
ance or occupancy of emergency shel- 
ter or housing owned by the recipient, 
the subrecipient, or a parent or sub- 

sidiary of the subrecipient. No sub- 
recipient may, with respect to individ- 
uals or families occupying housing
owned by the subrecipient, or any par- 
ent or subsidiary of the subrecipient, 
carry out the initial evaluation re- 
quired under § 576. 401 or administer

homelessness prevention assistance

under § 576. 103, 

M A

b) Individual conflicts of interest, For
the procurement of goods 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 CPR 84. 42 ( for private nonprofit
organizations). For all other trans- 

actions and activities, the following re- 
strictions apply: 

1) Conflicts prohibited. No person de- 
scribed in paragraph ( b)( 2) of this sec- 
tion who exercises or has exercised any
functions or responsibilities with re- 

spect to activities assisted under the
ESG program, or who is in a position
to participate in a decision - making
process or gain inside information with
regard to activities assisted under the
program, may obtain a financial inter- 
est or benefit from an assisted activity; 
have a financial interest in any con- 
tract, subcontract, or agreement with

respect to an assisted activity; or have
a financial interest in the proceeds de- 
rived from an assisted activity, either
for him or herself or for those with
whom he or she has family or business
ties, during his or her tenure or during
the one -year period following his or her
tenure. 

2) Persons covered. The conflict -of- 

interest provisions of paragraph ( b)( 1) 
of this section apply to any person who
is an employee, agent, consultant, offi- 

cer, or elected or appointed official of

the recipient or its subrecipients. 

3) Exceptions. Upon the written re- 
quest of the recipient, HUD may grant
an exception to the provisions of this
subsection on a case -by -case basis, tak- 
ing into account the cumulative effects
of the criteria in paragraph ( b)( 3)( 11) of
this section, provided that the recipi- 
ent has satisfactorily met the thresh- 
old requirements of paragraph ( b)( 3)( 1) 
of this section. 

f) Threshold requirements. HUD will
consider an exception only after the re- 
cipient has provided the following doc- 
umentation: 

A) If the recipient or subrecipient is
a government, disclosure of the nature
of the conflict, accompanied by an as- 
surance that there has been public dis- 
closure of the conflict and a descrip- 
tion of how the public disclosure was
made; and
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(B) An opinion of the recipient's at-
torney that the interest for which the
exception is Bought would not violate
state or local law.

(11) Factors to be considered for excep-
tions. In determining whether to grant
a requested exception after the recipi-
ent has satisfactorily met the thresh-
old requirements under paragraph
(b)(3)(1) of this section, HUD must con-
clude that the exception will serve to
further the purposes of the ESG pro-
gram and the effective and efficient ad-
ministration of the reoipient's or sub-
reoipient's program or project, taking
into account the cumulative effect of
the following factors, as applicable:

(A) Whether the exoeption would pro-
vide a significant cost benefit or an es-
sential degree of expertise to the pro-
gram or projeot that would otherwise
not be available:
(B) Whether an opportunity was pro-

vided for open oompetitive bidding or
negotiation;

(0) Whether the affeoted person has
withdrawn from his or her functions,
responsibilities or the decision-making
process with .respeot to the specific ae-
tivity in question;

(D) Whether the interest or benefit
was present before the affected person
was in the position described in para-
graph (b)(1) of this section;

(E) Whether undue hardship results
to the recipient, the subrectprent, or
the person affected, when weighed
against the public interest served by
avoiding the prohibited oonflict; and

(F) Any other relevant consider-
ations.

.(c) contractors. All contraotors of the
recipient 01' subreoipient must comply
with the same requirements that apply
to aubreciptents under this sectton,

§ 676.405 Homeless participation.
(a) Unless the reoipient is a State,

the recipient must provide for the par-
tioipation of not less than one home-
less individual or formerly homeless
individual on the board of direotors or
other equivalent policy-making entity
of the recipient, to the extent that the
entity oonsiders and makes polioies
and decisions regarding any facilities,
services, or other assistance that re-
ceive funding under Emergency Solu-
tions Grant (ESG).

24 CFRCh. V (4-1-15 Edition)

(b) If the recipient is unable to meet
requirement under paragraph (a), it
must instead develop and implement a
plan to consult with homeless or for-
merly homeless individuals in consid-
ering and making policies and deer-
sions regarding any facilities, eervtoes,
01' other assistance that recetve fund-
ing under Emergency Solutions Grant
(ESG). The plan must be inoluded in
the annual action plan required under
24 OFR 91.220.

(0) To the maximum extent prac-
ticable, the recipient or subrecipient
must involve homeless individuals and
families in oonstructing, renovating.
maintaining, and operating facilities
assisted under ESG, in providing serv-
ices assisted under ESG, and in pro-
viding services for occupants of faoili-
ties assisted under ESG. This involve-
ment may include employment or vol-
unteer services.

§ 676.406 Faith-based activities.
(a) Organizations that are religious

or faith-based are eligible, on the same
basis as any other organization, to re-
ceive ESG funds. Neither the Federal
Government nor a State or local gov-
ernment receiving funds under ESG
shall disoriminate against an organiza-
tion on the basis of the organization's
religious oharaoter or affiliation.

(b) Organizations that are directly
funded under the ESG program may
not engage in inherently religious ac-
tivities, 'such as worship, religious in-
struction, or proselytization as part of
the programs or services funded under
ESG. If all organization conducts these
aotivities, the activities must be of-
fered separately, in time or location,
from the programs or services funded
under ESG. and partioipation must be
voluntary for program partioipants.

(c) Any religious organization that
reoeives ESG funds retains its inde-
pendence 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 the
reltgioue organization does not use di-
rect ESG funds to support a·ny inher-
ently religious aotivities, such as wor-
ship, religious instruotion, or pros-
elytization. Among other things, faith-
baaed organizations may use space in
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B) An opinion of the recipient' s at- 

torney that the interest for which the
exception is sought would not violate
state or local law. 

11) Factors to be considered for excep- 
tions. In determining whether to grant
a requested exception after the recipi- 
ent has satisfactorily met the thresh- 
old requirements under paragraph

b)( 3)( 1) of this section, HUD must con- 
clude that the exception will serve to
further the purposes of the ESG pro- 
gram and the effective and efficient ad- 

ministration of the recipient' s or sub - 

recipient's program or project, taking
into account the cumulative effect of

the following factors, as applicable: 
A) Whether the exception would pro- 

vide a significant cost benefit or an es- 
sential degree of expertise to the pro- 
gram or project that would otherwise

not be available; 

B) Whether an opportunity was pro- 
vided for open competitive bidding or
negotiation; 

C) Whether the affected person has
withdrawn from his or her functions, 

responsibilities or the deoision- making
process with respect to the specific ac- 
tivity in question; 

D) Whether the interest or benefit
was present before the affected person
was in the position described in para- 
graph (b)( 1) of this section; 

E) whether undue hardship results
to the recipient, the subrecipient, or
the person affected, when weighed

against the public interest served by
avoiding the prohibited conflict; and

F) Any other relevant consider- 
ations. 

c) Contractors. All contractors of the
recipient or subrecipient must comply

with the same requirements that apply
to subrecipients under this section, 

876.406 Homeless participation. 

a) Unless the recipient is a State, 
the recipient must provide for the par- 
ticipation of not less than one home- 
less individual or formerly homeless
individual on the board of directors or
other equivalent policy- making entity

of the recipient, to the extent that the
entity considers and makes policies
and decisions regarding any facilities, 
services, or other assistance that re- 
ceive funding under Emergency Solu- 
tions Grant (ESG). 

24 CFR Ch. V (4 - 1 - 15 Edition) 

b) If the recipient is unable to meet
requirement under paragraph ( a), it

must instead develop and implement a
plan to consult with homeless or for- 
merly homeless individuals in consid- 
ering and making policies and deci- 
sions regarding any facilities, services, 
or other assistance that receive fund- 
ing under Emergency Solutions Grant
ESG). The plan must be included in

the annual action plan required under

24 CFR 91. 220. 

c) To the maximum extent prac- 
ticable, the recipient or subrecipient

must involve homeless individuals and
families in constructing, renovating. 

maintaining, and operating facilities
assisted under ESG, in providing serv- 
ices assisted under ESG, and in pro- 
viding services for occupants of facili- 
ties assisted under ESG. This involve- 
ment may include employment or vol- 
unteer services. 

576.406 Faith -based activities. 

a) Organizations that are religious

or faith -based are eligible, on the same

basis as any other organization, to re- 
ceive ESG funds. Neither the Federal
Government nor a State or local gov- 

ernment receiving funds under ESG
shall discriminate against an organiza- 
tion on the basis of the organization' s
religious character or affiliation. 

b) Organizations that are directly
funded under the ESG program may

not engage in inherently religious ac- 
tivities,• such as worship, religious in- 
struction, or proselytization as part of

the programs or services funded under
ESG. If an organization conducts these
activities, the activities must be of- 
fered separately, in time or location, 
from the programs or services funded
under ESG, and participation must be

voluntary for program participants. 
c) Any religious organization that

receives ESG funds retains its inde- 
pendence 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 the
religious organization does not use di- 
rect ESG funds to support any inher- 
ently religious activities, such as wor- 
ship, religious instruction, or pros - 
elytization. Among other things, faith - 
based organizations may use space in
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their facilities to provide ESG-funded
services, without removing religious
art, icons, scriptures, or other religious
symbols. In addition, an ESG-funded
religious organization retains its au-
thority over its internal governance,
and the organization may retain reli-
gious terms in its organization's name,
select its board members on a religious
basis, and include religious references
in its organization's mtsstoa ' state-
ments and other governing documents.

(d) .An organization that receives
ESG funds shall not, in providing ESG
assistance, disoriminate against a pro-
gram participant or prospeotive pro-
gram participant on the basis of reli-
gion 01'religious belief.

(e) ESG funds may not be used for
the rehabilitation of struotures to the
extent that those structures are used
for inherently religious activities. So-
lutions ESG funds may be used for the
rehabilitation of structures only to the
extent that those struotures are used
for oonduoting eligible aotivities under
the ESG program. Where a struoture is
used for both eligible and inherently
religious activities, ESG funds may not
exceed the cost of those portions of the
rehabilitation that are attributable to
eligible aotivities in aooordance with
the oost acoounting requirements ap-
plicable to ESG funds. Sanotuaries,
chapels, or other rooms that an ESG-
funded religious oongregation uses as
its prinoipal place of worship, however,
are ineligible for funded improvements
under the program. Disposition of real
property after the term of the grant, or
any change in use of the property dur-
ing the term of the grant, is subjeot to
government-wide regulations gov-
erning real property disposition (see 24
CFR parts 84 and 85).

(f) If the recipient or a subrecipient
that is a local government voluntarily
oontributes its own funds to supple-
ment federally funded aotivities, the
reoipient or subrecipient has the option
to segregate the Federal funds or oom-
mingle them. However, if the funds are
commingled, this seotion applies to all
of the commingled funds.

§ 576.407 Other Federal requirements.
(a) General. The requirements in 24

CFR part 5, subpart A are applicable,
inoluding the nondisorimination and

equal opportunity requirements at 24
CFR 6.105(11.).Seotion 3 of the Housing
and Urban Development Aot of 1968,12
U.S.C. 1701u,and implementing regula-
tions at 24 OFR part 195 apply, except
that homeless individuals have priority
over other Seotion 3 residents in ao-
oordance with §576.405(c).

(b) Affirmative outreach. The recipient
or subrecipient must make known that
use of the facilities, assistanoe, and
services are available to all on a non-
diecrimlnatorv basis. If it is unlikely
that the procedures that the recipient
or subrecipient intends to use to make
known the availability of the facilities,
asststanoe, and services will to reach
persons of any particular race, color,
religion, sex, age, national origin, fa-
milial status, or dlsab1l1ty who may
qualify for those faoilities and services,
the reciptent or subrecipient must es-
tablish additional procedures that en-
sure that those persons are made aware
of the faoilities, asstatanoe, and serv-
Ices. The recipient and its suoreotpt-
ents must take appropriate steps to en-
sure effeotive communioation with per-
sons with disabilities Including, but
not limited to, adopting procedures
that will make available to interested
persons information concerning the 10-
oation of assistance, services, and fa-
oilities that are aooessible to persons
with disabilities. Oonsistent with Title
VI and Exeoutive Order 13166, recipi-
ents and subreotptente are also re-
quired to take reasonable steps to en-
sure meaningful access to programs
and aotivities for limited English pro-
fioiency (LEP) persons.

(c) U~lform Adminlstrattve Require-
ments. The requirements of 24 OFR part
85 apply to the reoipient and subreoipi-
ents that are units of general purpose
looal government, exoept that 24 CFR
85.24 and 85.42 do not apply, and pro-
gram inoome is to be used as match
under 24 OFR, 85.25(g). The require-
ments of 24 OFR part 84 apply to Bub-
recipients that are private nonprofit
organizations, except that 24 OFR 84.23
and 84.53do not apply, and program in-
come is to be used as the nonfederal
share under 24 OFR 84.24(b). These reg-
ulations inolude allowable costs and
non-Federal audit requirements.

(d) Environmental review responsibil-
ities. (1) Aotivities under this part are
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their facilities to provide ESG- funded
services, without removing religious

art, icons, scriptures, or other religious
symbols. In addition, an ESG - funded
religious organization retains its au- 
thority over its internal governance, 
and the organization may retain reli- 
gious terms in its organization's name, 
select its board members on a religious

basis, and include religious references
in its organization' s mission state- 
ments and other governing documents. 

d) An organization that receives
ESG funds shall not, in providing ESG
assistance, discriminate against a pro- 

gram participant or prospective pro- 

gram participant on the basis of reli- 
gion or religious belief. 

e) ESG funds may not be used for
the rehabilitation of structures to the
extent that those structures are used

for inherently religious activities. So- 
lutions ESG funds may be used for the
rehabilitation of structures only to the
extent that those structures are used

for conducting eligible activities under
the ESG program. where a structure is
used for both eligible and inherently
religious activities, ESG funds may not
exceed the cost of those portions of the
rehabilitation that are attributable to
eligible activities in accordance with

the cost accounting requirements ap- 
plicable to ESG funds. Sanctuaries, 
chapels, or other rooms that an ESG - 
funded religious congregation uses as

its principal place of worship, however, 
are ineligible for funded improvements
under the program. Disposition of real

property after the term of the grant, or
any change in use of the property dnr- 
ing the term of the grant, is subject to
government -wide regulations gov- 

erning real property disposition ( see 24
CFR parts 84 and 85). 

f) If the recipient or a subrecipient

that is a local government voluntarily
contributes its own funds to supple- 
ment federally funded activities, the
recipient or subrecipient has the option
to segregate the Federal funds or com- 
mingle them. However, if tho funds are
commingled, this section applies to all
of the commingled funds. 

576.407 Other Federal requirements. 

a) General. The requirements in 24
CPR part 5, subpart A are applicable, 
including the nondiscrimination and

676.407

equal opportunity requirements at 24
CFR S. lOb( a). Seoticn 3 of the Housing
and Urban Development Act of 1968, 12
U. S. C. 1701u, and implementing regula- 
tions at 24 CFR part 135 apply, except
that homeless individuals have priority
over other Section 3 residents in ac- 
cordance with §576. 405( o). 

b) Affirmative outreach. The recipient
or subrecipient must make known that
use of the facilities, assistance, and
services are available to all on a non- 
discriminatory basis. If it is unlikely
that the procedures that the recipient
or subrecipient intends to use to make

known the availability of the facilities, 
assistance, and services will to reach
persons of any particular race, color, 
religion, sex, age, national origin, fa- 
milial status, or disability who may
qualify for those facilities and services, 
the recipient or subrecipient must es- 
tablish additional procedures that en- 
sure that those persons are made aware
of the facilities, assistance, and serv- 
ices. The recipient and its subrecipi- 
ents must take appropriate steps to en- 
sure effective communication with per- 

sons with disabilities including, but
not limited to, adopting procedures
that will make available to interested
persons information concerning the lo- 
cation of assistance, services, and fa- 
cilities that are accessible to persons
with disabilities. Consistent with Title
VI and Executive Order 13166, reoipi- 
ents and subrecipients are also re- 

quired to take reasonable steps to en- 
sure meaningful access to programs
and activities for limited English pro- 

ficiency (LEP) persons. 
e) Uniform Administrative Require- 

ments. The requirements of 24 CFR part
85 apply to the recipient and subreoipi- 
ents that are units of general purpose
local government, except that 24 CPR
85. 24 and 85. 42 do not apply, and pro- 
gram income is to be used as match
under 24 CFR . 85. 25( g). The require- 

ments of 24 CFR part 84 apply to sub - 
recipients that are private nonprofit

organizations, except that 24 CFR 84. 23
and 84. 53 do not apply, and program in- 
come is to be used as the nonfederal
share under 24 CPR 84. 24( b). These reg- 
ulations include allowable costs and
non - Federal audit requirements. 

d) lnvironmental review responsibil- 

ities. ( 1) Activities under this part are
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subjeot to environmental review by
HUD under 24 OFR part 50. The recipi-
ent shall supply all available, relevant
information necessary for HUD to per-
form for each property any environ-
mental review required by 24 OF;Rpart
50. The recipient also shall carry out
mitigating measures required by HUD
or select alternate eligible property.
HUDmay eliminate from consideration
any application that would require an
Environmental Impact Statement
(EIS).
(2) The reoipient or subreoipient, or

any contractor of the reoipient or sub-
recipient, may not acquire, rehabili-
tate, convert, lease, repair, dispose of,
demolish, or oonstruot property for a
project under this part, or commit or
expend HUD or local funds for eligible
activities under this part, until HUD
has performed an environmental review
under 24 OFR part 50 and the recipient
has received HUD approval of the prop-
erty.
(e) Dams-Bacon Act. The provisions of

the Davis-Bacon Act (40 U.S.O. 276a to
276ar-5) do not apply to the ESG pro-
gram.
(f) Procurement of Recovered Materials.

The recipient and its contractors must
comply with Section 6002of the Solid
Waste Disposal Act, as amended by the
Resource Oonservation and Reoovery
Act. The requirements of Seotion 6002
Include procuring only items des-
ignated in guidelines of the Environ-
mental Proteotion Agenoy (EPA) at 40
OFR part 247 that contain the highest
peroentage of recovered materials prac-
tioable, oonsistent with maintaining a
satisfactory level of competition,
where the purchase prioe of the item
exceeds $10,000 or the value of the
quantity acquired by the preceding fis-
cal year exceeded $10,000; proourms'
solid waste management services in a
manner that maximizes energy and re-
source recovery; and establishing an af-
firmative procurement program for
proourement of recovered materials
identified in the EPA guidelines.

§676.408 Displacement, relocation, and
acquisition.

(a) Minimizing displacement. Con-
sistent with the other goals and objec-
tives of Emergency Solutions Grant
(ESG), the reciplent and its subreotpi-

24 CFRCh. V (4-1-15 Edition)

ents must assure that they have taken
all reasonable steps to minimize the
displacement of persons (families. indi-
viduals. businesses, nonprofit organiza-
tions. and farms) as a result of a
project assisted under Emergenoy Solu-
tions Grant (ESG).
(b) Temporary relocation not permitted.

No tenant-occupant of housing (a
dwelling unit) that is converted into an
emergency shelter may be required to
relocate temporarily for a project as-
sisted with ESG funds, or be required
to move to another unit in the same
building/complex. Wnen a tenant
moves for a project assisted with ESG
funds under oonditions that trigger the
Uniform Relocation Assistance and
Real Property Acquisition Policies Act
of 1970(URA), 42U.S.O. 4601-4655,as de-
soribed in paragraph (c) of this section,
the tenant should be treated as perma-
nently displaced and offered relooation
assistance and payments consistent
with that paragraph.
(c) Relocation asststance for displaced

persons. (1) In general. A displaced per-
son (defined in paragraph (0)(2) of this
section) must be provided relocation
assistance at the levels desoribed in,
and in accordance with, the URA and 49
CFR part 24. A displaced person must
be advised of his or her rights under
the Fair Housing Aot (42 U.S.O. 3601et
seq.). Whenever possible, minority per-
sons shall be given reasonable opportu-
nities to relocate to comparable and
suitable decent, safe. and sanita.ry re-
placement dwellings, not located in an
area of minority concentration, that
are within their finanoial means. This
polioy, however, does not require pro-
viding a person a larger payment than
iB.necessary to enable a person to relo-
oate to a comparable replacement
dwelling. (See 49 CFR
24.205(o)(2)(il)(D).)As required by Sec-
tion 504 of the Rehabilitation Aot (29
U.S.O. 794)and 49OFR part 24, replace-
ment dwellings must also contain the
aocessibility features needed by dis-
placed persons with disabilities.
(2) Displaced Person. (1) For purposes

of paragraph (c) of this section, the
term "displaced person" means any
person (family, individual, business,
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subject to environmental review by
HUD under 24 CFR part 50. The recipi- 

ent shall supply all available, relevant

information necessary for HUD to per- 
form for each property any environ- 
mental review required by 24 CFR part
50. The recipient also shall carry out

mitigating measures required by HUD
or select alternate eligible property. 

HUD may eliminate from consideration
any application that would require an
Environmental Impact Statement

EIS). 
2) The recipient or subreeipient, or

any contractor of the recipient or sub - 
recipient, may not acquire, rehabili- 
tate, convert, lease, repair, dispose of, 
demolish, or construct property for a
project under this part, or commit or

expend HUD or local funds for eligible
activities under this part, until HUD

has performed an environmental review
under 24 CFR part 50 and the recipient
has received HUD approval of the prop- 
erty. 

e) Davis -Bacon Act, The provisions of
the Davis - Bacon Act ( 40 U. S. C. 276a to
276x- 5) do not apply to the ESG pro- 
gram. 

f) Procurement of Recovered Materials. 
The recipient and its contractors must

comply with Section 6002 of the Solid
Waste Disposal Act, as amended by the
Resource Conservation and Recovery
Act. The requirements of Section 6002

include procuring only items des- 
ignated in guidelines of the Environ- 
mental Protection Agency ( EPA) at 40
CFR part 247 that contain the highest
percentage of recovered materials prac- 

ticable, consistent with maintaining a

satisfactory level of competition, 

where the purchase price of the item
exceeds $ 10, 000 or the value of the

quantity acquired by the preceding fis- 
cal year exceeded $ 10, 000; procuring
solid waste management services in a
manner that maximizes energy and re- 
source recovery; and establishing an af- 
firmative procurement program for
procurement of recovered materials

identified in the EPA guidelines. 

676.408 Displacement, relocation, and
acquisition. 

a) Minimizing displacement. Con- 

sistent with the other goals and objec- 

tives of Emergency Solutions Grant
ESG), the recipient and its subrecipi- 

24 CFR Ch. V ( 4 - 1 - 15 EdI lon) 

ents must assure that they have taken
all reasonable steps to minimize the
displacement of persons ( families, indi- 
viduals, businesses, nonprofit organiza- 

tions, and farms) as a result of a

project assisted under Emergency Solu- 
tions Grant (ESG). 

b) Temporary relocation not permitted. 
No tenant - occupant of housing ( a

dwelling unit) that is converted into an
emergency shelter may be required to
relocate temporarily for a project as- 
sisted with ESG funds, or be required

to move to another unit in the same

building /complex, - when a tenant

moves for a project assisted with ESG

funds under conditions that trigger the
Uniform Relocation Assistance and

Real Property Acquisition Policies Act
of 1970 ( URA), 42 U. S. C. 4601 - 4655, as de- 
scribed in paragraph ( c) of this section, 
the tenant should be treated as perma- 

nently displaced and offered relocation
assistance and payments consistent

with that paragraph. 

c) Relocation assistance for displaced
persons. ( 1) In general. A displaced per- 

son ( defined in paragraph ( c)( 2) of this

section) must be provided relocation
assistance at the levels described in, 

and in accordance with, the URA and 49
CFR part 24. A displaced person must

be advised of his or her rights under

the Fair Housing Act (42 U. S. C. 8601 et
seq.). Whenever possible, minority per- 
sons shall be given reasonable opportu- 

nities to relocate to comparable and

suitable decent, safe, and sanitary re- 
placement dwellings, not located in an
area of minority concentration, that
are within their financial means. This

policy, however, does not require pro- 
viding a person a larger payment than
is necessary to enable a person to relo- 
cate to a comparable replacement

dwelling. ( See 49 CFR

24. 205( e)( 2)( fi)(D).) As required by Sec- 
tion 504 of the Rehabilitation Act ( 29
U. S. C. 794) and 49 CFR part 24, replace- 
ment dwellings must also contain the
accessibility features needed by dis- 
placed persons with disabilities. 

2) Displaced Person. ( 1) For purposes
of paragraph ( e) of this section, the

term " displaced person" means any

person ( family, individual, business, 
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nonprofit organization, or farm, Inolud-,
ing any corporation, partnership, or as-
sociation) that moves from real prop-
erty, or moves personal property from
real property, permanently, as a direct
result of acquisition, rehabilitation, or
demolition for a project assisted under
the ESG program. This includes any
permanent, involuntary move for an
assisted project, including any perma-
nent move from the real property that
is made:

(A) After the owner (or person in con-
trol of the site) issues a notice to move
permanently from the property or re-
fuses to renew an expiring lease, if the
move occurs on or after:

(1)The date of the submission by the
recipient (or subreciptent, as applica-
ble) of an application for assistance to
HUD (or the recipient, as applicable)
that is later approved and funded if the
recipient (or subrecipient, as applica-
ble) has site control as evidenced by a
deed, sales contract, or option contraot
to acquire the property; 01'

(II) The date on whioh the reoipient
(or subrectptent, as applioable) selects
the applicable site, if the recipient (or
subrecipient, as applicable) does not
have site control at the time of the ap-
plioation, provided that the recipient
(or subrecipient, as applicable) eventu-
ally obtains control over the site;

(B) Before the date described in para-
graph (c)(2)(i)(A) of this section, if the
recipient or HUD determines that the
displacement resulted directly from ac-
quisition, rehabilitation, or demolition
for the project; or

(0) By a tenant-occupant of a dwell-
ing unit and the tenant moves after
execution of the agreement covering
the aouutsttaon, rehabilitation, or dem-
olition of the property for the project.

(ii) Notwithstanding paragraph
(c)(2)(1) of this section, a person does
not qualify as a displaced person if:

(A) The person has been evicted for
cause based upon a serious or repeated
violation of the terms and conditions
of the lease or occupancy agreement:
violation of applicable Federal, State
or local law, or other good cause; and
the recipient determines that the evic-
tion was not undertaken for the pur-
pose of evading the obligation to pro-
vide relocation assistanoe.

(B) The person moved into the prop-
erty after the submission of the appli-
cation but, before signing a lease and
commencing occupancy, was provided
written notioe of the projeot, its pos-
sible impact on the person (e.g., the
person may be displaced), and the fact
that the person would not qualify as a
"displaced person" (or for any assist-
anoe under this seotion) as a result of
the project;

(0) The person is ineligible under 49
OFR 24.2(a)(9)(ii);or

(D) HUD determines that the person
was not displaced as 11, direct result of
acquisition, rehabilitation, or demoli-
tion for the project.

(iii) The reoipient or subrecipient
may, at an;y time, request tbat HUD to
determine whether a displacement is or
would be covered by this rule.

(3) Initiation of negotiations. For pur-
poses of determining the type of re-
placement housing payment assistance
to be provided to a displaced person
pursuant to this section: .

(1) If the displacement is the direot
result of privately undertaken rehab111-
tation, demolition, or aoquisition of
the real property, "initiation of nego-
tiations" means the exeoution of the
agreement between the recipient and
the subreoipient or the agreement be-
tween the recipient (or subrecipient, as
applicable) and the person owning or
oontrolling the property;

(11)If site oontrol is only evidenced
by an option oontract to acquire the
property, the "initiation of negotia-
tions" does not become effeotive until
the execution of a written agreement
that oreates a legally enforceable com-
mitment to proceed with the purchase,
such as a sales oontraot.

(d) Real property acquisition require-
ments. The acquisition of real property,
whether funded privately or publicly,
for a projeot assisted with Emergency
Solutions Grant (ESG) funds is subject
to the URA and Federal government-
wide regulations at 49OFR part 24, sub-
part B.

(e) Appeals. A perilon who disagrees
with the recipient's (or suoreotptent's,
if applicable) determination oonoerning
whether the person qualifies as a dis-
placed person, or the amount of relooa-
tion assistance for which the person
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nonprofit organization, or farm, includ -. 

ing any corporation, partnership, or as- 
sociation) that moves from real prop- 

erty, or moves personal property from
real property, permanently, as a direct
result of acquisition, rehabilitation, or

demolition for a project assisted under

the ESG program. This includes any
permanent, involuntary move for an
assisted project, including any perma- 
nent move from the real property that
is made; 

A) After the owner ( or person in con- 
trol of the site) issues a notice to move
permanently from the property or re- 
fuses to renew an expiring lease, if the
move occurs on or after; 

I) The date of the submission by the
recipient ( or subrecipient, as applica- 

ble) of an application for assistance to
HUD ( or the recipient, as applicable) 

that is later approved and funded if the
recipient ( or subrecipient, as applica- 

ble) has site control as evidenced by a
deed, sales contract, or option contract

to acquire the property; or

II) The date on which the recipient
or subrecipient, as applicable) selects

the applicable site, if the recipient (or
subrecipient, as applicable) does not
have site control at the time of the ap- 
plication, provided that the recipient
or subrecipient, as applicable) eventu- 

ally obtains control over the site; 
B) Before the date described in para- 

graph ( c)( 2)( 1)( A) of this section, if the
recipient or HUD determines that the
displacement resulted directly from ac- 
quisition, rehabilitation, or demolition
for the project; or

C) By a tenant - occupant of a dwell- 
ing unit and the tenant moves after
execution of the agreement covering

the acquisition, rehabilitation, or dem- 
olition of the property for the project. 

ii) Notwithstanding paragraph

e)( 2)( i) of this section, a person does
not qualify as a displaced person if: 

A) The person has been evicted for
cause based upon a serious or repeated

violation of the terms and conditions
of the lease or occupancy agreement; 
violation of applicable Federal, State
or local law, or other good cause; and

the recipient determines that the evic- 
tion was not undertaken for the pur- 
pose of evading the obligation to pro- 
vide relocation assistance. 

ss

B) The person moved into the prop- 

erty after the submission of the appli- 
cation but, before signing a, lease and
commencing occupancy, was provided
written notice of the project, its pos- 
sible impact on the person ( e. g., the

person may be displaced), and the fact
that the person would not qualify as a

displaced person" ( or for any assist - 
anoe under this section) as a result of

the project; 

C) The person is ineligible under 49
CFR 24. 2( a)( 9)( ii); or

D) HUD determines that the person
was not displaced as a direct result of
acquisition, rehabilitation, or demoli- 
tion for the project. 

iii) The recipient or subreoipient

may, at any time, request that HUD to
determine whether a displacement is or
would be covered by this rule. 

3) Initiation of negotiations. For pur- 
poses of determining the type of re- 
placement housing payment assistance
to be provided to a displaced person
pursuant to this section: 

i) If the displacement is the direct
result of privately undertaken rehabili- 
tation, demolition, or acquisition of
the real property, " initiation of nego- 

tiations" means the execution of the
agreement between the recipient and
the subrecipient or the agreement be- 
tween the recipient (or subrecipient, as
applicable) and the person owning or

controlling the property; 
ii) If site control is only evidenced

by an option contract to acquire the
property, the " initiation of negotia- 

tions" does not become effective until
the execution of a written agreement

that creates a legally enforceable com- 
mitment to proceed with the purchase, 
such as a sales contract. 

d) Real property acquisition require- 
ments. The acquisition of real property, 

whether funded privately or publicly, 
for a project assisted with Emergency
Solutions Grant (ESG) funds is subject
to the URA and Federal government - 

wide regulations at 49 CFR part 24, sub- 
part B. 

e) Appeals. A person who disagrees
with the recipient' s ( or subrooipient' s, 

if applicable) determination concerning
whether the person qualifies as a dis- 
placed person, or the amount of reloca- 

tion assistance for which the person
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may be eligible, may file a written ap-
peal of that determination with the re-
oipient under 49 OFR 24.10. A low-in-
oome person who disagrees wi th the re-
oipient's determination may submit a
written request for review of that de-
termination by the appropriate HUD
field office.

Subpart F-Grant Administration
§576.500 Recordkeeping and reporting

requirements.
(a) In general. The recipient must

have polioies and procedures to ensure
the requirements of this part are met.
The policies and procedures must be es-
tablished in writing and implemented
by the recipient and its subreotpienta
to ensure that ESG funds are used in
aocordance with the requirements. In
addition, sufficient records must be es-
tablished and maintained to enable the
recipient and HUD to determine wheth-
er ESG requirements are being met.

(b) Homeless status. The recipient
must maintain and follow written in-
take procedures to ensure compliance
with the homeless definition in §576.2.
The procedures must require doou-
mentation at intake of the evidence re-
lied upon to establish and verify home-
less status, The procedures must estab-
lish the order of priority for obtaining
evidence as third-party dooumentation
first, intake worker observations sec-
ond, and certifioation from the person
seeking assistanoe third. However, lack
of third-party dooumentation must not
prevent an individual or family from
being immediately admitted to emer-
gency shelter, reoeiving street out-
reach services, or being immediately
admitted to shelter or receiving serv-
ioes provided by a victim service pro-
vider. Reoords contained in an HMIS or
comparable database used by victim
service or legal service providers are
acceptable evidenoe of third-party doc-
umentation and intake worker obser-
vations ,if the HMIS retains an
auditable history of all entries, includ-
ing the person who entered the data,
the date of entry, and the change
made; and if the HMIS prevents over-
rides or changes of the dates on which
entries are made.

(1) If the individual or family quali-
fies as homeless under paragraph (1)(i)

24 CFRCh. V (4-1-15 Edition)

or (11) of the homeless definition in
§ 576.2, acoeptable evidence Includes a
written observation by an outreach
worker of the oonditions where the in-
dividual or family was living, a written
referral by another housing or service
provider, or a certifioation by the indi-
vidual or head of household seeking as-
sistance.

(2) If the individual qualifies as
homeless under paragraph (l)(iii) of the
homeless definition in §576.2, because
he or she resided in an emergency shel-
ter or place not meant for human habi-
tation and ill exiting an institution
where he or she resided for 90 days or
less, acoeptable evidence inoludes the
evidence described in paragraph (b)(l)
of this section and one of the following:

(i) Discharge paperwork or a written
or oral referral from a social worker,
case manager, or other appropriate of-
fioial of the institution, stating the be-
ginning and end dates of the time re-
siding in the institution. All oral state-
ments must be reoorded by the intake
worker; 01'

(11) Where the evidence in paragraph
(b)(2)(i) of this secbion is not obtain-
able, a written record of the intake
worker'S due diligence in attempting to
obtain the evidence described in para-
graph (b)(2)(i) and a oertifioation by
the individual seeking assistance that
states he or she is exiting or has just
exited an institution where he or she
resided for 90days or less.

(3) If the individual or family quali-
fies as homeless under paragraph (2) of
the homeless definition in §576.2, be-
cause the individual or family will im-
minently lose their housing, the evi-
dence must include:

(i)(A) A court order resulting from an
eviction action that requires the indi-
vidual or family to leave their rest-
denoe within 14 days after the date of
their applicatton for homeless assist-
ance: or the equivalent notice under
applioable state law, a Notioe to QUit,
01' a Notice to Terminate issued under
state law;

(B) For individuals and families
whose primary nighttime residence is a
hotel 01' motel room not paid for by
charitable organizations or federal,
state, or local government programs
for Iow-iucome individuals, evidence
that the individual or fa,mily Iaoks the
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may be eligible, may file a written ap- 
peal of that determination with the re- 

cipient under 49 CFR 24. 10. A low -in- 
come person who disagrees with the re- 
cipient' s determination may submit a
written request for review of that de- 

termination by the appropriate HUD
field office. 

Subpart F — Grant Administration

576.500 Recordkeeping and reporting
requirements. 

a) In general. The recipient must

have policies and procedures to ensure
the requirements of this part are met. 

The policies and procedures must be es- 
tablished in writing and implemented
by the recipient and its subreeipients
to ensure that ESG funds are used in
accordance with the requirements. In
addition, sufficient records must be es- 
tablisbed and maintained to enable the
recipient and HUD to determine wheth- 

er ESG requirements are being met. 
b) Homeless status. The recipient

must maintain and follow written in- 
take procedures to ensure compliance

with the homeless definition in §576. 2, 
The procedures must require docu- 
mentation at intake of the evidence re- 

lied upon to establish and verify home- 
less status. The procedures must estab- 
lish the order of priority for obtaining
evidence as third -party documentation
first, intake worker observations sec- 

ond, and certification from the person

seeking assistance third. However, lack
of third -party documentation must not
prevent an individual or family from
being immediately admitted to emer- 
gency shelter, receiving street out - 
reach services, or being immediately
admitted to shelter or receiving serv- 

ices provided by a victim service pro- 
vider. Records contained in an HMIS or
comparable database used by victim
service or legal service providers are

acceptable evidence of third -party doc- 
umentation and intake worker obser- 
vations if the HMIS retains an

auditable history of all entries, includ- 
ing the person who entered the data, 
the date of entry, and the change
made; and if the HMIS prevents over- 
rides or changes of the dates on which
entries are made. 

1) If the individual or family quali- 
fies as homeless under paragraph ( 1)( i) 

24 CPR Ch. V (4- 1 - 15 Edition) 

or ( it) of the homeless definition in
576. 2, acceptable evidence includes a

written observation by an outreach
worker of the conditions where the in- 

dividual or family was living, a written
referral by another housing or service
provider, or a certification by the indi- 
vidual or head of household seeking as- 
sistance. 

2) If the individual qualifies as
homeless under paragraph ( 1)( iii) of the

homeless definition in §576. 2, because

he or she resided in an emergency shel- 
ter or place not meant for human habi- 
tation and is exiting an institution
where he or she resided for 90 days or
less, acceptable evidence includes the
evidence described in paragraph ( b)( 1) 
of this section and one of the following: 

f) Discharge paperwork or a written

or oral referral from a social worker, 
case manager, or other appropriate of- 

ficial of the institution, stating the be- 
ginning and end dates of the time re- 
siding in the institution. All oral state- 
ments must be recorded by the intake
worker; or

it) Where the evidence in paragraph
b)( 2)( i) of this section is not obtain- 

able, a written record of the intake

worker' s due diligence in attempting to
obtain the evidence described in para- 
graph ( b)( 2)( i) and a certification by
the individual seeking assistance that
states he or she is exiting or has just
exited an institution where he or she
resided for 90 days or less. 

S) If the individual or family quali- 
fies as homeless under paragraph ( 2) of
the homeless definition in § 576. 2, be- 
cause the individual or family will im- 
minently lose their housing, the evi- 
dence must include: 

i)(A) A court order resulting from an
eviction action that requires the indi- 
vidual or family to leave their resi- 
dence within 14 days after the date of
their application for homeless assist- 
ance; or the equivalent notice under
applicable state law, a Notice to Quit, 
or a Notice to Terminate issued under
state law; 

B) For individuals and families

whose primary nighttime residence is a
hotel or motel room not paid for by
charitable organizations or federal, 

state, or local government programs

for low - income individuals, evidence

that the individual or family lacks the
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resources necessary to reside there for
more than 14 days after the date of ap-
plication for homeless assistance; or

(0) An oral statement by the indi-
vidual or head of household that the
owner or renter of the housing in whioh
they ourrently reside will not allow
them to stay for more than 14 days
after -the date of applioation fOr home-
less assistance. The intake worker
must reoord the statement and certify
that it was found credible. To be found
credible, the oral statement must ei-
ther: (1) be verified by the owner or
renter of the housing in which the indi-
vidual or family resides at the time of
application for homeless assistance and
documented by a written certification
by the owner or renter 01' by the intake
worker's recording of the owner or
renter's oral statement; or (II) if the
intake worker is unable to contact the
owner or renter, be documented by a
written certification by the intake
worker of his or her due diligence in at-
tempting to obtain tbe owner 01' rent-
er's verification and the written cer-
tifioation by the individual or head of
household seeking assistance that his
or bel' statement was true and com-
plete;
(ii) Oertification by the individual or

head of household that no subsequent
residenoe has been identified; and
(iii) Certification or other written

documentation that the individual or
family lacks the resources and support
networks needed to obtain other per-
manent housing.
(4) If the individual 01' family quali-

fies as homeless under paragraph (3) of
the homeless definition in §576.2, be-
cause the individual or family does not
otherwise qualify as homeless under
the homeless definition but is an unac-
companied youth under 25years of age,
or homeless family with one 01' more
ohildren 01' youth, and is defined as
homeless under another Federal stat-
ute or section 725(2)of the MoKinney~
Vento Homeless Assistance Aot (42
U.S.O. 11434a(2»,the evidence must in-
clude:
(i) For paragraph (3)(i) of the home-

less definition in §576.2,oertlfication of
homeless status by the looal private
nonprofit organization or state or looal
governmental entity responsible for
administering assistanoe under the

Runaway and Homeless youth Act (42
U.S.O. 5701et seq.), the Head Start Act
(42U.S.C. 9831et seq.), subtitle N of the
Violence Against Women Act of 1994(42
U.S.C. 14043eet seq.), section 330of the
Publio Health Service Act (42 U.S.C.
254b), the Food and Nutrition Act of
2008(7 U.S.C. 2011et seq.), section 17 of
the Child Nutrition Aot of 1966 (42
U.S.C. 1786),or subtitle B of title VII of
the McKinney-Vento Homeless Assist-
ance Act (42U.S.C. 11431et seq.), as ap-
plicable;
(ii) For paragraph (3)(ii) of the home-

less definition in §576.2, referral by a
housing or service provider, written ob-
servation by an outreach worker, or
certifioation by the homeless indi-
vidual or head of household seeking as-
statanoe:
(iii) Iror paragraph (3)(11i) of the

homeless definition in §576.2, certifi-
cation by the individual or head of
household and any available supporting
documentation that the individual or
family moved two or more times dur-
ing the 6o-day period immediately pre-
ceding the date of application for
homeless assistance, including: re-
corded statements 01' records obtained
from eaoh owner 01' renter of housing,
provider of shelter or housing, or social
worker, case worker, or other appro-
priate official of a hospital 01' institu-
tion in which the individual or family
resided; or, where these statements 01'
records are unobtainable, a written
record of the intake worker's due dili-
gence in attempting to obtain these
statements or records. Where a move
was due to the individual 01' family
fleeing domestic violence, dating vlo-
lenoe, sexual assault, or stalking, then
the intake worker may alternatively
obtain a wr1tten oertification from the
individual 01' head of household seeking
assistanoe that they were fleeing that
situation and that they resided at that
address; and
(iv) For paragraph (3)(iv) of the

homeless definition in §576.2, written
diagnosis from a professional who is li-
censed by the state to diagnose and
treat that oondition (01' intake staff-re-
oorded observation of disability that
within 45 days of date of the appllca-
tion for assistance is confirmed by a
professional who is licensed by the
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resources necessary to reside there for
more than 14 days after the date of ap- 
plication for homeless assistance; or

C) An oral statement by the indi- 
vidual or head of household that the
owner or renter of the housing in which
they currently reside will not allow
them to stay for more than 14 days
after the date of application for home- 
less assistance. The intake worker

must record the statement and certify
that it was found credible. To be found
credible, the oral statement must ei- 

ther: ( I) be verified by the owner or
renter of the housing in which the indi- 
vidual or family resides at the time of
application for homeless assistance and

documented by a written certification

by the owner or renter or by the intake
worker' s recording of the owner or
renter' s oral statement; or ( II) if the
intake worker is unable to contact the
owner or renter, be documented by a
written certification by the intake
worker of his or her due diligence in at- 
tempting to obtain the owner or rent- 
er' s verification and the written cer- 

tification by the individual or head of
household seeking assistance that his
or her statement was true and com- 
plete; 

ii) Certification by the individual or
head of household that no subsequent
residence has been identified; and

iii) Certification or other written
documentation that the individual or

family lacks the resources and support
networks needed to obtain other per- 
manent housing. 

4) If the individual or family quali- 
fies as homeless under paragraph ( 3) of
the homeless definition in § 576. 2, be- 
cause the individual or family does not
otherwise qualify as homeless under
the homeless definition but is an unac- 
companied youth under 25 years of age, 
or homeless family with one or more
children or youth, and is defined as
homeless under another Federal stat- 
ute or section 725( 2) of the McKinney- 
Vento Homeless Assistance Act ( 42
U. S. C. 11434a( 2)), the evidence must in- 

clude: 

i) For paragraph ( 3)( 1) of the home- 
less definition in §576. 2, certification of
homeless status by the local private
nonprofit organization or state or local
governmental entity responsible for
administering assistance under the

676.600

Runaway and Homeless Youth Act ( 42
U. S. C. 5701 et seq.), the Head Start Act

42 U. S. C. 9831 et seq.), subtitle N of the

Violence Against Women Act of 1994 ( 42
U. S. C. 14043e et seq.), section 330 of the

Public Health Service Act ( 42 U. S. C. 
254b), the Food and Nutrition Act of
2008 ( 7 U.S. C. 2011 et seq.), section 17 of

the Child Nutrition Act of 1966 ( 42
U. S. C. 1786), or subtitle B of title VII of
the MoKinney -Vento Homeless Assist- 
ance Act (42 U.S. C. 11431 et seq.), as ap- 

plicable; 

ii) For paragraph ( 3)( 11) of the home- 
less definition in § 576. 2, referral by a
housing or service provider, written ob- 
servation by an outreach worker, or
certification by the homeless indi- 
vidual or head of household seeking as- 

sistanoe; 

iii) For paragraph ( 3)( iii) of the

homeless definition in § 676. 2, certifi- 

cation by the individual or head of
household and any available supporting
documentation that the individual or

family moved two or more times dur- 
ing the 60-day period immediately pre- 
ceding the date of application for
homeless assistance, including: re- 

corded statements or records obtained

from each owner or renter of housing, 
provider of shelter or housing, or social
worker, case worker, or other appro- 

priate official of a hospital or Wstitu- 
tion in which the individual or family
resided; or, where these statements or
records are unobtainable, a written

record of the intake worker' s due dili- 
gence in attempting to obtain these
statements or records. Where a move
was due to the individual or family
fleeing domestic violence, dating vio- 
lence, sexual assault, or stalking, then
the intake worker may alternatively
obtain a written certification from the
individual or head of household seeking
assistance that they were fleeing that
situation and that they resided at that
address; and

iv) For paragraph ( 3)( iv) of the

homeless definition in § 576.2, written
diagnosis from a professional who is li- 
oensed by the state to diagnose and
treat that condition (or intake staff -re- 
corded observation of disability that
within 45 days of date of the applica- 
tion for assistance is confirmed by a
professional who is licensed by the
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state to diagnose and treat that condi-
tion); employment records: department
of oorreotions records; literaoy,
English profioienoy tests; 01' other rea-
sonable dooumentation of the condi-
tions required under paragraph (S)(iv)
of the homeless definition.

(5) If the individual or family quali-
fies under paragraph (4) of the home-
less definition in §576.2,because the in-
dividual or family is fleeing domestio
violence, dating violence, sexual as-
sault, stalking, or other dangerous or
Hfe-threatening oonditions related to
violence, then aooeptable evidence in-
cludes an oral statement by the indi-
vidual or head of household seeking as-
sistance that they are fleeing that situ-
ation, that no subsequent residence has
been identified and that they laok the
resouroes or support networks, e.g.,
family, friends, faith-based or other so-
cial networks, needed to obtain other
housing. If the individual or family is
reeeivmg shelter or services provided
by a viotim service provider, the oral
statement must be dooumented by ei-
ther a oertification by the individual 01'
head of household; or a oertifioation by
the intake worker. Otherwise, the oral
statement that the individual or head
of household seeking assistance has not
identified a subsequent residence and
laoks the resources or support net-
works, e.g., family, friends, faith-based
01' other social networks, needed to ob-
tain housing must be documented by a
oertifioation by the individual or head
of household that the oral statement is
true and oomplete, and, where the safe-
ty of the individual or family would
not be jeopardized, the domestic vio-
lenoe, dating violence, sexual assault,
stalking, or other dangerous or Iifo-
threatening oondition must be verified
by a written observation by the intake
worker or a written referral by a hous-
ing or servioe provider, social worker,
legal assiatance provider, health-care
provider, law enforoement agency,
legal assistance provider, pastoral
counselor, or any other organization
from whom the individual or head of
household has sought assistanoe for do-
mestdo violence, dating violence, sex-
ual assault, or stalking. The written
referral or observation need only in-
elude the minimum amount of infor-
mation neoessary to dooument that the

24 CFR Ch. V (4-1-15 Edition)

individual or family is fleeing, or at-
tempting to flee domestio violence,
dating violence, sexual assault, and
stalking.

(0) At risk oj homeiessness status. For
each individual or family who receives
Emergenoy Solutions Grant (ESG)
homelessness prevention assistanoe,
the records must include the evidenoe
relied upon to establish and verify the
individual or family's "at risk of home-
Iessnosa" status. This evidenoe must
include an intake and oertifioation
form that meets HUD speoifioations
and is completed by the reoipient or
subreoipient. The evidence must also
include:

(1) If the program partioipant meets
the oriteria under paragraph (1) of the
"at risk of homelessness" definition in
§576.2:

(1) The documontatton speoified
under this section for determining an-
nual inoome;

(11)The program partioipant's certdfi-
oation on a form speoified by HUD that
the program parbioipant has insuffi-
oient finanoial resources and support
networks; e.a., family, friends, faith-
based or other social networks, imme-
diately available to attain housing sta-
bility and meets one or more of the
oonditions under paragraph (l)(iii) of
the definition of "at risk of homeless-
ness" in §576.2;

(iii) The most reliable evidenoe avail-
able to show that the program partdoi-
pant does not have suffioient resources
or support networks; e.a., family,
friends, faith-based or other sooial net-
works, immediately available to pre-
vent them from moving to an emer-
gency shelter or another place de-
scribed in paragraph (1) of the "home-
less" definition. Acceptable evidenoe
inoludes:

(A) Souroe documents (e.g., notice of
termination from employment, unem-
ployment compensatdon statement,
bank statement, health-care bill show-
ing arrears, utility bill showing ar-
rears);

(B) To the extent that source doou-
ments are unobtatnable, a written
statement by the relevant third party
«o., former employer, publio adminis-
trator, relative) 01' the written oertif1-
cation by the recipient's or subrecipi-
enb's intake staff of the oral
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state to diagnose and treat that condi- 
tion); employment records; department
of corrections records; literacy, 
English proficiency tests; or other rea- 
sonable documentation of the condi- 
tions required under paragraph ( S)( iv) 

of the homeless definition. 
6) If the individual or family quali- 

fies under paragraph ( 4) of the home- 
less definition in §676.2, because the in- 

dividual or family is fleeing domestic
violence, dating violence, sexual as- 
sault, stalking, or other dangerous or
life- threatening conditions related to
violence, then acceptable evidence in- 
cludes an oral statement by the indi- 
vidual or head of household seeking as- 
sistance that they are fleeing that situ- 
ation, that no subsequent residence has

been identified and that they lack the
resources or support networks, e. g., 

family, friends, faith -based or other so- 
cial networks, needed to obtain other

housing. If the individual or family is
receiving shelter or services provided
by a victim service provider, the oral
statement must be documented by ei- 
ther a certification by the individual or
head of household; or a certification by
the intake worker. Otherwise, the oral
statement that the individual or head

of household seeking assistance has not
identified a subsequent residence and

lacks the resources or support net- 

works, e. g., family, friends, faith -based
or other social networks, needed to ob- 

tain housing must be documented by a
certification by the individual or head
of household that the oral statement is
true and complete, and, where the safe- 

ty of the individual or family would
not be jeopardized, the domestic vio- 
lence, dating violence, sexual assault, 
stalking, or other dangerous or life - 
threatening condition must be verified
by a written observation by the intake
worker or a written referral by a hous- 
ing or service provider, social worker, 
legal assistance provider, health -care
provider, law enforcement agency, 
legal assistance provider, pastoral

counselor, or any other organization
from whom the individual or head of
household has sought assistance for do- 
mestio violence, dating violence, sex- 
ual assault, or stalking. The written
referral or observation need only in- 
clude the minimum amount of infor- 
mation necessary to document that the

24 CFR Ch. V ( 4 -1 - 15 Edition) 

individual or family is fleeing, or at- 
tempting to flee domestic violence, 
dating violence, sexual assault, and
stalking. 

c) At risk of homelessness status. For
each individual or family who receives
Emergency Solutions Grant ( ESG) 

homelessness prevention assistance, 

the records must include the evidence

relied upon to establish and verify the
individual or family' s " at risk of home- 
lessness" status, This evidence must

include an intake and certification

form that meets HUD specifications

and is completed by the recipient or
subrecipient. The evidence must also

include: 

1) If the program participant meets
the criteria under paragraph ( 1) of the
at risk of homelessness" definition in
576. 2: 

i) The documentation specified

under this section for determining an- 
nual income; 

ii) The program participant' s certifi- 

cation on a form specified by HUD that
the program participant has insuffi- 
cient financial resources and support

networks; e. g., family, friends, faith - 
based or other social networks, imme- 

diately available to attain housing sta- 
bility and meets one or more of the
conditions under paragraph ( 1)( iii) of
the definition of " at risk of homeless- 
ness" in §676. 2; 

iii) The most reliable evidence avail- 

able to show that the program partici- 
pant does not have sufficient resources
or support networks; e. g., family, 
friends, faith -based or other social net- 

works, immediately available to pre- 
vent them from moving to an emer- 
gency shelter or another place de- 
scribed in paragraph ( 1) of the " home- 
less" definition. Acceptable evidence

includes: 

A) Source documents ( e. g., notice of
termination from employment, unem- 

ployment compensation statement, 

bank statement, health -care bill show- 

ing arrears, utility bill showing ar- 
rears); 

B) To the extent that source docu- 
ments are unobtainable, a written

statement by the relevant third party
e. g,, former employer, public adminis- 
trator, relative) or the written certifi- 

cation by the recipient' s or subrecipi- 
ent' s intake staff of the oral
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verlficatdon by the relevanb third party
that the applioant meets one or both of
the oriteria under paragraph (1)(11) of
the definition of "at risk of homeless-
ness" in §576.2;or

(C) To the extent that source doou-
ments and third-party verifioation are
unobtainable, a written statement by
the reoipient's or subreoipient's intake
staff desoribing the efforts taken to ob-
tain the required evidenoe; and

(iv) The most reliable evidence avail-
able to show that the program partici-
pant meets one or more of the condi-
tions under paragraph (1)(iii) of the
definition of "at risk of homelessness"
in §576.2.Acceptable evidence inoludes:

(A) Souroe doouments that evidence
one or more of the conditions under
paragraph (1)(i11)of the definition (e.g.,
eviotion notioe, notice of termination
from employment, bank statement);

(B) To the extent that source doou-
ments are unobtainable, a written
statement by the relevant third party
(e.g., former employer, owner, primary
leaseholder, public administrator,
hotel 01' motel manager) or the written
oertifioation by the reoipient's 01' sub-
reoipient's intake staff of the oral
verifioation by the relevant third party
that the applicant meets one or more
of the oriteria under paragraph (1)(11i)
of the definition of "at risk of home-
lessness"; or

(C) To the extent that source docu-
ments and third-party verification are
unobtainable, a written statement by
the recipient's or subreoipient's intake
staff that the staff person has visited
the appliClLnt's residence and deter-
mined that the applioant meets one or
more of the criteria under paragraph
(1)(iii) of the definition or, if a visit is
not praoticable or relevant to the de-
termination, a written statement by
the recipient's or subreotplenti's intake
staff desoribing the efforts taken to ob-
tain the required evidenoe; or

(2) If the program partioipant meets
the criteria under paragraph (2) or (3)
of the "at risk of homelessness" defini-
tion in §576.2,oertification of the child
or youth's homeless status by the agen-
oy or organization responsible for ad-
ministering asetstance under the Run-
away and Homeless youth Act (42
U.S.C. 5701at seq.), the Head Start Aot
(42U.S.C. 9831et seq.), subtitle N of the

vrolence Against Women Aot of 1994(42
U.S.C. 14043eet seq.), seotion 330 of the
Publio Health Service Act (42 U.S.C.
2Mb), the Food and Nutrition Act of
2008(7 U.S.C. 2011et seq.), seotion 17 of
the Child Nutrition Aot of 1966 (42
U.S.C. 1786)or subtitle B of title VII of
the McKinney-Vento Homeless Assist-
ance Aot (42 U.S.C. li481 et seq.), as ap-
plicable.

(d) Detenninations of ineligibility. For
each individual and family determined
ineligible to reoeive Emergenoy Solu-
tions Grant (ESG) assistance, the
record must include documentation of
the reason for that determination.

(e) Annual income. For eaoh program
partiOipant who receives homelessneas
prevention assistance, or who reoeives
rapid re-housing assistance longer than
one year, the following dooumentation
of annual income must be maintained:

(1) Inoome evaluation form con-
taining the minimum requirements
speoified by HUD and completed by the
recipient or suhrecipient; and

(2) Source doouments for the assets
held by the program parttcrpant and
income received over the most reoent
period for which representative data is
available before the date of the evalua-
tion te-s., wage statement, unemploy-
ment comnensatton statement, publio
benefits statement, bank statement);

(3) To the extent that source docu-
ments are unobtainable, a' written
statement by the relevant third party
(e.g., employer, government benefits'
administrator) 01' the written certifi-
oatton by the recipient's or subreoipi-
ent's intake staff of the oral
verification by the relevant third party
of the income the program partioipant
received over the most reoent period
for which representative data is avail-
able; or

(4) To the extent that source docu-
ments and third partyverif1oation are
unobtainable, the written oertifioation
by the program parttclpant of the
amount of income the program parbtci-
pant received for the most recent pe-
riod representative of the income that
the program partioipant is reasonably
expected to receive over the a-month
period following the evaluation.

(f) Program participant records. In ad-
dition to evidenoe of homeless status
or "at risk of homelessness" statue, as
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verification by the relevant third party
that the applicant meets one or both of
the criteria under paragraph ( 1)( h) of
the definition of " at risk of homeless- 
ness" in §576. 2; or

C) To the extent that source docu- 
ments and third -party verification are
unobtainable, a written statement by
the recipient' s or subrecipient' s intake
staff describing the efforts taken to ob- 
tain the required evidence; and

iv) The most reliable evidence avail- 

able to show that the program partici- 
pant meets one or more of the condi- 
tions under paragraph ( 1)( iii) of the
definition of " at risk of homelessness" 
in §576. 2. Acceptable evidence includes: 

A) Source documents that evidence
one or more of the conditions under
paragraph ( 1)( 111) of the definition (e. g., 
eviction notice, notice of termination

from employment, bank statement); 
B) To the extent that source docu- 

ments are unobtainable, a written

statement by the relevant third party
e. g,, former employer, owner, primary

leaseholder, public administrator, 

hotel or motel manager) or the written
certification by the recipient' s or sub - 
recipient' s intake staff of the oral
verification by the relevant third party
that the applicant meets one or more

of the criteria under paragraph ( 1)( iii) 
of the definition of " at risk of home- 
lessness"; or

C) To the extent that source docu- 
ments and third -party verification are
unobtainable, a written statement by
the recipient' s or subreeipient' s intake
staff that the staff person has visited
the applicant' s residence and deter- 
mined that the applicant meets one or

more of the criteria under paragraph

1)( iii) of the definition or, if a visit is
not practicable or relevant to the de- 
termination, a written statement by
the recipient' s or subrecipient' s intake
staff describing the efforts taken to ob- 
tain the required evidence; or

2) If the program participant meets

the criteria under paragraph ( 2) or ( 3) 
of the " at risk of homelessness" defini- 
tion in §576. 2, certification of the child
or youth' s homeless status by the agen- 
cy or organization responsible for ad- 
ministering assistance under the Run- 
away and Homeless Youth Act ( 42

U.S. C. 5701 et seq.), the Head Start Act

42 U.S. C. 9831 et seq.), subtitle N of the

Violence Against Women Act of 1994 ( 42
U, S. C. 14043e et seq.), section 330 of the

Public Health Service Act ( 42 U.S. C. 
254b), the Food, and Nutrition Act of

2008 ( 7 U. S. C. 2011 et seq,), section 17 of

the Child Nutrition Act of 1966 ( 42
U. S. C. 1786) or subtitle B of title VII of
the McKinney- Vento, Homeless Assist- 
ance Act (42 U. S. C. 11431 et seq.), as ap- 

plicable. 

d) Determinations of ineligibility. For
each individual and family determined
ineligible to receive Emergency Solu- 
tions Grant ( ESG) assistance, the

record must include documentation of
the reason for that determination. 

e) Annual income, For each program
participant who receives homelessness
prevention assistance, or who receives

rapid re- housing assistance longer than
one year, the following documentation
of annual income must be maintained: 

1) Income evaluation form con- 
taining the minimum requirements
specified by HUD and completed by the
reofplent or subrecipient; and

2) Source documents for the assets
held by the program participant and
income received over the most recent
period for which representative data is
available before the date of the evalua- 
tion ( e, g„ wage statement, unemploy- 
ment compensation statement, public

benefits statement, bank statement); 
3) To the extent that source docu- 

ments are unobtainable, a written

statement by the relevant third party, 
e. g., employer, government benefits

administrator) or the written certifi- 

cation by the recipient' s or subrecipi- 
ent' s intake staff of the oral

verification by the relevant third party
of the income the program participant
received over the most recent period
for which representative data is avail- 
able; or

4) To the extent that source docu- 
ments and third party verification are
unobtainable, the written certification

by the program participant of the
amount of income the program partioi- 

pant received for the most recent pe- 

riod representative of the income that
the program participant is reasonably
expected to receive over the 3 -month
period following the evaluation, 

f) Program participant records. In ad- 
dition to evidence of homeless status
or " at risk of homelessness" status, as
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applicable, records must be kept for
each program participant that docu-
ment:

(1) The services and assistance pro-
vided to that program participant, in-
cluding, as applicable, the security de-
posit, rental assistance, and utility
payments made on behalf of the pro-
gram participant;

(2) Compliance with the applicable
requirements for providing servioes and
assistance to that program participant
under the program components and eli-
gible activities provisions at § 576.101
through §576.106,the proviston on de-
termining eligib111ty and amount and
type of assistance at §576.401(a)and (b),
and the provision on using appropriate
assistance and services at §576.401(d)
and (e); and

(3) Where applioable, compliance
with the termination of assistanoe re-
quirement in §576.402.

(g) Centralized or coordinated assess-
ment systems and procedures. The recipi-
ent and its subrecipients must keep
dooumentation evidencing the use of,
and written intake procedures for, the
centralized or coordinated assessment
system(s) developed by the Continuum
of Care(s) in accordance with the re-
quirements established by HUD.
(h) Rental assistomce agreements and

payments. The records must include
copies of all leases and rental assist-
anoe agreements for the provision of
rental assistance, documentation of
payments made to owners for the pro-
vision of rental assistance, and sup-
porting documentation for these pay-
ments, including dates of occupancy by
program parttcipante.

(i) Utility allowance. The records must
document the monthly allowance for
utilities (excluding telephone) used to
determine compliance with the rent re-
striction.
(j) Shelter and housing standards. The

records must include documentation of
compliance with the shelter and hous-
ing standards in §576.403,including in-
spection reports.
(k) Emergency shelter facilities. The re-

oipient must keep records of the emer-
gency shel tel's assisted under the ESG
program, including the amount and
type of assistance provided to each
emergency shelter. As appltoable, the
recipienb's records must also include

24 CFRCh. V (4-1-15 Edilion)

documentation of the value of the
building before the rehabilitation of an
existing emergency shelter or after the
oonversion of a building into an emer-
gency shelter and copies of the re-
corded deed or use restrictions.

(1) Services and assistance provided.
The recipient must keep records of the
types of essential services, rental as-
sistance, and houaing stabilization and
relocation services provided under the
recipient's program and the amounts
spent on these services and assistance.
The recipient and its subreciplents
that are units of general purpose local
government must keep records to dem-
onstrate compliance with the mainte-
nance of effort requirement, including
records of the unit of the general pur-
pose local government's annual budg-
ets and sources of funding for street
outreach and emergency shelter serv-
ices.
(m) Coordination with Continuum(s) of

Care and other programs. The recipient
and its subrecipients must dooument
their compliance with the require-
ments of §576.400for consulting with
the Oontlnuum(s) of Care and coordi-
nating and integrating ESG assistance
with programs targeted toward home-
less people and mainstream service and
asaietanoe programs.

(n) HMIS. The recipient must keep
records of the participation in HMIS or
a comparable database by all projeots
of the recipient and its subreotptents.

(0) Matching. The recipient must
keep records of the source and use of
contributions' made to satisfy the
matching requirement in §576.201.The
records must Indicate the particular
fiscal year grant for which each match-
ing contribution is counted. The
records must show how the value
placed on third-party, noncash con-
tributions was derived. To the extent
feasible, volunteer services must be
supported by the same methods that
the organization uses to support the al-
location of regular personnel costs.

(p) Conflicts of interest. The recipient
and its subrecipients must keep records
to show compliance with the organiza-
tional conflicts-of-interest require-
ments in §576.404(a),a COpyof the per-
sonal conflicts of interest policy or
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applicable, records must be kept for
each program participant that docu- 
ment: 

1) The services and assistance pro- 

vided to that program participant, in- 

cluding, as applicable, the security de- 
posit, rental assistance, and utility

payments made on behalf of the pro- 

gram participant: 

2) Compliance with the applicable

requirements for providing services and
assistance to that program participant
under the program components and eli- 

gible activities provisions at § 576. 101
through § 876. 106, the provision on de- 

termining eligibility and amount and
type of assistance at §676. 401( a) and (b), 

and the provision on using appropriate
assistance and services at § 576. 401( d) 

and (e); and

3) Where applicable, compliance

with the termination of assistance re- 
quirement in §576. 402. 

g) Centralized or coordinated assess- 
ment systems and procedures. The recipi- 
ent and its subrecipients must keep
documentation evidencing the use of, 
and written intake procedures for, the
centralized or coordinated assessment

system( s) developed by the Continuum
of Care(s) in accordance with the re- 
quirements established by HUD, 

h) Rental assistance agreements and

payments. The records must include

copies of all leases and rental assist - 

anoe agreements for the provision of

rental assistance, documentation of

Payments made to owners for the pro- 
vision of rental assistance, and sup- 

porting documentation for these pay- 
ments, including dates of occupancy by
program participants. 

i) Utility allowance. The records must
document the monthly allowance for
utilities ( excluding telephone) used to
determine compliance with the rent re- 
striction. 

j) Shelter and housing standards. The
records must include documentation of

compliance with the shelter and hous- 

ing standards in §576. 403, including in- 
spection reports. 

k) Emergency shelter facilities. The re- 
cipient must keep records of the emer- 
gency shelters assisted under the ESG
program, including the amount and
type of assistance provided to each

emergency shelter, As applicable, the
recipient' s records must also include

24 CFR Ch. V ( 4 - 1 - 15 Edition) 

documentation of the value of the

building before the rehabilitation of an
existing emergency shelter or after the
conversion of a building into an emer- 
gency shelter and copies of the re- 
corded deed or use restrictions. 

1) Services and assistance provided, 

The recipient must keep records of the
types of essential services, rental as- 

sistance, and housing stabilization and
relocation services provided under the

recipient' s program and the amounts

spent on these services and assistance. 

The recipient and its subreoipients
that are units of general purpose local

government must keep records to dem- 
onstrate compliance with the mainte- 

nance of effort requirement, including
records of the unit of the general pur- 

pose local government' s annual budg- 
ets and sources of funding for street
outreach and emergency shelter serv- 

ices. 

m) Coordination with Continuum( s) of
Care and other programs, The recipient

and its subrecipients must document
their compliance with the require- 

ments of § 576. 400 for consulting with
the Continuum(s) of Care and coordi- 
nating and integrating ESG assistance
with programs targeted toward home- 

less people and mainstream service and

assistance programs. 

n) HMIS. The recipient must keep
records of the participation in HMIS or

a comparable database by all projects
of the recipient and its subrecipients. 

o) Matching, The recipient must
keep records of the source and use of
contributions ' made to satisfy the
matching requirement in § 676, 201. The
records must indicate the particular

fiscal year grant for which each match- 

ing contribution is counted. The

records must show how the value
placed on third - party, nonoash con- 
tributions was derived. To the extent
feasible, volunteer services must be

supported by the same methods that
the organization uses to support the al- 
location of regular personnel costs. 

p) Conflicts of interest. The recipient
and its subrecipients must keep records
to show compliance with the organiza- 
tional conflicts -of- interest require- 

ments in § 576. 404( a), a copy of the per- 
sonal conflicts of interest policy or

210

ATTACHM NT ... ®.a ®........... 

PAGE __,'` A._., OF .._ ®.' L PAGES



Ole. of Asst. sscv., Comm. Planning, Develop., HUD §576.500

codes of conduct developed and imple-
mented to comply with the require-
ments in § 576.404(b), and records sup-
porting exoeptions to the personal con-
flicts of interest prohibitions.

(q) Homeless participation. 'l;',herecipi-
ent must document its compliance
with the homeless participation re-
quirements under § 576.405.

(1') Faith-based activities. The. reotpt-
ent and its subreoipients must docu-
ment their compl1anoe with the faith-
based aotivities requirements under
§576.406.

(s) Other Federal req1tirements. The re-
eiptent and its subrecipients must doc-
ument their compliance with the Fed-
eral requirements in §576.407,as appli-
cable. including:

(1) Records demonstrating compli-
ance with the nondiscrimination and
equal opportunity.requirements under
§576.407(a), inoluding data concerning.
race, ethntcitv, disability status. sex,
and family characteristics of persons
and households who are applioants for.
or program partioipants in, any pro-
gram or activity funded in whole or in
part with ESG funds and the affirma-
tive outreach requirements in
§ 576.407(b).

(2) Records demonstrating compli-
ance with the uniform administrative
requirements in 24 CFR part 85 (for
governments) and 24 CFR part 84 (for
nonprofit organizations).

(3) Reoords demonstratans oomph-
ance with the environmental review re-
quirements. including flood insurance
requirements.

(4) Certifioations and disclosure
forms required under the lobbying and
disclosure requirements in 24 CFR part
87.

(t) Relocation. The records must in-
clude dooumentation of oompltance
with the displacement, relocation, and
acquisition requirements in §576.40B.

(u) Financial records. (1) The recipient
must retain supporting dooumentation
for all costs charged to the ESG grant.

(2) The recipient and its subrecipt-
ents must keep dooumentation showing
that ESG grant fundS were spent on al-
lowable oosts in acoordanoe with the
requirements for el1gible activities
under § 576.101-§576.109 and the oost
principles in OMB Oirculars A-87 (2

CFR part 225) and A-122 (2 CFR part
230).

(3) The reoipient and its subreoipi-
ents must retain records of the receipt
and use of program income.

(4) The recipient must keep docu-
mentation of complianoe with the ex-
penditure limits in §676.100and the ex-
penditure deadline in §576.203.

(v) Subrecipients and contractors. (1)
The reoipient must retain oopies of all
solicitations of and agreements with
subreoipients, records of all payment
requests by and dates of payments
made to subrectptents, and documenta-
tion of all monitoring and sanctd ons of
subrectpients, as applicable. If the re-
cipient is a State, the recipient must
keep records of each reoapture and dis-
tribution of recaptured funds under
§576.501.

(2) The recipient and its subreotpt-
ents must retain copies of all procure-
ment contracts and dooumentation of
oomplianoe with the proourement re-
quirements in 24 CFR 86.36 and 24 CFR
84.40-84.4B.

(3) The reoipient must ensure that its
subreoipients comply with the record-
keeping requirements specified by the
recipient and HUD notice 01' regula-
tions.

(w) Other records specified by HUD.
The reoipient must keep other records
specified by HOD.

(x) Confidentiality. (1) The recipient
and its subreciplente must develop and
implement written procedures to en-
sure:

(1) All recorda oontaining personally
identifying information (as defined in
HUD's standards for participation, data
oollection, and reporting in a looal
HMIS) of any individual or family who
applies for and/or receives ESG assist-
anoe will be kept secure and oonfiden-
tial;

(11)The address 01' location of any do-
mestio violence, dating violence, sex-
ual assault, or stalking shelter project
assisted under the ESG will not be
made publio, except with written au-
thorization of the person responsible
for the operation of the shelter; and

(iii) The address 01' looation of any
housing of a program partioipant will
not be made public. except as provided
under a preexisting privaoy polioy of
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codes of conduct developed and imple- 
mented to comply with the require- 
ments in § 576. 404( b), and records sup- 

porting exceptions to the personal con- 
flicts of interest prohibitions. 

q) Homeless participation. The recipi- 
ent must document its compliance
with the homeless participation re- 
quirements under § 576. 405. 

r) Faith -based activities. The recipi- 
ent and its subreoipients must docu- 
ment their compliance with the faith - 
based activities requirements under

576. 406. 

s) Other Federal requirements. The re- 
eipient and its subrecipients must doc- 
ument their compliance with the Fed- 
eral requirements in §576. 407, as appli- 
cable, including: 

1) Records demonstrating compli- 
ance with the nondiscrimination and
equal opportunity .requirements under

576, 407( a), including data concerning. 
race, ethnicity, disability status, sex, 
and family characteristics of persons
and households who are applicants for, 
or program participants in, any pro- 
gram or activity funded in whole or in
part with ESG funds and the affirma- 
tive outreach requirements in

576. 407( b). 
2) Records demonstrating compli- 

ance with the uniform administrative
requirements in 24 CFR part 85 ( for
governments) and 24 CFR part 04 ( for
nonprofit organizations). 

3) Records demonstrating compli- 
ance with the environmental review re- 
quirements, including flood insurance
requirements. 

4) Certifications and disclosure

forms required under the lobbying and
disclosure requirements in 24 CFR part
87. 

t) Relocation. The records must in- 
clude documentation of compliance

with the displacement, relocation, and
acquisition requirements in § 576. 408. 

u) Financial records. ( 1) The recipient
must retain supporting documentation
for all costs charged to the ESG grant. 

2) The recipient and its subrecipi- 
ents must keep documentation showing
that ESG grant funds were spent on al- 
lowable costs in accordance with the
requirements for eligible activities

under § 576, 101-§ 576. 109 and the cost
principles in OMB Circulars A- 87 ( 2

676.500

CFR part 225) and A -122 ( 2 CFR part
230). 

3) The recipient and its subrecipi- 
ents must retain records of the receipt
and use of program income. 

4) The recipient must keep docu- 
mentation of compliance with the ex- 
penditure limits in §676. 100 and the ex- 
penditure deadline in §576. 203. 

v) Subrecipients and contractors. ( 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 documenta- 
tion of all monitoring and sanctions of
subrecipients, as applicable. If the re- 
cipient is a State, the recipient must

keep records of each recapture and dis- 
tribution of recaptured funds under

576. 501, 

2) The recipient and its subrecipi- 
ents must retain copies of all procure- 
ment contracts and documentation of
compliance with the procurement re- 

quirements in 24 CPR 85. 36 and 24 CPR
84. 40- 84. 48. 

3) The recipient must ensure that its
subrecipients comply with the record - 
keeping requirements specified by the
recipient and HUD notice or regula- 
tions. 

w) Other records specified by HUD. 
The recipient must keep other records
specified by HUD. 

x) Confidentiality. ( 1) The recipient

and its subrecipients must develop and
implement written procedures to en- 
sure: 

i) All records containing personally

identifying information ( as defined in
HUD' s standards for participation, data
collection, and reporting in a local
HMIS) of any individual or family who
applies for and/or receives ESG assist- 
ance will be kept secure and confiden- 
tial; 

ii) The address or location of any do- 
mestic violence, dating violence, sex- 
ual assault, or stalking shelter project
assisted under the ESG will not be
made public, except with written au- 
thorization of the person responsible

for the operation of the shelter; and
iii) 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
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the recipient or subreotptent and con-
sistent with state and local laws re-
garding privacy and obligations of con-
fidentiality.
(2) The confidentiality procedures of

the recipient and its subreoiptenta
must be in writing and must be main-
tained in accordance with this section.
(y) Period of record retention. All

records pertaining to each fisoal year
of ESG funds must be retained for the
greater of 5 years 01' the period speci-
fied below. Copies made by micro-
filming, photooopying, 01' similar
methods may be substituted for the
original records,

(1) Documentation of each program
participant's qualification as a family
01' individual at risk of homelessness or
as a homeless family 01' individual and
other program participant records
must bt:jretained for 5 years after the
expenditure of all funds from the grant
under which the program participant
was served;
(2)Where ESG funds are used for the

renovation of an emergency shelter in-
volves costs charged to the ESG grant
that exceed 75 percent of the value of
the building before renovation, records
must be retained until 10 years after
the date that ESG funds are first obli-
gated for the renovation; and
(3)Where ESG funds are used to con-

vert a building into an emergency shel-
ter and the costs charged to the ESG
grant for the conversion exceed 75 per-
cent of the value of the building after
conversion, records must be retained
until 10 years after the date that ESG
funds are first obligated for the conver-
sian,
(z) Access to records, (1) Federal govern-

ment rights, Notwithstanding the con-
fidentiality procedures established
under paragraph (w) of this section,
HUD, the HUD Offioe of the Inspeotor
General, and the Comptroller General
of the United States, or any of their
authorized representatives, must have
the right of aocess to all books, docu-
ments, papers, or other records of the
recipient and its subreclpients that are
pertinent to the ESG grant, in order to
make audits, examinations, excerpts,
and bransoripts, These rights of access
are not limited to the required reten-
tion period but last as long as the
records are retained,

24 CFRen, V (4-1-15 Edition)

(2) Public rights, The reciptent must
provide oitizens, public agencies, and
other interested parties with reason-
able access (consistent with state and
local laws regarding privaoy and obli-
gations of confidentiality and tbe con-
fidentiality requirements in this part)
to records regarding any uses of ESG
funds the recipient received during the
preoeding 5 yell.l's,

(aa) Reports, The reoipient must col-
lect and report data on its use of ESG
funds in the Integrated Disbursement
and Information System (IDIS) and
other reporting systems, as speoified
by HUD, The recipient must also corn-
ply with the reporting requirements in
24 CFR parts 85 and 91 and the report-
ing requirements under the Federal
Funding Aooountability and Trans-
parenoy Act of 2006, (31 U.S,C, 6101
note), whioh are set forth in appendix
A to 2 CFR part 170,

§576.501 EDfo~eement.
(a) Performance reviews.
(1) HUn will review the performance

of each recipient in oarrYing out its re-
sponsibilities under this part. whenever
determined necessary by HUD, but at
least annually, In conducting perform-
anoe reviews, HUD will rely primarily
on information obtained from the
records and reports from the recipient
and, when appropriate, its aubrecipi-
onts, as well as information from on-
site monitoring, audit reports, and in-
formation from IDIS and HMIS, Where
appltoable, HUDmay also consider re1-
evant information pertaining to the re-
omtent's performance gained from
other sources, Including citizen com-
ments, complaint determinations, and
litigation, Reviews to determine com-
pliance with specifio requirements of
this part will be conducted as neo-
eesary, with 01' without prior notioe to
the reclptent.
(2) If HUn determines preliminarily

that the recipient or one of its sub-
reoipients has not complied with an
ESG program requirement, Hun will
give the recipient notice of this deter-
mination and an opportunity to dem-
onstrate, within the time prescribed by
HUD and on the basis of substantial
faots and data, that the reoipient has
complied with Emergenoy Solutions
Grant (ESG) requirements, Hun may
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the recipient or subreeipient and con- 

sistent with state and local laws re- 
garding privacy and obligations of con- 
fidentiality. 

2) The confidentiality procedures of
the recipient and its subreciplents

must be in writing and must be main- 
tained in accordance with this section. 

y) Period of record retention. All
records pertaining to each fiscal year
of ESG funds must be retained for the
greater of 5 years or the period speci- 

fied below. Copies made by micro- 
filming, photocopying, or similar

methods may be substituted for the
original records. 

1) Documentation of each program

participant' s qualification as a family
or individual at risk of homelessness or

as a homeless family or individual and
other program participant records

must bq retained for 5 years after the
expenditure of all funds from the grant
under which the program participant

was served; 

2) Where ESG funds are used for the

renovation of an emergency shelter in- 
volves costs charged to the ESG grant
that exceed 75 percent of the value of

the building before renovation, records
must be retained until 10 years after
the date that ESG funds are first obli- 
gated for the renovation; and

3) Where ESG funds are used to con- 

vert a building into an emergency shel- 
ter and the costs charged to the ESG
grant for the conversion exceed 75 per- 
cent of the value of the building after
conversion, records must be retained
until 10 years after the date that ESG
funds are first obligated for the conver- 
sion, 

z) Access to records. ( 1) Federal govern- 

ment rights. Notwithstanding the con- 
fidentiality procedures established

under paragraph ( w) of this section, 
HUD, the HUD Office 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, docu- 
ments, papers, or other records of the
recipient and its subrecipients that are
pertinent to the ESG grant, in order to
make audits, examinations, excerpts, 

and transcripts. These rights of access

are not limited to the required reten- 
tion period but last as long as the
records are retained. 

24 CFR Ch. V (4 - 1 - 15 Edition) 

2) Public rights. The recipient must
provide citizens, public agencies, and

other interested parties with reason- 

able access ( consistent with state and

local laws regarding privacy and obli- 
gations of confidentiality and the con - 
fidentiality requirements in this part) 
to records regarding any uses of ESG
funds the recipient received during the
preceding 5 years. 

aa) Reports. The recipient must col- 
lect and report data on its use of ESG
funds in the Integrated Disbursement
and Information System ( IRIS) and

other reporting systems, as specified
by HUD. The recipient must also com- 
ply with the reporting requirements in
24 CFR parts 85 and 91 and the report- 

ing requirements under the Federal
Funding Accountability and Trans- 
parency Act of 2006, ( 31 U. S. C. 6101

note), which are set forth in appendix
A to 2 CFR part 170. 

576.501 Enforeement. 

a) Performance reviews, 

1) HUD will review the performance

of each recipient in carrying out its re- 
sponsibilities under' this part whenever

determined necessary by HUD, but at
least annually. In conducting perform- 
ance reviews, HUD will rely primarily
on information obtained from the
records and reports from the recipient
and, when appropriate, its subrecipi- 
ents, as well as information from on- 

site monitoring, audit reports, and in- 
formation from IDIS and HMIS. Where

applicable, HUD may also consider rel- 
evant information pertaining to the re- 
cipient' s performance gained from
other sources, including citizen com- 
ments, complaint determinations, and
litigation. Reviews to determine com- 

pliance with specific requirements of

this part will be conducted as nec- 
essary, with or without prior notice to
the recipient. 

2) If HUD determines preliminarily
that the recipient or one of its sub- 
recipients has not complied with an
ESG program requirement, HUD will

give the recipient notice of this deter- 
mination and an opportunity to dem- 
onstrate, within the time prescribed by
HUD and on the basis of substantial
facts and data, that the recipient has
complied with Emergency Solutions
Grant ( ESG) requirements. HUD may
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change the method of payment to re-
quire the recipient to obtain HUD's
prior approval each time the recipient
draws down Emergency Solutions
Grant (ESG) funds. To obtain prior ap-
proval, the recipient may be required
to manually submit its payment re-
quests and supporting documentation
to HUD in order to show that the funds
to be drawn down will be expended on
eligible aotivities in accordance with
all ESG program requirements.

(3) If the reotptenu fails to dem-
onstrate to HUD's satisfaotion that the
activities were carried out in compli-
ance with mSG program requirements,
HUD will take one or more of the reme-
dial actions or sanctions specified in
paragraph (b) of this section.

(b) Remedial actions and sanctions. Re-
medial actions and sanctions for a fail-
ure to meet an ESG program require-
ment will be designed to prevent a con-
tinuation of the defioienoYi mitigate,
to the extent possible, its adverse ef-
feots or consequences; and prevent its
recurrence.

(1) HUD may instruct the recipient to
submit and comply with proposals for
action to correct, mitigate, and pre-
vent noncomplianoe with ESG require-
ments. inoluding:

(i) Preparing and following a sohed-
ule of actions for oarrying out activi-
ties affected by the nonoompliance, in-
oluding schedules, timetables, and
milestones necessary to implement the
affected activities;

(ii) Establishing and following a
management plan that assigns respon-
sibilities for carrying out the remedial
actions;

(iii) Canceling or revising activities
likely to be affected by the noncompli-
ance, before expending ESG funds for
the aotdvibies:

(tv) Reprogramming ESG funds that
have not yet been expended from ar-
feoted activities to other eligible ac-
tivities;

(v) Suspending disbursement of mSG
funds for some 01' all activities;

(vi) Reducing 01' terminating the re-
maining grant of a subrecipient and re-
allocating those funds to other sub-
reoipients; and

(vii) Making matching oontributions
before or as draws are made from the
recipient's ESG grant.

(2) HUD may change the method of
payment to a reimbursement basis.

(3) HUD may suspend payments to
the extent HUD deems it necessary to
preclude the further expenditure of
funds for affeoted activities.

(4) aUD may remove the recipient
from participation in reallooations of
funds under subpart D of this part.

(5) HUD may deny matohing credit
for all or part of the cost of the a,f-
fected aotivities and require the recipi-
ent to make further matching con-
tributions to make up for the contribu-
tion determined to be ineligible.

(6) HUD may require the recipient to
reimburse its line of oredit in an
amount equal to the funds used for the
affected activities.

(7) HUD may reduce or terminate the
remaining grant of a recipient and re-
allocate those funds to other reoipients
in accordance with subpart. D of this
part.

(8) HUD may condition a future
grant.

(9) HUD may take other remedies
that are legally available.

(c) Recipient sanctions. If the reoipient
determines that a subrecipient is not
oomplying with an ESG program re-
quirement or its subgrarrt agreement,
the recipient must take appropriate 0.0-
tions, as presoribed for HUD in para-
graphs (a) and (b) of this seotion. If the
recipient is a State and funds become
available as a result of an action under
this section, the recipient must reallo-
cate those funds to other subrecipients
as soon as practicable. If the recipient
is a unit of general purpose local gov-
ernment of territory. it must either re-
allocate those funds to other subrecipi-
ents or reprogram the funds for other
activities to be carried out by the re-
oipient as soon as practioable. The re-
cipient must amend its Consolidated
Plan in aocordance with its oitizenship
participation plan if funds become
available and are reallooated or repro-
grammed under this seotion. The re-
allocated or reprogrammed funds must
be used by the expenditure deadline in
§576.203.
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change the method of payment to re- 
quire the recipient to obtain HUD' s
prior approval each time the recipient
draws down Emergency Solutions

Grant ( ESG) funds. To obtain prior ap- 
proval, the recipient may be required
to manually submit its payment re- 
quests and supporting documentation
to HUD in order to show that the funds
to be drawn down will be expended on
eligible activities in accordance with

all ESG program requirements. 

3) If the recipient fails to dem- 
onstrate to HUD' s satisfaction that the
activities were carried out in compli- 
ance with ESG program requirements, 
HUD will take one or more of the reme- 
dial actions or sanctions specified in
paragraph (b) of this section. 

b) Remedial actions and sanctions. Re- 
medial actions and sanctions for a fail- 
ure to meet an ESG program require- 
ment will be designed to prevent a con- 
tinuation of the deficiency; mitigate, 
to the extent possible, its adverse ef- 
fects or consequences; and prevent its
recurrence, 

1) HUD may instruct the recipient to
submit and comply with proposals for
action to correct, mitigate, and pre- 
vent noncompliance with ESG require- 
ments, including; 

i) Preparing and following a sched- 
ule of actions for carrying out activi- 
ties affected by the noncompliance, in- 
cluding schedules, timetables, and

milestones necessary to implement the
affected activities; 

ii) Establishing and following a
management plan that assigns respon- 
sibilities for carrying out the remedial
actions; 

iii) Canceling or revising activities

likely to be affected by the noncompli- 
ance, before expending ESG funds for
the activities; 

iv) Reprogramming ESG funds that
have not yet been expended froin af- 
fected activities to other eligible ac- 
tivities; 

v) Suspending disbursement of ESG
funds for some or all activities; 

vi) Reducing or terminating the re- 
maining grant of a subrecipient and re- 
allocating those funds to other sub- 
recipients; and

vii) Making matching contributions
before or as draws are made from the
recipient's ESG grant. 

j

2) HUD may change the method of
payment to a reimbursement basis. 

3) HUD may suspend payments to
the extent HUD deems it necessary to
preclude the further expenditure of

funds for affected activities. 

4) HUD may remove the recipient
from participation in reallocations of
funds under subpart D of this part. 

5) HUD may deny matching credit
for all or part of the cost of the af- 
fected activities and require the recipi- 
ent to make further matching con- 
tributions to make up for the contribu- 
tion determined to be ineligible. 

6) HUD may require the recipient to
reimburse its line of credit in an
amount equal to the funds used for the
affected activities. 

7) HUD may reduce or terminate the
remaining grant of a recipient and re- 
allocate those funds to other recipients

in accordance with subpart D of this
part. 

6) HUD may condition a future
grant. 

9) HUD may take other remedies
that are legally available. 

c) Recipient sanctions. If the recipient
determines that a subrecipient is not
complying with an ESG program re- 
quirement or its subgrant agreement, 

the recipient must take appropriate ac- 
tions, as prescribed for HUD in para- 
graphs ( a) and ( b) of this section. I£ the
recipient is a State and funds become
available as a result of an action under

this section, the recipient must reallo- 

cate those funds to other subrecipients

as soon as practicable. If the recipient
is a unit of general purpose local gov- 
ernment of territory, it must either re- 
allocate those funds to other subreeipi- 
ents or reprogram the funds for other
activities to be carried out by the re- 
cipient as soon as practicable. The re- 
cipient must amend its Consolidated
Plan in accordance with its citizenship
participation plan if funds become
available and are reallocated or repro- 
grammed under this section. The re- 
allocated or reprogrammed funds must
be used by the expenditure deadline in

576. 203. 
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PART 20o-UNIFORM ADMINISTRA-
TIVE REQUIREMENTS,COST PRIN-
CIPLES, AND AUDIT REQUIRE-
MENTS FOR FEDERALAWARDS

Subpart A-Acronyms and
Definitions
AORONYMS

Seo.
200.0 Aoronvms.
200.1 Definitions.
200.2 Acqulsttdon cost.
200.8 Advanoe payment.
200.4 Allocation.
200.6 Audit finding.
200.6 Auditee.
200.7 Auditor.
200.8 Budget.
200.9 Central service oost allooation plan.
200.10 Catalog of Federal Domestic Assist-

ance (CFDA) number.
200.11 OFDAprogl'am title.
200.12 Oapital aasete.
200.13 Oapital expenditures.
200.14 Claim.
200.16 Olass of Federal awards.
200.16 Oloseout.
200.17 Cluster of programs.
200.18 Oognizant agency for audit.
200.19 Oognizant agenoy for indirect costs.
200.20 Oomputing devices.
200.21 Compliance supplement.
200.22 Ccn traot.
200.23 Contractor.
200.24 Cooperative agreement.
200.25 Cooperative audit resolution.
200.26 Correotlve aotion.
200.27 Oost allocation plan.
200.28 Ooat objeotive.
200.29 Cost sharing or matching.
200.30 Cross-outting audit finding.
200.31 [Reserved]
200.32 Data Universal Numbering System

(DUNS) number. .
200.38 Equipment.
200.34 Expenditures.
200.35 Federal agenoy.
200.36 Federal AudftOleartnghouee (FAC).
200.37 Federal awarding agency.
200.38 Federal award.
200.39 Fedemlll,we.rd date.
200.40 Federal financial asetetance.
200.41 Federal interest.
200.42 Federal program.
200.43 Federal share.
200.44 Final cost objective.
200.45 Fixed amount awards.
200.46 Foreign public entity.
200.47 ForeIgn organization.

200.48 Gtmeral purpose equipment.
200.49 Generlllly Accepted Acoounting Prin-

ciples (GAAP).
200.50 Generally Aocepted Government Au-

diting Standards (GAGAS).
200.01 Grant agreement.
200.52 Hospital.
200.58 Improper payment.
200.54 Indian tribe (or "federally recognized

Indian tribe").
200.55 Institutions of Higher Elducation

(]liEs).
200.66 Indirect (facilities & admtntatrattve

(F&A» costs. .
200.57 Indireot cost rate proposal.
200.68 Information teohnology systems.
200.59 Intangible property.
200.60 Intermediate cost objeotive.
200.61 Internal controls.
200.62 Internal control over eompliance re-

quirements for Federal awards.
200.63 Loan.
200.64 Local government.
200.65 Major program.
200.66 Management deoision.
200.67 Micro-purchase.
200.68 Modified Total Direct Coat (MTDC).
200.69 Non-Federal entity.
200.70 Nonprofit organlzatdon,
200.71 Obligations.
200.72 Offioe of Management and Budget
, (OMB).
200.73 Oversight agency for audit.
200.74 Pase-through entity.
200.75 Partioipant support costs.
200.76 Performanoe goal.
200.77 PerIod of performance.
200.78 PeraonalllrOllerty.
200.79 Personally Identifiable Information

(Pll).
200.80 Program inoome.
200.81 Property.
200.82 Protected Personally Identifiable In-

formation (Protected PIll.
200.88 Project coat.
200.84 Questioned cost.
200.85 Real property.
200.86 Recipient.
200.87 Researoh and Development (R&D).
200.88 Simplified acquisition threshOld.
200.69 Special purpose equipment.
200.90 State.
200.91 Student Financial Aid (SFA).
200.92 Subaward.
200.93 suoreoiptent,
200.94 Supplies.
200.95 Terminll.tion.
200:96 Third-party in-kind contributions.
200.97 Unliquidated obligations.
200.90 Unobligated balance.
200.99 Voluntary committed cost sharing.
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PART 200 - UNIFORM ADMINISTRA- 
TIVE REQUIREMENTS, COST PRIN- 
CIPLES, AND AUDIT REQUIRE- 
MENTS FOR FEDERAL AWARDS

Subpart A- Acronyms and
Definitions

ACRONYMS

Seo, 

200. 0 Acronyms, 

200. 1 Definitions. 

200. 2 Acquisition cost. 
200. 3 Advance payment, 
200, 4 Allocation. 

200. 6 Audit finding. 
200. 6 Auditee. 
200, 7 Auditor. 

200, 8 Budget. 
200. 9 Central service cost allocation plan. 

200. 10 Catalog of Federal Domestic Assist- 
ance ( CFDA) number. 

200. 11 CFDA program title. 
200. 12 Capital assets. 

200. 13 Capital expenditures. 
200, 14 Claim. 

200, 15 Class of Federal awards. 
200. 16 Closeout, 
200. 17 Cluster of programs, 

200. 18 Cognizant agency for audit. 
200. 19 Cognizant agency for indirect costs, 
200. 20 Computing devices. 
200. 21 Compliance supplement. 
200,22 Contract. 
200. 23 Contractor. 
200, 24 Cooperative agreement. 
200. 25 Cooperative audit resolution, 
200. 26 Corrective action. 
200.27 Cost allocation plan. 
200,26 Cost objective. 

200. 29 Cost sharing or matching, 
200. 30 Cross - cutting audit finding, 
200. 31 [ Reserved) 

200.32 Data Universal Numbering System
DUNS) number. 

200. 33 Equipment. 

200. 34 Expenditures. 

200. 35 Federal agency. 
200,30 Federal Audit Clearinghouse (PAC). 
200. 37 Federal awarding agency. 
200. 38 Federal award. 

200. 39 Federal award date. 
200.40 Federal financial assistance, 
200, 41 Federal interest. 
200. 42 Federal program, 
200. 43 Federal share. 

200,44 Final cost objective. 

200. 45 Fixed amount awards, 
200.46 Foreign public entity. 
200.47 Foreign organization, 
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200, 46 General purpose equipment. 

200, 49 Generally Accepted Accounting Prin- 
ciples (GAAP), 

200. 50 Generally Accepted Government Au- 
diting Standards ( GALAS), 

200. 51 Grant agreement. 

200. 62 Hospital. 

200. 53 Improper payment. 

200. 54 Indian tribe (or " federally recognized
Indian tribe "). 

200.55 Institutions of Higher Education
MEs). 

200.66 Indirect ( facilities & administrative

F &A)) costs, 
200. 57 Indirect Cost rate proposal. 

200. 69 Information technology systems. 
200, 69 Intangible property. 
200. 60 Intermediate cost objective. 

200, 61 Internal controls. 

200. 62 Internal control over compliance re- 
quirements for Federal awards. 

200. 63 Loan, 

200. 64 Local government. 

200, 65 Major program. 

200, 66 Management decision. 

200. 67 Micro - purchase. 
200,68 Modified Total Direct Cost (MTDC). 

200, 69 Non - Federal entity. 
200.70 Nonprofit organization, 
200. 71 Obligations. 

200, 72 Office of Management and Budget
OMB). 

200. 73 Oversight agency for audit. 
200, 74 Pass- through entity, 
200. 75 Participant support costa, 
200, 76 Performance goal. 
200, 77 Period of performance, 

200, 78 Personal property. 
200. 79 Personally Identifiable Information

F.M. 
200. 80 Program income. 

200. 81 Property. 
200. 82 Protected Personally Identifiable In- 

formation (Protected PH). 

200. 83 Project cost. 
200. 84 Questioned cost, 

200. 85 Real property. 
200. 86 Recipient, 

200. 87 Research and Development (R &D). 
200. 88 Simplified acquisition threshold. 
200. 89 Special purpose equipment. 
200, 90 State, 

200. 91 Student Financial Aid (SPA). 
200. 92 Subaward, 
200. 93 Subreoipient. 

200. 94 Supplies, 

200. 95 Termination, 

200. 96 Third -party in -kind contributions. 
200, 97 Unliquidated obligations, 
200. 90 Unobligated balance. 

200. 99 Voluntary committed cost sharing. 
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Subpart B-General Provisions

200.100 Purpose.
200.101 Appl1cablllty.
200.102 Exceptions.
200.103 Authorities.
200.104 supersession.
200.105 Effect on other Issuancee.
200.106 Agenoy implementation.
200.107 OMBresponatbflttdes.
200.108 Inquiries.
200.109 Review date.
200.110 Efreotivelappl1cab1l1ty date.
200.111 English language.
200.112 Oonfllot of interest.
200.113 Mandatory disclosures.

Subpart C-Pre-Federal Award Require·
ments and Contents of Federal Awards

200.200 Purpose.
200.201 Use of grant agreements (including

fixed amount awards), cooperative agree-
ments, and contraots.

200.202 Requirement to provide public no-
tice of Federal Ilnancial assistance pro-
grams.

200.203 Notices of funding opportunities,
200.204 Federal awarding agency review of

merit of proposala.
200,205 Federal awarding agency review of

risk posed by applloants.
200.206 Standard application requirements.
200.207 Specific conditions.
200.208 Oertlfications and representations.
200.209 Pre-award costs.
200.210 Information contained in a Federal

award.
200.211 Public access to Federal award infor-

mation.
200.212 Suspension and debarment.

Subpart D-P08t Federal Award'
ReqUirements

STANDARDS FOR FINANOIAL AND PROGRAM
MANAGEMENT

200.300 Statutory and national pollcy re-
quirements.

200.301 Performance measurement.
200.302 Financial management.
200.303 Internal controls.
200.304 Bonds.
200.305 Payment.
200.306 Cost sharing 01' matching.'
200.307 Program income.
200.308 Revision of budget and proaram

plans.
200,309 Period of performance.

PROPERTY STANDARDS

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

erty.
200.313 Equipment.

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

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

PROOUREMENT STANDARDS

200.317 Procurements by states.
200.318 General procurement standards.
200.319 Oompetition.
200.320 Methods of proourement to be fol-

lowed.
200.321 Oontraoting with small and minority

businesses, women's business enterprises.
and labor surplus area firma.

200.322 Procurement of recovered materIals.
200.323 Oontract cost and price.
200.324 Federal awarding agency 01' pass-

through entIty review.
200.825 Bonding requirements.
200.326 Oontract provtsions.

PERFoRMANOE AND FINANOIAL MONITORING
AND REpORTING

200.327 Financiall'eporting.
200.328 Monitoring and reporting program

performance.
200.829 Reporting on real property.

SUBREOlPlENT MONITORING AND MANAGEMENT

200.830 Subreoipient and oontractor deter-
minations.

200.331 Requirements for pass-through enti-
ties.

200,332 Fixed amount subawards.

RECORD RETENTION AND AOOESS

200.333 Retention requirements for records.
200.334 Requests for transfer of reoords.
200.335 Methods for oolleotion; transmission

and storage of information.
200.336 Access to records.
200.337 Restriotions on public access to

records.

REMEDIES FOR NONOOMPLIANOE

200.838 Remedies for nonoompliance.
200.839 Termination.
200.840 Notification of termination require-

ment.
200.341 Opportunities to object, hearings

and appeals.
200.342 Effects of suspension and ·termi-

. nation.

OLOSEOUT

200.848 Closeout.

POST-OLOSEOUT ADJUSTMENTS AND
OONTINUING RESPONSIBlLrrIES

200.344 Post-closeout adjustments and con-
tinuing responsibilities.

OOLLECTION OF AMOUNTS DUE

200.345 Oollection of amounts due.
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Subpart ®- General Provisions 200. 314 Supplies. 

200. 315 Intangible property. 
200. 100 Purpose, 200. 316 Property trust relationship. 
200, 101 Applicability. 
200, 102 Exceptions. PROCUREMENT STANDARDS

200. 103 Authorities. 200. 317 Procurements by states. 
200, 104 Supersession. 200. 318 General procurement standards. 
200, 105 Effect on other issuances. 

200, 319 Competition. 
20D. 106 Agency implementation, 200, 320 Methods of procurement to be fol- 
200, 107 OMB responsibilities, 

lowed. 
200. 108 Inquiries, 

200. 321 Contracting with small and minority
200. 109 Review date. businesses, women' s business enterprises, 
200, 110 Effective/applicability date, and labor surplus area firms. 
200. 111

200. 112

English language, 
Confliot of interest. 200, 322 Procurement of recovered materials. 

200. 113 Mandatory disclosures, 
200. 323 Contract cost and price, 
200, 324 Federal awarding agency or pass - 

Subpart C- Pre - Federal Award Require- through entity review. 

ments and Contents of Federal Awards 200. 325 Bonding requirements, 
200. 326 Contract provisions. 

200. 200
200. 201

Purpose. 

Use of grant agreements ( including
PERFORMANCE AND FINANCIAL MONITORING

fixed amount awards), cooperative agree- 
AND REPORTING

ments, and contracts. 200. 327 Financial reporting. 
200. 202 Requirement to provide public no- 200, 328 Monitoring and reporting program

tice of Federal financial assistance pro- performance. 

grams. 200, 829 Reporting on real property. 
200. 203 Notices of funding opportunities, 
200. 204 Federal awarding agency review of tiSUBRECIPIENT MONITORING AND MANAGEMENT

merit of proposals, 

200. 205 Federal awarding agency review of 200. 330 Subreoipient and contractor dater - 
risk posed by applicants, 

minations. 

200. 331 Requirements for pass- tbrough enti- 
200, 206 Standard application requirements. 

ties. 
200. 207
200. 208

Specific conditions. 
Certifications and representations. 200, 332 Fixed amount subawards. 

200, 209 Pre -award costs, RECORD RETENTION AND ACCESS
200. 210 Information contained In a Federal

award. 200, 333 Retention requirements for records, 
200. 211 Public access to Federal award infor- 200. 334 Requests for transfer of records. 

mation. 200, 336 Methods for collection, tranamieslon
200. 212 Suspension and debarment, and storage of information. 

200. 336 Access to records, 
Subpart D - Post Federal Award' 200, 337 Restrictions on public access to

Requirements records, 

STANDARDS FOR FINANCIAL AND PROGRAM REMEDIES FOR NONCOMPLIANOE

MANAGEMENT
200. 338 Remedies for noncompliance. 

200. 300 Statutory and national policy re- 200, 339 Termination. 
quirements. 200. 340 Notification of termination require - 

200. 801 Performance measurement. ment, 

200. 302 Financial management. 200. 341 Opportunities to object, hearings
200. 303 Internal controls, and appeals. 

200. 304 Bonds. 200. 342 Effects of suspension and termi- 
200, 305 Payment. nation, 

200. 306 Cost sharing or matching.' 
200. 307 Program income, CLOSEOUT

200, 308 Revision of budget and program
200. 343 Closeout. 

plans, 

200. 309 Period Of performance. POST - CLOSEOUT ADJUSTMENTS AND

PROPERTY STANDARDS - 
CONTINUING RESPONSIBILITIES

200. 310 Insurance coverage. 
200. 344 Post - closeout adjustments and con - 

200. 311 Real property. tinufng responsibilities. 

200. 312 Federally -owned and exempt prop- COLLECTION OF AMOUNTS DUE
erty. 

200. 313 Equipment, 200. 345 Collection of amounts due. 
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OMB Guidance

Subpart E-Cost Principles

GENERAL PRoVISIONS

200.400 Polioy guide.
200.401 Appl1o!l.tion.

BASIC OONSIDERATIONS

200.402 oompositton of coste.
200.403 Factors affecting allowability of

costs.
200.404 Reasonable costs.
200.405 Allooable oosts.
200.406 Applioable credits.
200.407 Prior written approval (prior ap-

proval).
2000408 Limitation on allowance of costs.
200.409 Suoclal ooneideratlons.
200.410 COlleotion of unallowable costs.
200.411 Adjustment of previously negotiated

indirect (F&A) cost rates containing un-
allowable costs.
DIRECTAND INDIRECT(F&A) COSTS

200.412 Olassification of costa.
200.413 Direot costs.
200.414 Indirect (F&A) ooats.
200.415 Required oertifications.

SPECIAL OONSIDERATIONS FOR STATES, LOOAL
GoVERNMENTS AND I;NDlAN TRIBElS

200.416 oost allocatton plans and indirect
oost proposals.

200.417 Interagency service.

SPEGlAL CONSIDERATIONS FOR INSTITUTIONS OF
HIGHER EDuOATION

200.418 Costa inourred by states and local
governments.

200.419 Cost acoounting standards and dis-
closure statement.

GENERAL PROVISIONS FOR SELECTED ITEMS OF
COST

200.420 Considerations for seleoted items of
cost.

200.421 Advertising and public relations.
200.422 Advisory oounoils.
200.423 Alooholic beverages.
200.424 Alumnilae aotavrttes.
200.426 Audit servioes.
200.426 Bad debts.
200.427 Bonding costa.
200.428 Collections of Improper paymen ts.
200.429 Commencement and convocation

costs.
200.430 Compensation-personal asrvtces.
200.431 Compensation-fringe benefits.
200.432 Conferenoes.
200.438 COntingenoy provisions.
200.434 Contributions and donations.
200.435 Defense and proseoution of ortmmal

and olvl) prooeedings, olaims, appeals
and patent infringements.

200.436 Depreoiation.
200.437 Employee health and welfare costs.

pt. 200

200.438 Entertainment oosts.
200.439 Equipment and other capital expend-

itures.
200.440 Exohange rates.
200.441 Fines, penalties, damages and other

settlements.
200.442 Fund raising and investment man-

agement costs.
200.443 Gains and losses on disposition of de-

preciable assets.
200.444 oenerat ooste of government.
200.445 Goods 01' services for personal use.
200.446 Idle faoilities and idle oapaoity.
200.447 Insurance and indemnification.
200.448 Intelleotual property.
200.449 Interest.
200.460 Lobbying.
200.451 Loaaea on other awards or conbracts.
200.452 Maintenance and repair coats.
200.453 Materials and supplies costa, includ-

ing ooats of computtng devices.
200.454 Memberships, subscriptions, and pro-

fesaional aotivity costs.
200.455 Organization costs.
200.456 Partioipant support costs.
200.467 Plant and sBcurity coats.
200.458 Pre-award coats.
200.459 Professional servioe costa,
200.460 Proposal costs.
200.461 Publioation and printing coste,
200.462 Rearrangement and reconversion

costs,
200.463 Recruiting oosts.
200.464 Relooation coats of employees.
200.465 Rental costs of real property and

equipment.
200.466 Soholarships and student aid costs.
200.467 Salling and marketing coste,
200.466 Speoialized service faoilities.
200.469 Student activlty coste.
200.470 Taxes (inaluding Value Added Tax).
200.471 Termination costa.
200.472 Training and education oosts.
200.473 Transportation costa.
200.474 Travel costs.
200.476 Trustees.

Subpart F-Audlt Requlremenfs
GENERAL

200.500 Purpose.

AUDITS

200.501 Audit requirements.
200.602 Basis for determining Federal

awards expended.
200.503 Relation to other audit require-

ments.
200.504 Frequency of audita.
200.505 Sanctions.
200.506 Audit costs.
200.507 Program-specifio audits.

AUDlTEES

200.508 Auditee responstblUties.
200.509 Auditor seleotion.
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Subpart E® - Cost Principles

GENERAL PROVISIONS

200, 400 Policy guide, 
200. 401 Application. 

BASIC CONSIDERATIONS

200,402 Composition of costs. 

200. 403 Factors affecting allowability of
costs. 

200.404 Reasonable costs. 
200. 405 Allocable costs, 
200, 406 Applicable credits. 

200. 407 Prior written approval ( prior ap- 
proval). 

200. 408 Limitatdon on allowance of oosts. 
200. 409 Special considerations, 

200. 410 Collection of unallowable costs. 
200. 411 Adjustment of previously negotiated

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

DIRECT AND INDIRECT ( F &A) COSTS

200. 412 Classification of costs. 
200. 413 Direct costs. 
200.414 Indirect (F& A) costs. 
200. 415 Required certifications. 

SPECIAL CONSIDERATIONS FOR STATES, LOCAL
GovmNMENTs AND INDIAN TRlans

200. 416 Cost allooation plans and indirect
cost proposals, 

200. 417 Interagency service. 

SPECIAL CONSIDERATIONS FOR INSTITUTIONS OF
HIGHER EDUCATION

200,418 Casts incurred by states and local
governments. 

200. 419 Cost accounting standards and dis- 
closure statement. 

GENERAL PROVISIONS FOR SELECTED ITEMS OF
COST

200. 420 Considerations for selected items of
cost. 

200. 421 Advertising and public relations. 
200, 422 Advisory oounoils. 
200. 423 Alcoholic beverages. 
200. 424 Alumni/ae activities. 
200,425 Audit services. 

200.426 Bad debts, 
200,427 Bonding costs. 
200.428 Collections of improper payments. 
200.429 Commencement and convocation

costs. 

200. 430 Compensation- personal services. 
200. 431 Compensation - fringe benefits. 
200. 432 Conferences. 

200. 433 Contingency provisions. 
200. 434 Contributions and donations. 
200. 435 Defense and prosecution of criminal

and civil proceedings, claims, appeals

and patent infringements, 
200, 436 Depreciation. 
200. 437 Employee health and welfare costs. 
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200, 438 Entertainment costs. 
200. 439 Equipment and other capital expend- 

itures. 

200. 440 Exchange rates. 
200. 441 Fines, penalties, damages and other

settlements. 

200. 442 Fund raising and investment man- 
agement costs. 

200. 443 Gains and losses on disposition of de- 
preciable assets. 

200.444 General costs of government. 
200.445 Goods or services for personal use. 
200.446 Idle facilities and idle capacity, 
200. 447 Insurance and indemnification. 
200.448 Intellectual property. 
200. 449 Interest, 
200. 450 Lobbying. 
200. 451 Losses on other awards or contracts. 
200. 452 Maintenance and repair costs. 
200, 453 Materials and supplies costs, includ- 

ing costs of computing devices. 
200. 464 Memberships, subscriptions, and pro- 

fessional activity costs. 
200. 455 Organization costs. 
200. 456 Participant support costs. 
200, 457 Plant and security costs. 
200.458 Pre -award costs, 
200,459 Professional service costs. 
200.460 Proposal costs. 
200, 461 Publication and printing costs, 
200. 462 Rearrangement and reconversion

costs. 

200. 463 Recruiting costs. 
200, 464 Relocation costs of employees. 
200. 465 Rental costs of real property and

equipment. 

200.466 Scholarships and student aid costs. 
200. 467 Selling and marketing costs, 
200. 468 Specialized service facilities, 
200. 469 Student activity costs. 
200.470 Taxes (including Value Added Tax). 
200.471 Termination costs. 
200. 472 Training and education costs. 
200, 473 Transportation costs. 
200, 474 Travel costs. 
200, 475 Trustees. 

Subpart F - Audit Requirements

GENERAL

200. 600 Purpose. 

AUDITS

200, 601 Audit requirements. 
200. 502 Basis for determining Federal

awards expended. 

200. 603 Relation to other audit require- 
ments. 

200, 604 Frequency of audits. 
200. 605 Sanctions, 
200, 606 Audit costs. 
200. 507 Program - specific audits. 

AUDITEES

200. 608 Auditee responsibilities. 
200. 509 Auditor selection. 
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§200.0

200.610 Financial statements.
200.511 Audit findings follow-up.
200.612 Eeport submission.

FEDERAL AGENOIES

200.513 Responsibilities.

AUDITORS

200.514 Soops of audit.
200.515 Audit reporting.
200.516 Audit findings.
200.517 Audit dooumentatton.
200.618 Major program determination.
200.519 CrIteria for Federal program risk.
200.620 Criteria for a low-risk audltee.

MANAGEMEN'l'DECISIONS

200.621 Management decision.
APPENDIX I TO PAR'!' 200-FULL TExT OF No-

TIOE OF FUNDING OPPORTUNITY
APPENDIX II TO PART 200-CONTRAOT PROVI-

SIONS FOR NON-FEDERAL ENTITY CON-
TRACTS UNDER FEDERAL AWARDS

APPENDIX m TO PART 200-INDlRECT (F&A)
COSTS IDENTlFlOATION AND ASSIGNMENT,
AND RATE DETERMINATION FOR INSTITU-
TIONS OF HIGHER EDUOATION (mEs)

APPENDIX IV TO PART 200-INDlRECT (F&A)
COSTS IDEN'l'lFICATION AND ASSIGNMENT,
AND RATE DETERMINATION FOR NONPROFIT
ORGANIZATIONS

ApPENDIX V TO PART 200- STATEiLOoAL oov-
ERNMENTWIDE CENTRAL SERVICE COST AL-
LOOATIONPLANS

APPENDIX VI TO PART 200-PUBLIO ASSIST-
ANOECoST ALLOOATIONPLANS

ApPENDIX VII TO PART 22O-STATEB AND
LOOAL GoVERNMENT AND INDIAN TRmE IN-
DmECT COST PROPOSALS

APPENDIX vm TO PART 200-NONPROFIT OR-
GANIMTIONS EXEMPTED FROM SUBPART
E-COST PRINCIPLES OF PART 200

APPENDIX IX TO PART 200-,.HoSpITAL CoST
PRINCIPLES

ApPENDIX X TO PART 200-DATA COLLECTION
FORM (FORM SF-SAC)

ApPENDIX XI TO PART 20D-COMPLIANOE SUP-
PLEMENT

AUTIlORITY: 31 U.S.C. 603

SOUROE: 7B FR 7860B, Dec. 26, 2013. unless
otherwise noted.

Subpart A-Acronyms and
Definitions
ACRONYMS

§200.0 Acronyms.

ACRONYM TERM
OAS Oost Aooounting Standards
OFDA OataIog of Federal Domestio

Assistanoe

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

OFR Code of Federal Regulations
CMIA Cash Management Improve-

ment Aot
OOG Counoils Of oovemments
OOSO Committee of Sponsoring Orga-

nizations of the Treadway Commis-
sion

EPA Environmental Proteotion Agen
oy

ERISA Employee Retirement Inoome
Seourity Aot of 1974 (29 U.S.C. 1301-
1461)

EUI Energy Usage Index
F&A Faoilities and Administration
FAC Federal Audit Clearinghouse
FAIN Federal Award Identifioation

Number
FAPIIS Federal Awardee Perform-

anoe and Integrity Information Sys-
tem

FAR Federal Aoquisition Regulation
FFATA Federal Funding Account-

ab111tyand Transparenoy Aot of 2006
or Transparenoy Aot-Publio Law
109-282.as amended b:vsection 6202(a)
of Publto Law 11{}-252(31 U.S.C. 6101)

FICA Federal Insurance Contribu-
tions Aot

FOIA Freedom of Information Aot
FR Federal Register
FTE Full-time equivalent
GAAP Generally Aooepted Account-

ing Prinoiples
GAGAS Generally Accepted Govern-

ment Auditing Standards
GAO Government Aooountability Of-

fioe
GOOO Government owned, oontraotor

operated
GSA General Servioes Administration
ms Institutional Ease Salary
IHE Institutions of Higher Eduoation
IRC Internal Revenue Oode .
ISDEAA Indian Self-Determination

and Eduoation and Assistance Aot
MTC Modified Total Cost
MTDC Modified Total Direct Oost
OMB Offioe of Management and Budg-

et
PH Personally Identifiable Informa-

tion
PMS Payment Management System
PRHP Post-retirement Health Plans
-PTE Pass-through Entity
REUI Relative Energy Usage Index
SAM System for Award Management
SFA Student Finanoial Aid
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200. 610 Financial Statements, 

200. 511 Audit findings follow -up, 
200. 612 Report submission. 

FEDERAL AGENCIES

200. 513 Responsibili ties. 

AUDITORS

200. 619 Scope of audit. 
200. 615 Audit reporting. 
200, 616 Audit findings. 
200.517 Audit documentation. 
200. 616 Major program determination. 
200. 519 Criteria for Federal program risk. 

200. 620 Criteria for a low -risk auditee. 

MANAGEMENT DECISIONS

200. 621 Management decision. 

APPENDIX I TO PART 200 —FULL TEXT OF NO- 
TICE OF FUNDING OPPORTUNITY

APPENDIX II To PART 200 — CONTRACT PROVI- 
SIONS FOR NON- FEDERAL ENTITY CON- 
TRACTS UNDER FEDERAL AwARDS

APPENDIX III To PART 200— INDMUCT ( F &A) 
COSTS IDENTIFICATION AND ASSIGNMENT, 
AND RATE DETERMINATION FOR INSTrrU- 
TIONS OF HIGHER EDUCATION ( IRES) 

APPENDIX IV To PART 200— INDIRECT ( F &A) 
COSTS IDENTIFICATION AND ASSIGNMENT, 
AND RATE DETERMINATION FOR NONPROFIT
ORGANIZATIONS

APPENDIX V TO PART 200— STATIJLOoAL GOV- 
ERNMENTWIDE CENTRAL SERVICE COST AL- 
LOCATION PLANS

APPENDIX VI TO PART 200— PUBLIc ASSIST- 
ANCE COST ALLOCATION PLANS

APPENDIX VII TO PART 220 — STATES AND
LOOAL GOVERNMENT AND INDIAN TRIBE IN- 
DIRECT COST PROPOSALS

APPENDIX VIII TO PART 200 — NONPROFIT OR- 

GANIZATIONS EXEMPTED FROM SUBPART
F-- COST PRINCIPLES OF PART 200

APPENDIX IX TO PART 20D— HOSPITAL COST
PRINCIPLES

APPENDIX X TO PART 200 —DATA COLLECTION
FORM ( FORM SF -SAC) 

APPENDIX XI TO PART 20D— COMPLIANCE SUP- 
PLEMENT

AUTHORITY: 31 U. S. C. 503

SOURCE: 78 FR 78608, Dec. 26, 2013, unless
otherwise noted. 

Subpart A— Acronyms and
Definitions

ACRONYMS

200.0 Acronyms, 

ACRONYM TERM

CAS Cost Accounting Standards
CFDA Catalog of Federal Domestic

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

CFR Code of Federal Regulations
CMIA Cash Management Improve- 

ment Act

COG Councils Of Governments
COSO Committee of Sponsoring Orga- 

nizations of the Treadway Commis- 
sion

EPA Environmental Protection Agen
Cy

ERISA Employee Retirement Income

Security Act of 1974 ( 29 U.S. C. 1301- 
1461) 

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

Number

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

FAR Federal Acquisition Regulation
FFATA Federal Funding Account- 

ability and Transparency Act of 2006
or Transparency Act — Public Law
109 -282, as amended 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
FTE 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 Administration
IBS Institutional Base Salary
IHE Institutions of Higher Education
IRO Internal Revenue Code
ISDEAA Indian Self- Determination

and Education and Assistance Act
MTC Modified Total Cost
MTDC Modified Total Direct Cost
OMB Office of Management and Budg- 

et

PI1 Personally Identifiable Informa- 
tion

PMS Payment Management System
PRHP Post- retirement Health Plane
PTE Pass - through Entity
REUI Relative Energy Usage Index
SAM System for Award Management
SFA Student Financial Aid
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OMB Guidance

SNAP Supplemental Nutrition Assist-
ance Program

SPOO Single Point of Oontact
TANF Temporary Assistance for
Needy Families

TFM Treasury Finanoial Manual
U.S.O. United states Oode
VAT Value Added Tax
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75880,Dec. 19, 2014]

UOO,l Definitions.
These are the definitions for terms

used in this part. Different definitions
may be found in Federal statutes or
regulations that apply more specifi-
cally to particular programs or activi-
ties. These definitions could be supple-
mented by additional instructional in-
formation provided in governmentwide
standard information collections.

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

asset including the cost to ready the
asset for its intended use. Acquisition
cost for equipment, for example, means
the net invoice price of the equipment,
including the oost of any modifioa-
tions, attachments, acoessor-les, or aux-
iliary apparatus necessary to make it
usable for the purpose for which it is
acquired. Acquisition costs for soft-
ware includes those development coste
capitalized in accordance with gen-
erally accepted accounting principles
(GAAP). Anoillary charges, such as
taxes, duty, protectrvo in transit insur-
ance. freight, and installation may be
included in or excluded from the acqui-
sition cost in accordance with the non-
Federal entity's regular accounting
practioes.

§200.3 Advance payment.
Advance payment means a payment

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

§200.4 Allocation.
Allocation means the process of as-

signing a cost, or a group of costa, to
one 01' 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
oost objectives.

§200.5 Audit finding.
Audit finding means deficienoies

which the auditor is required by
§200.516Audit findings, paragraph (a)
to report in the schedule of findings
and questioned costs.

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

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

§200.7 Auditor.
Auditor means an auditor who is a

public accountant or a Federal, state,
local government, or Indian tribe audit
organization, which meets the general
standards specified for external audi-
tors in generally accepted government
auditing standards (GAGAS). The term
auditor does not Include internal audi-
tors of nonprofit organizations.
[79 FR 76000,Dec. 19, 2014]

§200.8 Budget.
Budget means the finanoial plan for

the projeot or program that the Fed-
eral awarding agenCY or pass-through
entity approves during the Federal
award process or in subsequent amend-
ments to the Federal award. It may in-
elude the Federal and non-Federal
share or only the Federal share, as de-
termined by the Federal 'awarding
agency 01' pass-through entity.

§200.9 Central service cost allocation
plan.

Central service cost allocation plan
means the dooumentation identifying,
acoumulattng, and allocating or devel-
oping billing rates based on the allow-
able coste of services provided by a
state, local government, 01' Indian tribe
on a centralized basis to its depart-
ments and agenoies. The oosts of these
servtces may be allocated or billed to
users.
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SNAP Supplemental Nutrition Assist- 
ance Program

SPOC Single Point of Contact

TANF Temporary Assistance for

Needy Families
TFM Treasury Financial Manual
U. S. C. United States Code
VAT Value Added Tax

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76880, Dec. 19, 20141

200,1 Definitions. 

These are the definitions for terms
used in this part. Different definitions

may be found in Federal statutes or
regulations that apply more specifi- 
cally to particular programs or activi- 
ties. These definitions could be supple- 

mented by additional instructional in- 
formation provided in governmentwide
standard information collections. 

200.2 Acquisition cost. 

Acquisition cost means the cost of the

asset including the cost to ready the
asset for its intended use. Acquisition

cost for equipment, for example, means
the net invoice price of the equipment, 

Including the cost of any modifica- 
tions, attachments, accessories, or aux- 

iliary apparatus necessary to make it
usable for the purpose for which it is
acquired. Acquisition costs for soft- 
ware includes those development costs
capitalized in accordance with gen- 

erally accepted accounting principles
GAAP). Ancillary charges, such as

taxes, duty, protective in transit insur- 
ance, freight, and installation may be
included in or excluded from the acqui- 
sition cost in accordance with the non - 

Federal entity' s regular accounting
practices, 

200.3 Advance payment. 

Advance payment means a payment

that a Federal awarding agency or
pass - through entity makes by any ap- 
propriate payment mechanism, includ- 

ing a predetermined payment schedule, 
before the non - Federal entity disburses
the funds for program purposes. 

200.4 Allocation. 

Allocation means the process of as- 

signing a cost, or a group of costs, to
one or more cost objective(s), in rea- 

sonable proportion to the benefit pro- 
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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. 

200.5 Audit finding. 

Audit finding means deficiencies

which the auditor is required by
200. 516 Audit findings, paragraph ( a) 

to report in the schedule of findings

and questioned costs. 

200.6 Auditee. 

Auditee means any non - Federal enti- 
ty that expends Federal awards which
must be audited under Subpart F— 

Audit Requirements of this part. 

200.7 Auditor. 

Auditor means an auditor who is a

public accountant or a Federal, state, 

local government, or Indian tribe audit

organization, which meets the general

standards specified for external audi- 

tors in generally accepted government
auditing standards (GAGAS). The term
auditor does not include internal audi- 

tors of nonprofit organizations. 

79 FR 76080, Dec. 19, 20141

200.8 Budget. 

Budget means the financial plan for

the project or program that the Fed- 

eral awarding agency or pass - through
entity approves during the Federal
award process or in subsequent amend- 

ments to the Federal award. It may in- 
clude the Federal and non - Federal

share or only the Federal share, as de- 
termined by the Federal awarding
agency or pass - through entity. 

200.9 Central service cost allocation
plan. 

Central service cost allocation plan

means the documentation identifying, 
accumulating, and allocating or devel- 
oping billing rates based on the allow- 
able costs of services provided by a
state, local government, or Indian tribe

on a centralized basis to its depart- 
ments and agencies. The costs of these

services may be allocated or billed to
users. 
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§200.10

§200.10 Catalog of Federal Domestic
Assistance (CFDA)number.

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

§200.11 CFDAprogram title.
CFDA program title means the title of

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

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

tangible assets used in operations hav-
lng a useful Hfe of more than one year
whioh are capitalized in accordance
with GAAP. Oapita1 assets inolude:
(a) Land. buildings (facilities). equip-

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

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

§200.18 Capital expenditures.
Capital expenditures means expendi-

tures to acquire capital assets or ex-
penditures to make additions, improve-
ments, modtrtcataons, replacements,
rearrangements, reinstallations, ren-
ovations, or alterations to capital as-
sets that materially Increase their
value or usefu,llife.

§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

oertain;
(2) The adjustment or interpretation

of the terms and oonditions of the Fed-
eral award; or
(3) Other relief arising' under or relat-

ing to a Federal award.
(b) A request for payment that Is not

in dispute when submitted.

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

§200.15 Class of Federal awards.
Class of Federal awards means a group

of Federal awards either awarded under
a speoifio program or group of pro-
grams 01' to a speciftc type of non-Fed-
eral entity or group of non-Federal en-
tities to whioh speoifio provisions or
exoeptions may apply.

§200.16 Closeout.
Closeout means the process by whioh

the Federal awarding agency or pass-
througl;1 entity determines that all ap-
pltcable administrative aotions and all
required work of the Federal award
have been completed and takes aotdons
as described in §200.343 Oloseout.

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

of closely related programs that share
common oomplianoe requirements. The
types of clusters of programs are re-
search and development (R&D), student
finanoial aid (SFA), and other clusters,
"Other clusters" are as defined by OMB
in the oomplianoe supplement 01' as
designated by a state for Federal
awards the state provides to its sub-
recipients that meet the definition of a
cluster of programs. When designating
an "other cluster," a state must iden-
tify the Federal awards inoluded in the
cluster and advise the aubrecipients of
compliance requirements applioable to
the cluster, consistent with §200.331
Requirements for pass-through enti-
ties, paragraph (a). A elusterof pro-
grams must be oonsidered as one pro-
gram for determining major programs,
as desoribed in §200.51B Major program
determination, and, with the exception
of R&D as desOl'ibed in §200.501 Audit'
requirements, paragraph (0), whether a
program-speoittc audit may be e1eoted.

§200.18 Cognizant agency for audit.
Cognizant agency for audit means the

Federal agenoy designated to oarry out
the responsibilities desoribed in
§200,518 Responsibilities, paragraph (a).
The cognizant agency for audit is not
necessartlv the same as the oognizant
agenoy for indirect costs. A list of cog-
nizant agenotes for audit may be found
at the FADWeb site.
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200. 10 2 CFR Ch. II ( 1 - 1 - 15 Edlflon) 

200..10 Catalog of Federal Domestic § 200.16 Class of Federal awards. 
CFDA) Uss smnee ( num or. 

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

200.11 CFDA program title. 

CFDA program title means the title of

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

200.12 Capital assets. 

Capital assets means tangible or in- 
tangible assets used in operations hav- 

ing a useful 'life of more than one year
which are capitalized in accordance
with GAAP. Capital assets include: 

a) Land, 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- 
fioations, replacements, rearrange- 

ments, reinstalls Lions, renovations or

alterations to capital assets that mate- 

rially increase their value or useful life
not ordinary repairs and mainte- 

nance). 

200. 13 Capital expenditures. 

Capital expenditures means expendi- 
tures to acquire capital assets or ex- 

penditures to make additions, improve- 
ments, modifications, replacements, 

rearrangements, reinstallation, ren- 

ovations, or alterations to capital as- 
sets that materially increase their
value or useful life. 

200.14 Claim. 

Claim means, depending on the con- 
text, either: 

a) A written demand or written as- 

sertion by one of the parties to a Fed- 
eral award seeking as a matter, of

right: 

1) The payment of money in a sum
certain; 

2) The adjustment or interpretation
of the terms and conditions of the Fed- 
eral award; or

3) Other relief arising under or relat- 
ing to a Federal award. 

b) A request for payment that is not
in dispute when submitted. 
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Class of Federal awards means a group
of Federal awards either awarded under

a specific program or group of pro- 
grams or to a specific type of non -Fed- 

eral entity or group of non- Federal en- 
tities to which specific provisions or

exceptions may apply. 

200.16 Closeout. 

Closeout means the process by which
the Federal awarding agency or pass - 
through entity determines that all ap- 
plicable administrative actions and all

required work of the Federal award
have been completed and takes actions
as described in §200. 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 (SPA), and other clusters. 

Other clusters" are as defined by OMB
in the compliance supplement or as

designated by a state for Federal
awards the state provides to its sub - 
recipients that meet the definition of a
cluster of programs, When designating
an " other cluster," a state must iden- 

tify the Federal awards included in the
cluster and advise the subrecipients of

compliance requirements applicable to
the cluster, consistent with § 200, 331

Requirements for pass - through enti- 
ties, paragraph ( a). A cluster of pro- 
grams must be considered as one pro- 
gram for determining major programs, 
as described in §200. 518 Major program
determination, and, with the exception

of R &D as described in § 200. 501 Audit' 

requirements, paragraph ( c), whether a

program- speoific audit may be elected. 

200.18 Cognizant agency for audit. 

Cognizant agency for audit means the
Federal agency designated to carry out
the responsibilities described in

200, 513 Responsibilities, paragraph ( a). 
The cognizant agency for audit is not
necessarily the same as the cognizant
agency for indirect costs. A list of cog- 
nizant agencies for audit may be found
at the PAC Web site. 
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§200.19 Cognizant agency for indirect
costs.

Cognizant agency for indireot costs
means the Federal agenoy responsible
for reviewing, negotiating, and approv-
ing cost allocation plans or indirect
cost proposals developed under this
part on behalf of all Federal agencies.
The oognizant agenoy for indireot oost
is not necessarily the same as the cog-
nizant agency for audit. For assign-
ments of cognizant agencies see the
following:

(a) For IREs: Appendix ill to Part
200--Indirect (F&A) Oosts Identifica-
tion and Assignment, and Rate Deter-
mination for Institutions of Higher
Education (mEs), paragraph 0.11.

(b) For nonprofit organizations: Ap-
pendix IV to Part 20o-Indireot (F&A)
Oosts Identification and Assignment,
and Rate Determination for Nonprofit
Organizations, paragraph C.12.

(c) For state and local governments:
Appendix V to Part 20D-StateiLocal
Governmentwide Central Servioe Cost
Allocation Plans, paragraph F.1.

(d) For Indian tribes: Appendix VII to
Part 200--States and Looal Govern-
ment and Indian Tribe Indirect Oost
Proposal, paragraph D.l.
[78 FR 78600, Dec. 26, 2013, Il.S amended at 79
FR 76880,Dec. 19. 2014]

§ 200.20 Computing devices.
Computing devices means machines

used to acqufrev store, analyze, process,
and publish data and other information
eleotronically, including aooessorles
(or "peripherals") for printing, trans-
mitting and receiving, or storing elec-
tronic information. See also §§200.94
Supplies and 200.58 Information tech-
nology systems.

§200.21 Compliance supplement.
Compliance supplement means Appen-

dix XI to Part 200--00mpliance Supple-
ment (previously known ·ltS the Cir-
cular A-133Compliance Supplement).

§200.22 Contract.
Contract means a legal instrument by

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

§200.25

strument, even if the non-Federal enti-
ty considers it a contract, when the
substance of the transaotion meets the
definition of a Federal award or
subaward (see §200.92Subaward).

§200.23 Contractor.
Contractor means an entity that re-

ceives a contract as defined in §200.22
Contract,

§200.24 Cooperative agreement.
Cooperative agreement means a legal

instrument of financial assistance be-
tween a Federal awarding agency cr
pass-through entity and a non-Federal
entity that, oonsistent with 31 U.S.O.
6302-6305:

(a) Is used to enter into a relation-
ship the principal purpose of whioh 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 publio purpose au-
thorized by a law of the United States
(see 31 U.S.C. 6101(3»; and not to ac-
quire property or services for the Fed-
eral Government or pass-through enti-
ty's direct benefit or use;

(b) Is distinguished from a grant in
that it provides for substantial involve-
ment between the Federal awarding
agency or pass-through entity and the
non-Federal entity in carrying out the
Itctivity oontemplated by the Federal
award.

(c) The term does not fnclude:
(1) A cooperative research and devel-

opment agreement as defined in 15
U,S.O. 3710a;or

(2) An agreement that provides only:
(i) Direot United States Government

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

§200.25 Cooperative audit resolution.
Cooperative audit resolution means the

use of audit follow-up teohntques which
promote prompt corrective action by
improving communioation, fostering
collaboration, promoting trust, and de-
veloping an understanding between the
Federal agency and the non-Federal en-
tity. This approach 1sbased upon:
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200.19 Cognizant agency for indirect
costs. 

Cognizant agency for indirect costs
means the Federal agency responsible
for reviewing, negotiating, and approv- 
ing cost allocation plans or indirect
cost proposals developed under this
part on behalf of all Federal agencies. 

The cognizant agency for indirect cost
is not necessarily the same as the cog- 
nizant agency for audit. For assign- 
ments of cognizant agencies see the

following: 
a) For IHEs: Appendix III to Part

200 — Indirect ( F &A) Costs Identifica- 

tion and Assignment, and Rate Deter- 
mination for Institutions of Higher

Education ( IHEs), paragraph C. 11. 
b) For nonprofit organizations: Ap- 

pendix IV to Part 200 — Indirect ( F &A) 
Costs Identification and Assignment, 
and Rate Determination for Nonprofit

Organizations, paragraph C. 12. 
e) For state and local governments: 

Appendix V to Part 200— State/Local
Governmentwide Central Service Cost

Allocation Plans, paragraph F.1, 

d) For Indian tribes: Appendix VII to

Part 200 — States and Local Govern- 

ment and Indian Tribe Indirect Cost
Proposal, paragraph D. I. 

78 FR 78608, Dec. 26, 2013, as amended at 70
FR 76880, Dec. 19, 2014] 

200.20 Computing devices. 
Computing devices means machines

used to acquire, store, analyze, process, 
and publish data and other information

electronically, including accessories
or " peripherals ") for printing, trans- 
mitting and receiving, or storing elec- 
tronic information. See also §§ 200. 94

Supplies and 200, 68 Information tech- 

nology systems. 

200.21 Compliance supplement. 

Compliance supplement means Appen- 

dix XI to Part 200 — Compliance Supple- 

ment ( previously known ' as the Cir- 
oular A -133 Compliance Supplement). 

200.22 Contract. 

Contract means a legal instrument by
which a non - Federal entity purchases
property or services needed to carry
out the project or program under a

Federal award. The term as used in
this part does not include a legal in- 
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strument, even if the non - Federal enti- 

ty considers it a contract, when the
substance of the transaction meets the

definition of a Federal award or
subaward (see § 200. 92 Subaward). 

200.23 Contractor. 

Contractor means an entity that re- 
ceives a contract as defined in § 200. 22
Contract, 

200.24 Cooperative agreement. 

Cooperative agreement means a legal
instrument of financial assistance be- 

tween a Federal awarding agency or
pass - through entity and a non - Federal
entity that, consistent with 31 U. S. C. 
6302305; 

a) Is used to enter into a relation- 

ship the principal purpose of which is
to transfer anything of value from the
Federal awarding agency or pass - 
through entity to the non - Federal enti- 
ty to carry out a public purpose au- 
thorized by a law of the United States
see 31 U. S. C. 6101( 3)); and not to ac- 

quire property or services for the Fed- 
eral Government or pass - through enti- 

ty' s direct benefit or use; 
b) Is distinguished from a grant in

that it provides for substantial involve- 

ment between the Federal awarding
agency or piss- through entity and the
non - Federal entity in carrying out the
activity contemplated by the Federal
award. 

c) The term does not include: 

1) A cooperative research and devel- 

opment agreement as defined in 16

U. S.C. 3710a; or

2) An agreement that provides only: 
i) Direct United States Government

cash assistance to an individual; 

ii) A subsidy; 
iii) A loan; 

iv) A loan guarantee; or

v) Insurance. 

200.25 Cooperative audit resolution. 

Cooperative audit resolution means the

use of audit follow -up techniques 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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§200.26

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

partnerships and working ooopera-
tively with' non-Federal entities and
their auditors; and non-Federal enti-
ties and their auditors working coop-
eratively with Federal agencies;
(c) A fooue on current oonditions and

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

priate relief for past noneompfiance
when audits show prompt corrective
aotion has occurred; and
(e) Federal agency leadership sending

a clear message that oontinued failure
to correct conditions identified by au-
dits which are likely to cause improper
payments, fraud, waste, or abuse is un-
acceptable andwill result in sanctdons,

§200.26 Corrective action.
Corrective action means action taken

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

ments; or
(c) Demonstrates that audit findingS

are eIther invalid or do not warrant
auditee action.

§200.27 Cost allocation plan.
Cost allocation plan means central

service cost allooation plan or public
assistance cost allocation plan.

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

tion, aotivity, award, organizational
SUbdivision, contract, 01' work unit for
whioh cost data are desired and for
which provision is made to accumulate
and measure the cost of processes,
products, jobs, capital projects, eto. A
oost objective may be a major function
of the non-Federal entity, a partioular
service or project, a Federal award, or
an indireot (Fao11ities & Administra-
tive (F&A» oost activity, as described
in Subpart E-Oost Prinoiples of this
Part. See also §§200.44Final cost objec-
tive and 200.60Intermediate oost objec-
tive.

§200.~9 Cost sharing or matching,
Cost sharing or matching means the

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

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

ized bY Federal statute). See also
§200.306Cost sharing or matching.

§200.30 Cross-outtdug audit finding.
Cross-cutting audit finding means an

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

§200.31 Disallowed costs.
Disallowed costs means bhose charges

to a Federal award that the Federal
awarding agency or pass-through entd-
ty determines to be unallowable, in ac-
cordance with the applicable Federal
statutes, regulations, or the terms and
oonditions of the Federal award,

§200.32 [Reserved]

§200.33 Equipment.
Equipment means tangible personal

property (including information tech-
nology systems) having a useful life of
more than one year and a per-ani t ao-
quisition oost whioh equals or exceeds
the lesser of the oapitalization level ell-
tabl1shed by the non-Federal entity for
finanoial statement purposes, or $5,000.
See also §§ 200.12Capital assets, 200.20
Computing devices, 200.48General pur-
pose equipment, 200.58 Information
teohnology systems, 200.89Speoial pur-
pose equipment, and 200.94Supplies.

§200.34 Expenditures.
Expenditures means charges made by

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

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

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

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

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

oontributions applied; and
(4) The amount of oash advance pay-

ments and payments made to sub-
recipients.
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a) A strong commitment by Federal
agency and non - Federal entity leader- 
ship to program integrity; 

b) Federal agencies strengthening

partnerships and working coopera- 

tively with' non - Federal entities and
their auditors; and non- Federal enti- 

ties and their auditors working coop- 

eratively with Federal agencies; 
o) A focus on current conditions and

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

priate relief for past noncompliance

when audits show prompt corrective

action has occurred; and
e) Federal agency leadership 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 will result in sanctions. 

200.26 Corrective action. 

Corrective action means action taken

by the auditee that: 
a) Corrects identified deficiencies; 
b) Produces recommended improve- 

ments; or

e) Demonstrates that audit findings
are either invalid or do not warrant
auditee action. 

200.27 Cost allocation plan. 

Cost allocation plan means central

service cost allocation plan or public

assistance cost allocation plan. 

200.28 Cost objective. 

Cost objective means a program, func- 
tion, activity, award, organizational
subdivision, contract, or work unit for
which cost data are desired and for
which provision is made to accumulate

and measure the cost of processes, 

products, jobs, capital projects, etc. A
cost objective may be a 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 § §200. 44 Final cost objec- 

tive and 200. 60 Intermediate cost objec- 

tive. 

200.29 Cost sharing or matching. 

Cost sharing or matching means the
portion of project costs not paid by
Federal funds (unless otherwise author- 
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ized by Federal statute). See also

200. 306 Cost sharing or matching. 

200.30 Crosscutting audit finding. 

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

200.31 Disallowed costs. 

Disallowed costs means those charges

to a Federal award that the Federal
awarding agency or pass - through enti- 
ty determines to be unallowable, in ac- 
cordance with the applicable Federal
statutes, regulations, or the terms and
conditions of the Federal award. 

200.32 [ Reserved] 

200.33 Equipment. 

Equipment means tangible personal

property ( including information tech- 
nology systems) having a useful 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 §§ 200. 12 Capital assets, 200. 20
Computing devices, 200.48 General pur- 
pose equipment, 200. 58 Information

technology systems, 200. 89 Special pur- 
pose equipment, and 200, 94 Supplies. 

200.34 Expenditures. 

Expenditures means charges made by

a non - Federal entity to a project or
program for which a Federal award was

received. 

a) The charges may be reported on a
cash or accrual basis, as long as the
methodology is disclosed and is con- 
sistently applied. 

b) For reports prepared on a cash

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

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

charged; 

3) The value of third -party in -kind
contributions applied; and

4) The amount of cash advance pay- 

ments and payments made to sub - 
recipients. 
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(c) For reports prepared on an ao-
orual basis, expenditures are the Bum
of:
(1) Cash disbursements for direct

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

inourred;
(3) The value of third-party In-kind

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

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

oeived;
(if) Servioes performed by employees,

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

services or performanoe are required
suoh as annuities, insurance claims, or
other benefit payments.

§200.35 Federal agency.
,Federal agency means an "agency" as
defined at 5 U.S.O. 551(l) and further
olarified by 5 U.S.C. 552(f).

§200.36 Federal Audit Clearinghouse
(FAC).

FAC means the olearinghouse des-
ignated by OMB as the repository of
record where non-Federal entities are
required to transmit the reporting
packages required by Subpart F-Audlt
Requirements of this part. The mailing
address of the FAO is Fede1'll.1Audit
Clearinghouse, Bureau of the Census,
1201 E. 10th street, Jeffersonville, IN
47132and the web address is: http://har-
vester.census.govlsacl. Any future up-
dates to the location of the FAC may
be found at the OMBWeb site.

§200.37 Federal awarding agency.
Federal awarding agency means the

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

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

pending on the oontext, in either para-
graph (a) or (b) of this section:
(a)(l) The Federal financial assist-

ance that a non-Federal entity receives
direotly from a Federal awarding agen-
cy or indireotly from a pass-through
entity, as desoribed in §200.101Applioa-
bility; or

§200.40

(2) The cost-reimbursement oontract
under the Federal Acqutsitton Regula-
tions that a non-Federal entity re-
ceives directly from a Federal award-
ing agency 01' indireotly from a pass-
through entity, as desoribed in §200.101
Applicability.
(b) The instrument setting forth the

terms and conditions. The instrument
is the grant agreement, oooperative
agreement, other agreement for assist-
ance oovered in paragraph (b) of §200.40
Federal finanoialassistanoe, or the
cost-reimbursement contract awarded
under the Federal Aoquisition Regula-
tions.
(0) Federal award does not include

other contracts that a Federal agency
uses to buy goods 01' servioes from a
contractor 01' a contraot to operate
Federal Government owned. contractor
operated faoilities (GOODs).
(d) See also definitions of Federal fi-

nancial assistance, grant agreement.
and cooperative agreement.

§200.39 Federal award date.
Federal award date means the date

when the Federal award 1s signed by
the aubhorfzed offioial of the Federal
awarding agency,

§200.40 Federal finaneial assistance.
(a) For grants and cooperative agree-

ments, Federal financial assistance
means asstatanoe that non-Federal en-
tities receive or administer in the form
of:

(1) Grants; ,
(2) Oooperative agreements;
(3) Non-cash contributions or dona-

tions of property (inoluding donated
surplus property);
(4) Direot appropriations;
(5) Food commodities; and
(6) Other financial assistance (except

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

ments of this part, Federal financial as-
sistance also includes assistance that
non-Federal entities receive 01' admin-
ister in the form of:
(1) Loans;
(2) Loan Guarantees;
(3) Interest subsidies; and
(4) Insurance.
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c) For reports prepared on an ac- 

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; and

4) The net increase or decrease in

the amounts owed by the non - Federal
entity for: 

i) Goods and other property re- 
ceived; 

ii) Services performed by employees, 
contractors, subrecipients, and other

payees; and

iii) Programs for which no current

services or performance are required

such as annuities, insurance claims, or
other benefit payments. 

200.35 Federal agency. 

Federal agency means an " agency" as
defined at 5 U. S. C. 551( 1) and further

clarified by 5 U.S. C. 552(f), 

200.36 Federal Audit Clearinghouse
PAC). 

PAC 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 mailing
address of the FAO is Federal Audit
Clearinghouse, Bureau of the Census, 
1201 E. 10th Street, Jeffersonville, IN
47132 and the web address is: http://har- 
vester,census.gov /sac% Any future up- 
dates to the location of the FAC may
be found at the OMB Web site. 

200.37 Federal awarding agency. 

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

200.38 Federal award. 

Federal award has the meaning, de- 
pending on the context, in either para- 
graph (a) or (b) of this section: 

a)( 1) The Federal financial assist- 
ance that a non - Federal entity receives
directly from a Federal awarding agen- 
cy or indirectly from a pass - through
entity, as described in §200. 101 Applica- 
bility; or
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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 §200. 40
Federal financial assistance, or the
cost- reimbursement contract awarded

under the federal Acquisition Regula- 
tions. 

c) Federal award does not include
other contracts that a Federal agency
uses to buy goods or services from a
contractor or a contract to operate
Federal Government owned, contractor

operated facilities (GOCOs). 

d) See also definitions of Federal fi- 
nancial assistance, grant agreement, 

and cooperative agreement. 

200.39 Federal award date. 

Federal award date means the date
when the Federal award is signed by
the authorized official of the Federal
awarding agency. 

200.40 Federal financial assistance. 

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 agreements; 

3) Non -cash contributions or dona- 
tions of property ( including donated
surplus property); 

4) Direct appropriations; 

6) Food commodities; and. 

6) Other financial assistance ( except

assistance listed in paragraph ( b) of
this section). 

b) For Subpart F —Audit Require- 
ments of this part, Federal financial as- 
sistance also includes assistance that
non - Federal entities receive or admin- 
ister in the form of: 

1) 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 as reim-
bursement for services rendered to in-
dividuals as described in §200.502Basis
for determining Federal awards ex-
pended, paragraph (h) and (i) of this
part.

§200.41 Federal interest.
Federal interest means, for purposes of

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

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

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

§200.42 Federal program,
Federal program means:
(a) All Federal awards whioh are as-

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

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

and (b) of this definition, a cluster of
programs. The types of clusters of pro-
grams are:
(1) Research and development (R&D);
(2) Student financial aid (SFA); and
(3) "Other Clusters," as described in

the definition of Cluster of Programs.
[78 FR 78608, Dec. 26, 2018, as amended at 79
FR 75880,Deo. 19, 2014]

§ 200.48 Federal share.
Federal share means the portion of

the total projeot costs that are paid by
Federal funds.

§200.44 Final cost objel.ltive.
Final cost objective means a oost ob-

jective which has allocated to it both
direct and indirect costs and, in the
non-Federal entity's aooumulation sys-
tem, is one of the final aocumulation
points, such as a, partioular award, in-
ternal projeot, or other direct aotivity
of a non-Federal entity. See also

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

§§200.28oost objective and 200.60Inter-
mediate cost objeotive.

§200.45 Fixed amount awards.
Fixed amount awards means a type of

grant agreement under whioh the Fed-
eral awarding agenoy or pass-through
entity provides a specific Ievel of sup-
port without regard to aotual costs in-
curred under the Federal award. This
type of Federal award reduces some of
the administrative burden and record-
keeping requirements for both the non-
Federal entity and Federal awarding
agency or pass-through entity. Ac-
oountability is based primarily on per-
formance and results. See §§200.201Use
of grant agreements (including fixed
amount awards), cooperative agree-
ments, and contracts, paragraph (b)
and 200.332Fixed amount subawards.

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

governmental entity;
(b) A public international organiza-

tion, which is an organization entitled
to enjoy privileges, exemptions, and
immunities as an international organi-
zation under the International Organi-
zations tmmunttree Aot (22 U.S.C. 28B-
28B£); .
(0) An entity owned (in whole or in

part) 01' oontrolled by a, foreign govern-
ment; or
(d) Any other entity consisting whol-

ly 01' partially of one or more foreign
governments or foreign governmental
entities.

§200.47 Foreign organization.
Foreign organization means an entity

that is:
(a) A public 01' private organization

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

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

in a country other than the United
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c) Federal financial assistance does
not include amounts received as reim- 
bursement for services rendered to in- 
dividuals as described in § 200. 502 Basis

for determining Federal awards ex- 
pended, paragraph ( h) and ( i) of this
part. 

200.41 Federal interest. 

Federal interest means, for purposes of

200. 329 Reporting on real property or
when used in connection with the ac- 

quisition or improvement of real prop- 
erty, equipment, or supplies under a
Federal award, the dollar amount that
is the product of the: 

a) Federal share of total project
costs; and

b) Current fair market value of the

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

200.42 Federal program. 

Federal program means: 

a) All Federal awards which are as- 

signed a single number in the CFDA. 

b) When no CFDA number is as- 
signed, all Federal awards to non -Fed- 
eral entities from the same agency
made for the same purpose must be
combined and considered one program. 

c) Notwithstanding paragraphs ( a) 
and ( b) of this definition, a cluster of
programs. The types of clusters of pro- 

grams are: 

1) Research and development (R &D); 
2) Student financial aid ( SFA); and

3) " Other clusters," as described in

the definition of Cluster of Programs, 

78 FR 78608, Dee. 26, 2013, as amended at 79
FR 76880, Dec. 19, 20141

200.45 Federal share. 

Federal share means the portion of

the total project costs that are paid by
Federal funds. 

200.44 Final cost objective. 

Final cost objective means a cost ob- 

jective which has allocated to it both
direct and indirect costs and, in the

non - Federal entity' s accumulation sys- 
tem, is one of the final accumulation
points, such as a particular award, in- 
ternal project, or other direct activity

of a non - Federal entity. See also
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200. 28 Cost objective and 200. 60 Inter- 
mediate cost objective. 

200.45 Fixed amount awards. 

Fixed amount awards means a type of
grant agreement under which the Fed- 

eral awarding agency or pass - through
entity provides a specific level of sup- 
port without regard to actual costs in- 
curred under the Federal award. This
type of Federal award reduces some of
the administrative burden and record - 

keeping requirements for both the non- 
Federal entity and Federal awarding
agency or pass - through entity. Ac- 
countability is based primarily on per- 
formance and results, See § §200. 201 Use

of grant agreements ( including fixed
amount awards), cooperative agree- 

ments, and contracts, paragraph ( b) 
and 200. 332 Fixed amount subawards. 

200.46 Foreign public entity. 

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

governmental entity; 

b) A public international organiza- 
tion, which is an organization entitled

to enjoy privileges, exemptions, and
immunities as an international organi- 

zation under the International Organi- 

zations Immunities Act ( 22 U. S. C. 288 - 
28Bf); 

c) An entity owned ( in whole or in
part) or controlled by a foreign govern- 
ment; or

d) Any other entity consisting whol- 
ly or partially of one or more foreign
governments or foreign governmental
entities. 

200.47 Foreign organization. 

Foreign organization means an entity
that is: 

a) A public or private organization

located in a country other than the
United States and its territories that is
subject to the laws of the country in
which it is located, irrespective of the

citizenship of project staff or place of
performance; 

b) A private nongovernmental orga- 

nization located in a country other
than the United States that solicits
and receives cash contributions from
the general public; 

e) A charitable organization located

in a country other than the United
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States that is nonprofit and tax ex-
empt under the laws of its country of
domicile and operation, and is not a
university, college, accredited degree-
granting' institution of education, pri-
vate foundation, hospital, organization
engaged exclusively in research or soi-
entifio activities, church, synagogue,
mosque 01' other similar entities orga-
nized primarily for religious purposes;
or
(d) An organiaatton located in a

oountry other than the United States
not recognized as a Foreign Public En-
tity.
[78 FR 7860B, Dec. 26, 2013, as amended at 79
FR 76880, Dec. 19, 2014]

§200.48 General purpose equipment.
General purpose equipment means

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

§200.49 Generally Accepted Account·
ing Principles (GAAP).

GAAP has the meaning specified in
aooounting standards issued by the
Government Accounting Stll.ndards
Board (GASB) and the Financial Ac-
counting Standards Board (FASB).

§200.50 Generally Accepted Govern-
ment Auditing Standards (GAGAS).

GAGAS, also known as the Yellow
Book, means generally accepted gov-
ernment auditing standards issued by
the Comptroller General of the United
States, which are applicable to finan-
oial audits.
[78 FR 78608. Dec. 26, 2018, as amended at 79
FR 76880,Dec. 19, 2014]

§200.51 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, oonsistent with 31 U.S.C. 6302,
6304:

~200.54

(a) Is used to enter into a relation-
ship the prinoipal purpose of whioh is
to transfer anything of value from the
Federal awarding agency or pass-
through entity to the non-Federal enti-
ty to cany out a public purpose au-
thorized by a law of the United States
(see ~1 U.S.C. 6101(3»; and not to ac-
quire property 01' services for the Fed-
eral awarding agenoy or pass-through
entity's direct benefit or use;
(b) Is distinguished from a coopera-

tive agreement in that it does not pro-
vide for substantial involvement be-
tween the Federal awarding'agency or
pass-through entity and the non-Fed-
eral entity in carrying out the aotivity
contemplated by the Federal award.
(c) Does not include an agreement

that provides only:
(1) Direot United States Government

cash assistance to an individual;
(2) A subsidy;
(3) A loan;
(4) A loan guarantee; or
(6) Insurance.

§200.52 Hospital.
Hospital means a facility licensed as

a hospital under the law of any state or
a fao11ity operated as a hospital by the
United States, a state, or a subdivision
of a state.

§200.53 Improper payment.
(a) Improper payment means allY pay-

ment that should not have been made
or that was made in an incorrect
amount (including overpayments and
underpayments) under statutory, con-
traotual, administrative, or other le-
gally applioable requirements; and
(b) Improper payment includes any

payment to an ineligible party, any
payment for an ineligible good or SOl'V-

ioe, any duplicate payment, any pay-
ment for a good or servtoe not received
(except for such payments where au-
thorized by law), any payment that
does not account for oredit for applica-
ble discounts, and any payment where
insuffioient or laok of dooumentation
prevents a reviewer from disoerning
whether a payment was proper.

§200.64 Indian tribe (or "federally reo-
ognized Indian tribe").

Indian tribe means any Indian tribe,
band, nation, 01' other organized group
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States that is nonprofit and tax ex- 
empt under the laws of its country of
domicile and operation, and is not a

university, college, accredited degree - 
granting institution of education, pri- 
vate foundation, hospital, organization

engaged exclusively in research or sci- 
entific activities, church, synagogue, 

mosque or other similar entities orga- 

nized primarily for religious purposes; 
or

d) An organization located in a
country other than the United States
not recognized as a Foreign Public En- 
tity. 

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

200.48 General purpose equipment. 

General purpose equipment means
equipment which is not limited to re- 

search, medical, scientific or other

technical activities. Examples include
office equipment and furnishings, mod- 

ular offices, telephone networks, infor- 

mation technology equipment and sys- 
tems, air conditioning equipment, re- 
production and printing equipment, 

and motor vehicles. See also Equip- 
ment and Special Purpose Equipment. 

200.49 Generally Accepted Account- 
ing Principles (GAAP). 

GAAP has the meaning specified in
accounting standards issued by the
Government Accounting Standards

Board ( GASB) and the Financial Ac- 

counting Standards Board (FASB). 

200.60 Generally Accepted Govern- 
ment Auditing Standards (GALAS). 

GAGAS, also known as the Yellow

Book, means generally accepted gov- 
ernment auditing standards issued by
the Comptroller General of the United
States, which are applicable to finan- 
oial audits. 

78 FR 78608. Dec. 26, 2018, as amended at 70
FR 76880, Dec. 19, 2014) 

200.51 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: 
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200.54

a) Is used to enter into a relation- 

ship the principal purpose of which is
to transfer anything of value from the
Federal awarding agency or pass - 
through entity to the non - Federal enti- 
ty to carry out a public purpose au- 
thorized by a law of the United States
see 31 U. S. C. 6101( 3)); and not to ac- 

quire property or services for the Fed- 
eral awarding agency or pass - through
entity' s direct benefit or use; 

b) Is distinguished from a coopera- 
tive agreement in that it does not pro- 
vide for substantial involvement be- 
tween the Federal awarding, agency or
pass - through entity and the non -Fed- 
eral entity in carrying out the activity
contemplated by the Federal award. 

c) Does not include an agreement

that provides only: 
1) Direct United States Government

cash assistance to an individual; 

2) A subsidy; 
3) A loan; 
4) A loan guarantee; or
6) Insurance. 

200.62 Hospital. 

Hospital means a facility licensed as
hospital under the law of any state or
facility operated as a hospital by the

United States, a state, or a subdivision
of a state. 

200.53 Improper payment. 

a) Improper payment means any pay- 
ment that should not have been made

or tbat was made in an incorrect
amount ( including overpayments and
underpayments) under statutory, con- 

tractual, administrative, or other le- 

gally applicable requirements; and
b) Improper payment includes any

payment to an ineligible party, any
payment for an ineligible good or serv- 

ice, any duplicate payment, any pay- 
ment for a good or service not received
except for such payments where au- 

thorized by law), any payment that
does not account for credit for applica- 

ble discounts, and any payment where
insufficient or lack of documentation

prevents a reviewer from discerning
whether a payment was proper. 

200.64 Indian tribe (or " federally rec- 
ognized Indian tribe "). 

Indian tribe means any Indian tribe, 
band, nation, or other organized group
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§200.55

or community, including any Alaska
Native village or regional or village
corporation as defined in or established
pursuant to the Alaska Native Claims
Settlement Act (43 U.S.C. Chapter 33),
which is recognized as eligible for the
special programs and services provided
by the United states to Indians be-
cause of their status as Indians (25
U.S.C. 450b(e». See annually published
Bureau of Indian Afiait's list of Indian
Entities Recognized and Eligible to Re-
oeive Services.

§200.55 Institutions of BJghe:t' Edu·
cation (DIEs).

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

§200.56 Indirect (facilities & adminls-
trative (F&A» costs.

Indirect (F&A) costs means those costs
incurred for a common or joint purpose
benefitting more than one cost objec-
tive, and not readily assignable to the
cost objeotives speoifically benefitted,
without effort disproportionate to the
results achieved. To facilitate equi-
table distribution of indirect expenses
to the cost objectives served, it may be
necessary to 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)

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

dooumentation prepared by a non-Fed-
eral entity to substantiate its request
for the establishment of an Indtrect
oost rate as described in Appendix III
to Part 20(}-Indireot (F&A) Costs Iden-
tifioation and Assignment, and Rate
Determination for Institutions of High-
er Eduoation (IREs) through Appendix
VII to Part 20(}-States and Local Gov-
ernment and Indian Tribe Indirect Oost
Proposals of this parb, and Appendix IX
to Part 200-Hospital Cost Principles.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75880,Dec. 19, 2014]

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

§200.58 Information technology sys·
tems.

Information technology systems means
oomputing devices, ancillary equip-
ment, software, firmware, and similar
procedures, services (Including support
servtces), and related resources. See
also §§ 200.20 Computing devtoes and
200.33Equipment.

§200.59 Intangible property.
Intangible property means property

having no physical existence, suoh as
trademarks, copyrights, patents and
patent applications and property, such
as loans, notes and other debt instru-
ments, lease agreements, stock and
other instruments of property owner-
ship (whether the property is tangible
or intangible).

§200.60 Intermediate cost objective.
Intermediate cost objective means a

cost obfeotdve that is used to aooumu-
late indireot costa or service center
costs that are subsequently allocated
to one or more indirect cost pools or
final cost objeotives. See also §200.28
Cost objeotive and §200.44 Final cost
objeotive.

§200.61 Internal controls.
Internal controls means a process, im-

plemented by a non-Federal entity, de-
signed to provide reasonable assurance
regarding' the aohievement 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
(0) Compliance with applicable laws

and regulations.

, §200.62 Internal control over compli-
ance requirements for Federal
awards.

Internal control over compliance re-
quirements for Federal awards means a
precess implemented by a non-Federal
entity designed to provide reasonable
asauranoe regarding the aohievement
of the following otnecttves for Federal
awards:
(a) Transactions are properly re-

corded and accounted for, in order to:
(1) Permit the preparation of reliable

finanoial statements and Federal re-
ports;
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or community, including any Alaska
Native village or regional or village

corporation as defined in or established
pursuant to the Alaska Native Claims
Settlement Act ( 43 U.S. C. Chapter 33), 
which is recognized as eligible for the
special programs and services provided

by the United States to Indians be- 
cause of their status as Indians ( 26
U. S. C, 480b( e)). See annually published
Bureau of Indian Affairs list of Indian

Entities Recognized and Eligible to Re- 
ceive Services. 

200.55 Institutions of HIg er Edu- 
cation MEMO. 

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

200. 56 Indirect ( facilities & adminis- 

trative (F &A)) costs. 

Indirect (F &A) costs m

incurred for a common

benefitting more than one cost objec- 
tive, and not readily assignable to the
cost objectives specifically benefitted, 
without effort disproportionate to the
results achieved. To facilitate equi- 
table distribution of indirect expenses

to the cost objectives served, it may be

necessary to 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. 

2 CFR Ch. II ( 1 ® 1 - 15 Edition) 

200.58 Information technology sys- 
tems. 

Information technology systems means
computing devices, ancillary equip- 

ment, software, firmware, and similar

procedures, services ( including support
services), and related resources. See
also §§ 200. 20 Computing devices and
200. 33 Equipment. 

200.59 Intangible property. 

Intangible property means property
having no physical existence, such as
trademarks, copyrights, patents and

patent applications and property, such

as loans, notes and other debt instru- 
ments, lease agreements, stock and

other instruments of property owner- 
ship ( whether the property is tangible
or intangible). 

ears those costs § 200.60 Intermediate cost objective. 

or joint purpose Intermediate cost objective mean

78 FR 78606, Dec. 26, 2013, as amended at 79
FR 76880, Dec, 19, 2014] 

200.57 Indirect cost rate proposal. 

Indirect cost rate proposal means the

documentation prepared by a non -Fed- 
eral entity to substantiate its request
for the establishment of an indirect

cost rate as described in Appendix III
to Part 200 — Indirect (F &A) Costs Iden- 
tification and Assignment, and Rate

Determination for Institutions of High- 

er Education ( IHEs) through Appendix
VII to Part 200 — States and Local Gov- 
ernment and Indian Tribe Indirect Cost
Proposals of this part, and Appendix IX
to Part 200 - 1-lospital Cost Principles, 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76800, Dec. 18, 20141
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s a

cost objective that is used to accumu- 
late indirect costs or service 6enter
costs that are subsequently allocated
to one or more indirect cost pools or
final cost objectives, See also § 200.28
Cost objective and § 200. 44 Final cost

obj ective. 

200.61 Internal controls. 

Internal controls means a process, im- 

plemented by a non- Federal entity, de- 
signed to provide reasonable assurance

regarding the achievement of objec- 
tives in the following categories; 

a) Effectiveness and efficiency of op- 
erations; 

b) Reliability of reporting for inter- 
nal and external use; and

c) Compliance with applicable laws
and regulations. 

200.62 Internal control over compli- 
ance requirements for Federal
awards. 

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 achievement
of the following objectives for Federal
awards: 

a) Transactions are properly re- 
corded and accounted for, in order to: 

1) Permit the preparation of reliable

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

(3) Demonstrate compliance with
Federal statutes, regulations, and the
terms and conditions of the Federal
award;

(b) Transactions are executed in com-
pliance with:

(1) Federal statutes, regulations, and
the terms and conditions of the Federal
award that could have a direct and ma-
terial effect on a Federal program; and

(2) Any other Federal statutes and
regulations that are identified in the
Oompliance Supplement; and

(c) Funds, property, and other assets
are safeguarded against loss from un-
authorized use 01' disposition.

§200.63 Loan.
Loan means a Federal loan or loan

guarantee received or administered by
a non-Federal entity, except as used in
the definition of §200.80 Program in-
come.

(a) The term "direct loan" means a
disbursement of funds by the Federal
Government to a non-Federal borrower
under a contract that requires the re-
payment of such funds with or without
interest. The term includes the pur-
chase of, or participation in, a loan
made by another lender and financing
arrangements that defer payment for
more than 90 days, including the sale of
a Federal Government asset on credit
terms. The term does not ·lnclude the
acquisition of a federally guaranteed
loan in satisfaction of default olaims or
the price support loans of the com-
modity Oredit Corporation.

(b) The term "direct loan obligation"
means a binding agreement by a Fed-
eral awarding agency to make a direct
loan when specified conditions are fill-
filled by the borrower.

(c) The term "loan guarantee" means
any Federal Government guarantee, in-
surance, or other pledge with respect
to the payment of all or a part of the
prinoipal or interest on any debt obli-
gation of a non-Federal borrower to a
non-Federal lender, but does not in-
clude the insurance of deposits, shares,
or other withdrawable accounts 1n fi-
nanoial insti tuticns.

(d) The term "loan guarantee com-
mitment" means a binding agreement
by a Federal awarding agenoy to make

§200.67

a loan guarantee when specified condi-
tions are fulfilled by the borrower, the
lender, or any other party to the guar-
antee agreement.

§200.64 Local government.
Local government means any un1t of

government within a state, including a:
(a) County;
(b) Borough:
(c) Municipality;
(d) ottYi
(e) Town;
(f) Township;
(g) Par1sh;
(h) Looal public authority, including

any publio housing agenoy under the
United States Housing Act of 1937;

(i) Bpecial district;
(j) School district;
(k) Intrastate district;
(l) Oouncil of governments. whether

or not incorporated as a nonprofit cor-
poration under state Iaw; and

(m) Any other agency or instrumen-
tality of a mul tt-, regional, or intra-
state or local government.

§200.65 Major program.
Major program means a Federal pro-

gram determined by the auditor to be a
major program in accordance with
§200.518 Major program determination
or a program identified as a major pro-
gram by a Federal awarQ.ing agency or
pass-through entity in accordance with
§200.503 Relation to other audit re-
quirements, paragraph (e).

§200.66 Management decision.
Management decision means the eval-

uation by the Federal awarding agency
or pass-through entity of the audit
findings and corrective actton plan and
the issuanoe of a ,(,{ritten decision to
the auditee as to what oorreotive ac-
tion is necesaary.

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

supplies or services using simplified ao-
qu1sition prooedures, the aggregate
amount of whioh does not exceed the
mtcro-purchase threshold. Micro-pur-
chase procedures oompnse a subset of a
non-Federal entity's small purchase
procedures. The non-Federal entity
uses such procedures in order to expe-
dite the completion of its lowest-dollar
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2) Maintain accountability over as- 
sets; and

3) Demonstrate compliance with

Federal statutes, regulations, and the
terms and conditions of the Federal
award; 

b) Transactions are executed in com- 
pliance with; 

1) Federal statutes, regulations, and

the terms and conditions of the Federal
award that could have a direct and ma- 
terial effect on a Federal program; and

2) Any other Federal statutes and
regulations that are identified in the
Compliance Supplement; and

c) Funds, property, and other assets
are safeguarded against loss from un- 
authorized use or disposition. 

200.63 Loan. 

Loan means a Federal loan or loan
guarantee received or administered by
a non - Federal entity, except as used in
the definition of § 200. 80 Program in- 
come. 

a) The term " direct loan" means a
disbursement of funds by the Federal
Government to a non - Federal borrower
under a contract that requires the re- 

payment of such funds with or without

interest. The term includes the pur- 
chase of, or participation in, a loan
made by another lender and financing
arrangements that defer payment for
more than 90 days, including the sale of
a Federal Government asset on credit
terms. The term does not include the
acquisition of a federally guaranteed
loan in satisfaction of default claims or
the price support loans of the Com- 

modity Credit Corporation. 
b) The term " direct loan obligation" 

means a binding agreement by a Fed- 
eral awarding agency to make a direct
loan when specified conditions are ful- 

filled by the borrower. 
c) The term " loan guarantee" means

any Federal Government guarantee, in- 
surance, or other pledge with respect

to the payment of all or a part of the

principal or interest on any debt obli- 
gation of a non - Federal borrower to a
non - Federal lender, but does not in- 
clude the insurance of deposits, shares, 
or other withdrawable accounts in fi- 
nancial institutions. 

d) The term " loan guarantee com- 

mitment" means a binding agreement
by a Federal awarding agency to make
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a loan guarantee when specified condi- 

tions are fulfilled by the borrower, the
lender, or any other party to the guar- 
antee agreement. 

200.64 Local government, 

Local government means any unit of
government within a state, including a: 

a) County; 
b) Borough; 

c) Municipality; 
d) City; 
e) Town; 

f) Township; 
g) Parish; 
h) 'Local public authority, including

any public housing agency under the
United States Housing Act of 1937; 

1) Special district; 
j) School district; 
k) Intrastate district; 
1) Council of governments, whether

or not incorporated as a nonprofit cor- 
poration under state law; and

m) Any other agency or instrumen- 
tality of a multi -, regional, or intra- 
state or local government. 

200.66 Major program. 

Major program means a Federal pro- 

gram determined by the auditor to be a
major program in accordance with

200. 618 Major program determination
or a program identified as a major pro- 

gram by a Federal awarding agency or
pass - through entity in accordance with

200. 603 Relation to other audit re- 
quirements, paragraph (e). 

200.66 Management decision. 

Management decision means the eval- 

uation by the Federal awarding agency
or pass- through entity of the audit
findings and corrective action plan and

the issuance of a written decision to
the auditee as to what corrective ac- 

tion is necessary. 

200.67 Micro - purchase. 

Micro - purchase means a purchase of

supplies or services using simplified ac- 
quisition procedures, the aggregate

amount of which does not exceed the
micro - purchase threshold. Mioro -pur- 

chase procedures comprise a subset of a

non - Federal entity' s small purchase
procedures. The non- Federal entity
uses such procedures in order to expe- 
dite the completion of its lowest- dollar
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§200.68

small purchase transaotions and mini-
mize the associated administrative
burden and cost. The mioro-purchase
threshold is set by the Federal Acquisi-
tion Regulation at 48 CFR Subpart 2.1
(Definitions). It la$3,OOO except as oth-
erwise discussed in Subpart 2.1 of that
regulation, but this threshold is peri-
odically adjusted for Inflatdon.

§200.68 Modified Total Direct Cost
(MTDC).

MTDO means all direct salaries and
wages, applicable fringe benefits, mate-
rials and supplies, services, travel, and
up to the first $25,000of each subaward
(regardless of the period of perform-
ance of the subawards under the
award). MTDO 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 necessary to avoid a serious in-
equity in the distribution of indirect
costs, and with the approval of the cog-
nizant agency for indireot oosts.
['79 FR 75880, Dec. 19, 2014]

§200.69 Non-Federal entity.
Non-Federal entity means a state,

local government, Indian tribe, institu-
tion of higher education (IRE), 01' non-
profit organization that carries out a
Federal award as a recipient 01' sub-
reoipient.

§200.70 Nonprofit organization.
Nonprofit organization means any 001'-

poratton, trust, association, coopera-
tive, or other organization, not includ-
ing llIEs. that;
(a) Is operated primarily for sci-

entific, educational, service, chari-
table, 01' similar purposes in the public
interest;
(b) Is not organized primarily for

profit; and .
(c) Uses net proceeds to maintain,

improve. or expand the operations of
the organization.

§200:71 Obligations.
When used in connection with a non-

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

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

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

§200.72 Office of Management and
Budget (OMB).

OMB means the Executive Offioe of
the President, Offioe of Management
and Budget.

§ 200.78 Oversight agency for audit.
oversight agency for audit means the

Federal awarding agency that provides
the predominant amount of funding di-
reotly to a non-Federal entity not all-
signed a cognizant agenoy for audit.
When there is no direot funding, the
Federal awarding agency whioh 1s the
predominant source of pass-through
funding must assume the oversight re-
aponsibilities. The duties of the over-
sight agenoy for audit and the process
for any reaesignments are described in
§200.513Responsibilities, paragraph (b).

§200.74 Pass-through entity.
Pass-throuah: entity means a non-Fed-

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

§200.75 Participant support costs.
Participant support costs means direct

oosts for items such as stipends 01' sub-
sistence allowances, travel allowances,
and registration fees paid to or on be-
half of partdotpante 01' tra-inees (but not
employees) in connection with con-
ferenoss, or training projeots.

§200.76 Performance goal.
Performance goal means a target level

of performance expressed as a tangible.
measurable objeotive, against which
actual achievement can be compared,
inoluding a goal expressed as a quan-
titative standard, value, 01' rate. In
some instanoes (e.g., discretionary re-
searoh awards), this may be limited to
the requirement to submit teohnical
performanoe reports (to be evaluated in
accordance with agency polioy).

§200.77 Period of performance.
Period Of performance means the time

during whioh the non-Federal entity
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small purchase transactions and mini- 

mize the associated administrative

burden and cost. The micro- purchase

threshold is set by the Federal Acquisi- 
tion Regulation at 48 CFR Subpart 2. 1
Definitions). It is .$3, 000 except as oth- 

erwise discussed in Subpart 2. 1 of that
regulation, but this threshold is peri- 

odically adjusted for inflation. 

200.68 Modified Total Direct Cost
MTDC). 

MTDC means all direct salaries and

wages, applicable fringe benefits, mate- 
rials and supplies, services, travel, and
up to the first $25, 000 of each subaward
regardless of the period of perform- 

ance of the subawards under the
award). MTDO excludes equipment, 

capital expenditures, oharges 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 necessary 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, 20141

200.60 Non-Federal entity. 

Non - Federal entity means a state, 
local government, Indian tribe, institu- 
tion of higher education ( IHE), or non- 
profit organization that carries out a

Federal award as a recipient or sub - 

recipient. 

200.70 Nonprofit organization. 

Nonprofit organization means any cor- 
poration, trust, association, coopera- 

tive, or other organization, not includ- 

ing Ms, that; 
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 of

the organization. 

200.71 Obligations. 

When used in connection with a non - 

Federal entity' s utilization of funds
under a Federal award, obligations
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2 CFR Ch. II ( 1 - 1 - 15 Edition) 

means orders placed for property and
services, contracts and subawards

made, and similar. transactions during
a given period that require payment by
the non - Federal entity during the same
or a future period. 

200.72 Office of Management and
Budget (OMB). 

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

200.73 Oversight agency for audit. 

Oversight agency for audit means the
Federal awarding agency that provides
the predominant amount of funding di- 
rectly to a non - Federal entity not as- 
signed a cognizant agency for audit. 
When there is no direct funding, the
Federal awarding agency which is the
predominant source of pass - through

funding must assume the oversight re- 
sponsibilities. The duties of the over- 

sight agency for audit and the process
for any reassignments are described in

200. 513 Responsibilities, paragraph ( b). 

200.74 Pass-through entity. 

Pass- through entity means a non -Fed- 
eral entity that provides a subaward to
a subrecipient to carry out part of a
Federal program. 

200.75 Participant support costs. 

Participant support costs means direct
costs for items such as stipends or sub- 
sistence allowances, travel allowances, 

and registration fees paid to or on be- 
half of partioipants or trainees (but not
employees) in connection with oon- 

ferences, or training projects. 

200.76 Performance goaL

Performance goal means a target level
of performance expressed as a tangible, 
measurable objective, against which

actual achievement can be compared, 

Including a goal expressed as a quan- 
titative standard, value, or rate. In

some instances ( e. g., discretionary re- 
search awards), this may be limited to
the requirement to submit technical
performance reports (to be evaluated in
accordance with 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 obUgations to carry out
the work authorized under the Federal
award. The Federal awarding agency or
pass-through entity must include start
and end dates of the period of perform-
ance in the Federal award (Bee§§200.210
Information oontained in a Federal
award paragraph (a)(5) and 200.331Re-
quirements for pass-through entities,
paragraph (a)(l)(iv».

§200.78 Personal property.
Personal property means property

other than real property. It may be
tangible, having phys~cal existenoe, or
intangible.

§200.79 Personally Identifiable Infur-
mation (PlI), .

PII means information tbat can be
used to distinguish or trace an individ-
ual's identity, either alone or when
combined with other personal or iden-
tifying information that is linked or
linkable to a specific individual. Some
information that is considered to be
PII is available in public sources such
as telephone books, public Web sites,
and university Itsttnga. This type of in-
formation is considered to be Public
PH and includes, for example, first and
last name, address, work telephone
number, email address, borne telephone
number, and general eduoational cre-
dentials. The definition of PIT is not
anchored to any single category of in-
formation or technology. Rather, it re-
quires a case-by-case assessment of the
speoifio risk that an individual can be
identified. Non-PIT can beoome PIT
whenever addi"tional information is
made publicly available, in any me-
dium and from any source, that, when
combined with other available infor-
mation, could be used to identify an in-
dividual.

§200.80 Program income.
Program income means gross income

earned by the non-Federal entity that
is direotly generated by a supported ac-
tivity or earned as a result of the Fed-
eral award during the period of per-
formance except as provided in §200.307
paragraph (f). (See §200.77 Period of
perrcrmance.) Program income in-
eludes but is not limited to income
from fees for servioes performed. the
use or rental or real or personal prop-

§200.84

erty acquired under Federal awards,
the sale of commodities or items fab-
rioated under a Federal award, lioense
fees and royalties on patents and copy-
rights, and prinoipal and interest on
loans made with Federal award funds.
Interest earned on advances of Federal
funds is not program income. Except as
otherwise provided In Federal statutes,
regulations, or the terms and condi-
tions of the Federal award, program in-
come does not Include rebates, credits.
dtscounts, and interest earned on any
of them. See also §200.407Prior written
approval (prior approval). See also 35
U.S.O. 200-212 "DispoSition of Rights in
Educational Awards" applies to inven-
tions made under Federal awards.
[78 FR 78608. Dec. 26, 2013, as amended at 79
FR 758BO,Dec. 19, 2014)

§200.81 Property.
Property means real property or per-

sonal property;

§200.62 Protected Personally Identlfi-
able Information (Protected PlI)'

Protected PII means an individual's
first name or first Initial and last name
in combination with anyone or more
of types of information, including, but
not limited to, sooial security number,
passport number, credit card numbers.
clearances, bank numbers, biometrics,
date and place of birth, mother's maid-
en name, criminal, medioal and finan-
cial records, eduoational transcripts.
This does not include PI! that is re-
quired by law to be disclosed. (See also
§200.79 Personally Identifiable Informa-
tion (PIT».

§200.63 Project cost.
Project cost means total allowable

oosts incurred under a Federal award
and all required cost sharing and vol-
untary committed cost sharing, molud-
ing third-party contributions.

§200.84 Questioned cost,
Questioned cost means a cost that is

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

01' possible violation of a statute, regu-
lation, or the terms and conditions of a
Federal award, including for funds used
to match F'eder'al funds;
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may incur new obligations to carry out
the work authorized under the Federal

award, The Federal awarding agency or
Pass- through entity must include start
and end dates of the period of perform- 

ance in the Federal award ( see § §200. 210
Information contained in a Federal
award paragraph ( a)( 5) and 200. 331 Re- 
quirements for pass - through entities, 

paragraph ( a)( 1)( 1v)). 

240.78 Personal property. 
Personal property means property

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

200.79 Personally Identifiable Infor. 
mation (Pll[). 

PII means information that can be
used to distinguish or trace an individ- 

ual' s identity, either alone or when
combined with other personal or iden- 

tifying information that is linked or
linkable to a specific individual. Some
Information that is considered to be

PH is available in public sources such
as telephone books, public Web sites, 

and university listings. This type of in- 
formation is considered to be Public

PII and includes, for example, first and
last name, address, work telephone
number, email address, home telephone
number, and general educational cre- 

dentials. The definition of PH is not

anchored to any single category of in- 
formation or technology. Rather, it re- 
quires a case -by -case assessment of the
specific risk that an individual can be

identified. Non-PH can become PH

whenever additional information is

made publicly available, in any me- 
dium and from any source, that, when
combined with other available infor- 

mation, could be used to identify an in- 
dividual. 

200.80 Program income. 

Program income means gross income

earned by the non - Federal entity that
Is directly generated by a supported ac- 
tivity or earned as a result of the Fed- 
eral award during the period of per- 
formance except as provided in §200.307
paragraph ( f). ( See § 200. 77 Period of

performance.) Program income in- 

cludes but is not limited to income
from fees for services performed, the
use or rental or real or personal prop- 
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1i

erty acquired under Federal awards, 
the sale of commodities or items fab- 
ricated under a Federal award, license

fees and royalties on patents and copy- 
rights, and principal and interest on
loans made with Federal award funds. 
Interest earned on advances of Federal

funds is not program income. Except as
otherwise provided in Federal statutes, 

regulations, or the terms and condi- 

tions of the Federal award, program in- 
come does not include rebates, credits, 

discounts, and interest earned on any
of them. See also § 200. 407 Prior written
approval ( prior approval). See also 35

U. S. C. 200 -212 " Disposition of Rights in
Educational Awards" applies to inven- 

tions made under Federal awards. 

78 FR 78606, Dec. 26, 2013, as amended at 79
FR 75880, Dec, 19, 20141

200.81 Property. 

Property means real property or per- 
sonal property. 

200.82 Protected Personally Identifi- 
able Information (Protected PM. 

Protected PH means an individual' s
first name or first initial and last name

in combination with any one or more
of types of information, including, but
not limited to, social security number, 
passport number, credit carol numbers, 

cleaxanoes, bank numbers, biometrics, 
date and place of birth, mother' s maid- 
en name, criminal, medical and finan- 
cial records, educational transcripts, 

This does not include PIT that is re- 

quired by law to be disclosed. ( See also
200. 79 Personally Identifiable Informa- 

tion (PH)). 

200.83 Project cost. 

Project cost means total allowable
costs incurred under a Federal award

and all required cost sharing and vol- 

untary committed cost sharing, includ- 

ing third -party contributions. 

200,84 Questioned cost. 

Questioned cost means a cost that is

questioned by the auditor because of an
audit finding: 

a) Which resulted from a violation
or possible violation of a statute, regu- 

lation, or the terms and conditions of a

Federal award, including for funds used
to match Federal funds; 
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§200.85

(b) Where the costa, at the time of
the audit, are not supported by ade-
quate dooumentation; or

(0) Where the costs inourred appear
unreasonable and do not refleot the ac-
tions a prudent person would take in
the oiroumstances.

§200.85 Rew properly.
Real property means land, including

land improvements, struotures and ap-
purtenances thereto, but exoludes
moveable machinery and equipment.

§200.86 Recipient.
Recipient means a non-Federal entity

that reoetves a Federal award direotly
from a Federal awarding agency to
oarry out an aotivity under a Federal
program. The term recipient does not
include subreoipients. See also §200.69
Non-Federal entity.

§200.87 Research and Development
(R&D).

R&D means all research aotivities,
both basio and applied, and all develop-
ment aotivities that are performed by
non-Federal entities. The term re-
search also includes aotivities involv-
ing the training of individuals in re-
search techniques where such activtttea
utilize the same faoilities as other re-
search and development acbivitdes and
where such activities are not included
in the Inatructdon funotion.

"Researoh" is defined as a system-
atic study directed toward fuller sct-:
entific knowledge or understanding of
the subject studied. "Development" is
the syetematio use of knowledge and
understanding gained from researoh dt-
reoted toward the produotion of useful
materials, devices, systems, or meth-
ods, inoluding design and development
of prototypes and processes.

§200.88 Simplifiell acquisition thresh-
old.

Simplified aoquisition threshold means
the dollar amount below whioh a non-
Federal entity may purchase property
or services using small purchase meth-
ods. Non-Federal entities adopt small
purchase prooedures in order to expe-
dite the purchase of items costing less
than the simplified aoquisttton thresh-
old. The simplified acquisition thresh-
old is set by the Federal Acquisltdon

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

Regulation at 48CFR Subpart 2.1 (Defi-
nitions) and in aoeordanoe with 41
U.S.C. 1908. As of .the publioation of
this part, the simplified acquisition
threshold is $150,000,but this threshold
is periodically adjusted for inflation.
(Also see definition of §200.67Micro-
purchase.)

§200.89 Special purpose equipment.
Special purpose equipment means

equipment which is used only for re-
search, medical, soientific, 01' other
technical activities. Examples of spe-
oial pv,rpose equipment include micro-
soopea, x-ray maohines, surglcal instru-
ments, and speotrometers. See also
§§200.33Equipment and 200.48General
purpose equipnient.

§200.90 State.
State means any state of the United

Sta.tes, the Distriot of Columbia, the
Commonwealth of Puerto Rioo, U.S.
Virgin Islands, Guam, Amerioan
Samoa, the Oommonwealth of the
Northern Mariana Islands, and any
agenoy or instrumentality thereof ex-
elusive of local governments.
[76 FR 76608. Dec. 26. 2013. all amended at 79
FR 75680.Dec. 19, 2014]

§200.91 Student Financial Aid (SFA).
SF A means Federal awards under

those programs of general student as-
sistance, such as those authorized by
Title IV of the Higher Eduoation Aot of
1965.as amended, (20U.S.C. 107Q-1099d),
whioh are administered by the U.S. De-
partment of Education, and similar
programs provided by other Federal
agenotee. It does not include Federal
awards under programs that provide
fellowships or similar Federal awards
to students on a competitive basis, or
for specified studies or research.

§200.92 Subaward.
Subaward means an award provided

by a pass-through entity to a sub-
reoipient for the subreoipient to oarry
out part of a Federal award received by
the pass-through entity. It does not in-
elude payments to a contractor or pay-
ments to an individual that is a bene-
fiolary of a Federal program. A
subaward may be provided through any
form of legal agreement, Including an
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200.85

b) Where the costs, at the time of
the audit, are not supported by ade- 
quate documentation; or

c) Where the costs incurred appear
unreasonable and do not reflect the ac- 
tions a prudent person would take in
the circumstances. 

200.85 Real property. 

Real property means land, including
land improvements, structures and ap- 
purtenances thereto, but excludes

moveable machinery and equipment. 

200.86 Recipient, 

Recipient means a non - Federal entity
that receives a Federal award directly
from a Federal awarding agency to
carry out an activity under a Federal
program. The term recipient does not
include subreoipients. See also § 200. 69
Non - Federal entity. 

200.87 Research and Development
R &D). 

R &D means all research activities, 

both basic and applied, and all develop- 
ment activities that are performed by
non - Federal entities. The term re- 
search also includes activities involv- 

ing the training of individuals in re- 
search techniques where such activities
utilize 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 processes, 

200.88 Simplified acquisition thresh- 
old. 

Simplified acquisition. threshold means
the dollar amount below which a non- 

Federal entity may purchase property
or services using small purchase meth- 
ods. Non - Federal entities adopt small
purchase procedures in order to expe- 
dite the purchase of items costing less
than the simplified acquisition thresh- 
old. The simplified acquisition thresh- 
old is set by the Federal Acquisition

92

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

Regulation at 48 CPR Subpart 2. 1 ( Defi- 
nitions) and in accordance with 41
U.S. C. 1908, As of the publication of

this part, the simplified acquisition

threshold is $150, 000, but this threshold
is periodically adjusted for inflation. 
Also see definition of § 200. 67 Micro - 

purchase.) 

200.89 Special purpose equipment. 

Special purpose equipment means

equipment which is used only for re- 
search, medical, scientific, or other

technical activities. Examples of spe- 

cial purpose equipment include micro- 

scopes, x -ray machines, surgical instru- 
ments, and spectrometers. See also

200, 33 Equipment and 200.48 General
purpose equipment. 

200.90 State. 

State means any state of the United
States, the District of Columbia, the

Commonwealth of Puerto Rico, U,S. 
Virgin Islands, Guam, American

Samoa, the Commonwealth of the
Northern Mariana Islands, and any

agency or instrumentality thereof ex- 
clusive of local governments. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76890, Dec. 19, 2014] 

200.91 Student Financial Aid (SPA). 

SFA means Federal awards under
those programs of general student as- 

sistance, such as those authorized by
Title IV of the Higher Education Act of
1965, as amended, ( 20 U. S. C. 1070- 1099d), 

which are administered by the U. S. De- 
partment of Education, and similar

programs provided by other Federal
agencies. It does not include Federal
awards under programs that provide
fellowships or similar Federal awards
to students on a competitive basis, or
for specified studies or research. 

200.92 Subaward, 

Subaward means an award provided

by a pass- through entity to a sub - 
recipient for the subrecipient to carry
out part of a Federal award received by
the pass- through entity. It does not in- 
clude payments to a contractor or pay- 
ments to an individual that is a bene- 
ficiary of a Federal program. A

Subaward may be provided through any
form of legal agreement, including an
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agreement that the pass-through enti-
ty oonsiders a contract.

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

tity that receives a subaward from a
pass-through entity to carrv out part
of a Federal program; but does not in-
elude an individual that is a bene-
fioiary of such program. A subreoipient
may also be a recipient of other Fed-
eral awards directly from a Federal
awarding agenoy.

§200.94 Supplies.
Suppltes means all tangible personal

property other than those desoribed in
§200.33 Equipment. A oomputing device
is a supply if the aoqutartton cost is
less than the lesser of the capitaliza-
tion level established by the non-Fed-
eral entity for finanoial statement pur-
poses or $5,000, regardless of the length
of its useful1ife. See also §§200.20 Com-
puting devices and 200.33 Equipment.

§200.95 Termination.
Termination means the ending of a

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

§.200.96 Third·party in.kind eonteibu-
tions.

Third-party in-kind oontributions
means the value of non-cash contribu-
tions (1.e., property or servioes) that-
(a) Benefit a federally assisted

project 01' program; and
(b) Are oontributed by non-Federal

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

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

nancial reports prepared on a cash
basis, obligations Incurred by the non-
Federal entity that have not been patd
(liquidated). For reports prepared on an
accrual expenditure baeis, these are ob-
Ugations incurred by the non-Federal
entity for whioh an expenditure has
not been recorded.

§200.98 Unobligated balance.
Unobligated balance means the

amount of funds under a Federal award
that the non-Federal entity has not ob-
ligated. The amount is computed by

§200. 100

subtraoting the oumulative amount of
the non-Federal entity's .unliquidated
obligations and expenditures of funds
under the Federal award from the cu-
mulative amount of the funds that the
Federal awarding agenoy or pass-
through entity authorized the non-Fed-
eral entity to obligate.

~200.99 Voluntary committed cost
sharing.

Voluntary committed cost sharing
means cost sharing specifioally pledged
on a voluntary basis in the proposal's
budget or the Federal award on the
part of the non-Federal entity and that
becomes a binding requirement of Fed-
eral award.

Subpart B-General Provisions
§.200.100 Purpose.
(a)(l) This part eetabltshes -uniform

administrative requirements, cost
principles, and audit requirements for
Federal awards to non-Federal entities,
as desoribed in §200;101 Applioability.
Federal awarding agencies must not
impose additional or inoonsistent re-
quirements, except as provided in
§§ 200.102 Exceptions and 200.210 Infor-
mation contained in a Federal award,
01' unless speoifioally required by Fed-
eral statute, regulation, or Exeoutive
Order.
(2) This part provides the basis for a

systematio and periodio oolleotion and
uniform submission by Federal agen-
oies of information on all Federal fi-
nancial assistance programs to the Of-
fice of Management and Budget (OMB).
It also establishes Federal polioies re-
lated to the delivery of this informa-
tion to the public, inoluding through
the use of eleotronio media. It pre-
soribes the manner in whioh General
Servioes Administration (GSA), OMB,
and Federal agenoies that administer
Federal financial assistance programs
are to carry out their statutory respon-
sibilities under the Federal Program
Information Aot (31 U.S.C. 6101..{l106).
(b) Administrative requirements. Sub-

parts B through D of this part set forth
the uniform administrative require-
ments for grant and cooperative agree-
menta, including the requirements for
Federal awarding agency management
of Federal grant programs before the

93
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agreement that the pass- through enti- 

ty considers a contract. 

200.93 Subrecipient. 

Subrecipient means a non - Federal en- 

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

200.94 Supplies. 

Supplies means all tangible personal

property other than those described in
200. 33 Equipment. A computing device

is a supply if the acquisition cost is
less than the lesser of the capitaliza- 

tion level established by the non -Fed- 
eral entity for financial statement pur- 
poses or $6, 000, regardless of the length
of its useful life. See also 0200.20 Com- 

puting devices and 200. 33 Equipment. 

200.95 Termination. 

Termination means the ending of a
Federal award, in whole or in part at

any time prior to the planned end of
period of performance. 

200.96 Third -party in -kind contribu- 
tions. 

Third -party to -kind contributions

means the value of non -cash contribu- 

tions ( i.e., property or services) that — 
a) Benefit a federally assisted

project or program; and

b) Are oontributed by non - Federal
third parties, without charge, to a non - 

Federal entity under a Federal award. 

200.97 Unliquidated obligations. 

Unliquidated obligations means, for fi- 
nancial reports prepared on a cash
basis, obligations incurred by the non - 

Federal entity that have not been paid
liquidated). For reports prepared on an

accrual expenditure basis, these are ob- 

ligations incurred by the non - Federal
entity for which an expenditure has
not been recorded. 

200.98 Unobligated balance. 

Unobligated balance means the

amount of funds under a Federal award
that the non - Federal entity has not ob- 
ligated. The amount is computed by
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subtracting the cumulative amount of
the non - Federal entity' s unliquidated
obligations and expenditures of funds
under the Federal award from the cu- 
mulative amount of the funds that the
Federal awarding agency or pass - 
through entity authorized the non -Fed- 
eral entity to obligate. 

0 200.99 Voluntary committed cost

sharing. 

Voluntary committed cost sharing

means cost sharing specifically pledged

on a voluntary basis in the proposal' s
budget or the Federal award on the
part of the non - Federal entity and that
becomes a binding requirement of Fed- 
eral award. 

Subpart B— General Provisions

200.100 Purpose. 

a)( 1) This part establishes uniform
administrative requirements, cost

principles, and audit requirements for
Federal awards to non - Federal entities, 

as described in § 200, 101 Applicability. 
Federal awarding agencies must not
impose additional or inconsistent re- 
quirements, except as provided in

200. 102 Exceptions and 200. 210 Infor- 
mation contained in a Federal award, 

or unless specifically required by Fed- 
eral statute, regulation, or Executive
Order. 

2) This part provides the basis for a
systematic and periodic collection and

uniform submission by Federal agen- 
cies of information on all Federal fi- 
nancial assistance programs to the Of- 
fice of Management and Budget (OMB). 
It also establishes Federal policies re- 
lated to the delivery of this informa- 
tion to the public, including through
the use of electronic media. It pre- 

scribes the manner in which General
Services Administration ( GSA), OMB, 

and Federal agencies that administer
Federal financial assistance programs

are to carry out their statutory respon- 
sibilities under the Federal Program
Information Act (3l U. S. C. 6101- 6106). 

b) Administrative requirements. Sub- 
parts B through D of this part set forth
the uniform administrative require- 

ments for grant and cooperative agree- 

ments, including the requirements for
Federal awarding agency management
of Federal grant programs before the
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§200.101

Federal award has been made, ano. the
requirements Federal awarding agen-
cies may impose on non-Federal enti-
ties in the Federal award.
(c) Cost Principles. Subpart E-Cost

Prinoiples of this part establishes prin-
ciples for determining the allowable
costs incurred by non-Federal entities
under Federal awards. TheprincipJes
are for the purpose of cost determina-
tion and are not intended to identify
the oiroumstanoes or diotate the extent
of Federal Government participation in
the finanoing of a partioular program
or projeot. The principles are designed
to provide that Federal awards bear
their fair share of cost recognized
under these principles except where re-
strioted 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, (31 U.S.C. 7501-7507). It
sets forth standards for obtaining oon-
sistenoy and uniformity among Federal
agencies for the audit of non-Federal
entities expending Federal awards.
These provisions also provide the poli-
oies and procedures for Federal award-
ing agencies and pass-through entities
when usiJ;1gthe results of these audits.
(e) For OMB guidance to Federal

awarding agenctes on Challenges and
Prizes, please see M-IQ-ll Guidance on
the Use of Ohallenges and Prizes to

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

Promote Open Government, issued
Maroh B, 2010, or its successor.

§200.101 Applicability.
(a) General applicability to Pedero;

agencies. The requirements established
in this part apply to Federal agencies
that make Federal awards to non-Fed-
era! entities. These requirements are
applicable to all costs related to Fed-
eral awards.
(b)(1) Applicability to different types of

Federal awards. The following table de-
scribes what portions of this part apply
to which types of Federal awards. The
terms and conditions of Federal awards
(including this parb) flow down to sub-
awards to subreotpients 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
oomply with requirements in this part
regardless of whether the non-Federal
entity is a reoipient or suhrecipient of
a Federal award. Pass-through entities
must comply with the requirements de-
scribed in Subpart D-Post Federal
Award Requirements of this part,
§§200.830 Subrecipient and contractor
determinations through 200.332 Fixed
amount Subawards, but not any re-
quirements in this part direoted to-
wards Federal awarding agencies un-
less the requirements of this part or
the terms and conditions of the Federal
award indioate otherwise.
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200. 101

Federal award has been made, and the
requirements Federal awarding agen- 

cies may impose on non - Federal enti- 
ties in the Federal award. 

e) Cost Principles, Subpart E-- Cost
Principles of this part establishes prin- 

ciples for determining the allowable
costs incurred by non - Federal entities
under Federal awards. The principles
are for the purpose of cost determina- 
tion and are not intended to identify
the circumstances or dictate the extent
of Federal Government participation in

the financing of a particular program
or project. The principles are designed
to provide that Federal awards bear
their fair share of cost recognized

under these principles except where re- 

stricted or prohibited by statute. 
d) Single Audit 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, ( 31 U. S. O. 7501- 7507), it
sets forth standards for obtaining con- 
sistency and uniformity among Federal
agencies for the audit of non - Federal
entities expending Federal awards. 
These provisions also provide the poli- 
cies and procedures for Federal award- 

ing agencies and pass- through entities
when using the results of these audits. 

e) For OMB guidance to Federal

awarding agencies on Challenges and
Prizes, please see M -10- 11 Guidance on
the Use of Challenges and Prizes to
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Promote Open Government, issued

March 8, 2010, or its successor. 

200.101 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 entities. These requirements are
applicable to all costs related to Fed- 
eral awards. 

b)( 1) Applicability to different types of
Federal awards. The following table de- 
scribes what portions of this part apply
to which types of Federal awards. The
terms and conditions of Federal awards

including this part) flow down to sub - 
awards to subreoipients 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 subrecipient of
a Federal award. Pass - through entities

must comply with the requirements de- 
scribed in Subpart D —Post Federal
Award Requirements of this part, 

200. 330 Subrecipient and contractor
determinations through 200. 332 Fixed

amount Subawards, but not any re- 
quirements in this part directed to- 

wards Federal awarding agencies un- 
less the requirements of this part or
the terms and conditions of the Federal
award indicate otherwise. 
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(2) Federal award of cost-reimbursement
contract under the FAR to a nOll-Federal
entity. When a non-Federal entity is
awarded a cost-reimbursement con-
tract, only Subpart D-Post Federal
Award Requirements of this part,
§§ 200.330 Subrecipient and contractor
determinations through 200.332Fixed
amount Subawards (in addition to any
FAR related requirements for
subaward monitoring), Subpart E-
Cost Principles of this part and Sub-
part F-Audit Requirements of this

part are incorporated by reference into
the contract. However. when the Cost
Accounting Btandards (CAS) are appli-
cable to the contract, they take prece-
dence over the requirements of this
part except for Subpart F-Audit Re-
quirements of this part when they are
in oonfliot. In addition, costs that are
made unallowable under 10 U.S.C.
2324(e)and 41U.S.C. 4304(a)as described
in the FAR subpart 31.2 and subpart
31.603are always unallowabJe. For re-
quirements other than those covered in
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2) Federal award of cost - reimbursement
contract under the FAR to a non - Federal

entity. When a non = Federal entity is
awarded a cost- reimbursement con- 

tract, only Subpart 13 —Post Federal
Award Requirements of this part, 

200.330 Subrecipient and contractor
determinations through 200. 332 Fixed

amount Subawards ( in addition to any
FAR related requirements for

subaward monitoring), Subpart E - 

Cost Principles of this part and Sub- 

part F —Audit Requirements of this
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part are incorporated by reference into
the contract. However, when the Cost

Accounting Standards ( CAS) are appli- 
cable to the contract, they take prece- 
dence over the requirements of this
part except for Subpart F —Audit Re- 
quirements of this part when they are
in conflict. In addition, costs that are

made unallowable under 10 U. S. C. 
2324( e) and 41 U.S. C. 4304( a) as described

in the FAR subpart 31. 2 and subpart

31, 603 are always unallowable. For re- 
quirements other than those covered in
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§200.101

Subpart D-Post Federal Award Re-
quirements of this part, §§200.330Sub-
recipient and contractor determina-
tions through 200.332 Fixed amount
Subawards, Subpart E-Oost Pr1nciples
of this part and Subpart F-Audit Re-
quirements of this part, the terms of
the contract and the FAR apply.

(3)With the exception of Subpart F-
Audit Requirements of this part, whioh
is required by the Single Audit Aot, in
any otroumebancea 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 Aot
(ISDEAA), as amended, 25 U.S.C 450-
458ddd-2.

(c) Federal awarding agencies may
apply subparts A through E of this part
to for-profit entities, foreign public en-
tities, or foreign organizations, except
where the Federal awarding agency de-
termines that the appltcatdon of these
subparts would be inconsistent with
the international obligations of the
United States or the statutes or regu-
lations of a foreign government.

(d) Except for §200.202Requirement
to provide public notice of Federal fi-
nancial assisbanoe 'programs and
§§ 200.330Subreoipient and contractor
determinations through 200.332Fixed
amount Subawards of Subpart D-Post
Federal Award Requirements of this
part, the requirements in Subpart 0-
Pre-Federal Award Requirements and,
Oontents of Federal Awards, Subpa,rt
D-Post Federal Award Requirements
of this part, and Subpart E-Oost Prin-
ciples of this part do not apply to the
following programs:

(1) The block grant awards author-
ized by the Omnibus Budget Reconcili-
ation Act of 1981(including Community
Services, except to the extent that the
cost and accounting standards of OMB
apply to subrectpients of Community
Services Block Grant funds pursuant to
42U.S.C. 9916{a)(1)(B);

(2) Federal awards to local education
agencies under 20 U.S.C. 7702-7703b,
(portions or the Impact Aid program);

(3) Payments under the Department
of Veterans Affairs' State Home Per
Diem Program (3B'U.S.C.1741);and

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

(4) Federal awards authorized under
the Ohild Oare and Development Block
Grant Act of 1990.as amended:

(i) Child Oare and Development Block
Grant (42U.S.C. 985B)

(11)Child Care Mandatory and Match-
ing Funds of the Child Care and Devel-
opment Fund (42U.S.O. 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 Oontents of Federal
Awards of this part does not apply to
the following programs:

(1) Entitlement Federal awards to
carry out the following programs of the
Sooial Seouri ty Act:

(i) Temporary Assistanoe to Needy
Families (title IV-A of the Sooial seou-
rity Act, 42U.S.O. 601-619);

(11) Child Support Enforcement and
Establishment of Paternity (title IV-D
of the Socia] Security Act, 42 U.S.C.
651-669b);

(iii) Foster Oare and Adoption Assist-
ance (title IV-E of the Act, 42 U.S.C.
67(}"'s79c);

(iv) Aid to the Aged, Blind. and Dis-
abled (titles I, X, XIV, and XVI-AABD
of the Aot, as amended);

(v) Medioal Assistance (Medicaid)
(title XIX of the Act, 42 U.S.C. 1396-
1396w-li)not including the State Med-
icaid Fraud Control program author-
ized by section 1903{a)(6)(B)of the So-
cial Security Act (42 U.S.C.
1396b{a)(6)(B);and

(vi) Ohildren's Health Insurance Pro-
gram (title XXI of the Act, 42 U.S.C.

,1397aa-1397mm).
(2) A Federal award for an experi-

mental, pilot, or demonstration project
that is also supported by a Federal
award listed in paragraph (e)(I) of this
section;

(3) Federal awards under subsection
412(e) of the Immigration and Nation-
ality Aot and subsection 501(a) of the
Refugee Education Asstetance Act of
1980(Pub. L. 96-422,94 Stat. 1809), for
cash aesfsbanoe, medical asstsbance,
and supplemental security income ben-
efits to refugees and entrants and the
administrative costs of providing the
asstsbanoe and benefits (8 U.S.C.
1522(e));
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Subpart D -- Post Federal Award Re- 

quirements of this part, § §200. 330 Sub - 

recipient and contractor determina- 
tions through 200. 332 Fixed amount

Subawards, Subpart E—Cost Principles
of this part and Subpart F —Audit Re- 
quirements of this part, the terms of
the contract and the FAR apply. 

3) With the exception of Subpart F— 

Audit Requirements of this part, which

is required by the Single Audit Act, in
any circumstances where the provi- 
sions of Federal statutes or regulations

differ from the provisions of this part, 
the provision of the Federal statutes or
regulations govern. This includes, for
agreements with Indian tribes, the pro- 
visions of the Indian Self- Determina- 
tion and Education and Assistance Act
ISDEAA), as amended, 25 U. S. 0 450 - 

468ddd- 2. 

c) Federal awarding agencies may
apply subparts A through E of this part
to for- profit entities, foreign public en- 
tities, or foreign organizations, 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. 202 Requirement

to provide public notice of Federal fi- 
nancial assistance programs and

200. 330 Subrecipient and contractor
determinations through 200.332 Fixed

amount Subawards of Subpart D —Post
Federal Award Requirements of this
part, the requirements in Subpart C- 
Pre- Federal Award Requirements and
Contents of Federal Awards, Subpart

D—Post Federal Award Requirements
of this part, and Subpart E —Cost Prin- 

ciples of this part do not apply to the
following programs: 

1) The block grant awards author- 

ized by the Omnibus Budget Reconcili- 
ation Act of 1981 ( including Community
Services, except to the extent that the

cost and accounting standards of OMB
apply to subrecipients of Community
Services Block Grant funds pursuant to
42 U. S. C. 9916( a)( 1)( B); 

2) Federal awards to local education

agencies under 20 U.S. C. 7702- 7703b, 
portions of the Impact Aid program); 

3) Payments under the Department
of Veterans Affairs' State Home Per
Diem Program (38 U. S. C. 1741); and
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4) Federal awards authorized under
the Child Care and Development Block
Grant Act of 1990, as amended: 

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

ii) Child Care Mandatory and Match- 
ing Funds of the Child Care and Devel- 
opment Fund (42 U. S. C. 9858) 

e) Except for § 200. 202 Requirement

to provide public notice of Federal fi- 

nancial assistance programs the guid- 

ance in Subpart C— Pre- Federal Award
Requirements and Contents of Federal
Awards of this part does not apply to
the following programs: 

1) Entitlement Federal awards to

carry out the following programs of the
Social Security Act: 

i) Temporary Assistance to Needy
Families ( title TV- A of the Social Secu- 
rity Act, 42 U,S. C. 60119); 

ii) Child Support Enforcement and

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

iii) Foster Care and Adoption Assist- 
ance ( title IV -E of the Act, 42 U. S. C. 
670- 679c); 

iv) Aid to the Aged, Blind, and Dis- 
abled ( titles I, X, XIV, and XVI -AABD
of the Act, as amended); 

v) Medical Assistance ( Medicaid) 

title XIX of the Act, 42 U. S. C. 1396 - 
1396w- 6) not including the State Med- 
icaid Fraud Control program author- 

ized by section 1903( a)( 6)( B) of the So- 
oial Security Act ( 42 U. S. C. 

1396b( a)(6)( 11)); and

vi) Children' s Health Insurance Pro- 
gram ( title XXI of the Act, 42 U. S. C. 
1397aa- 1397mm). 

2) A Federal award for an experi- 
mental, pilot, or demonstration project

that . is also supported by a Federal
award listed in paragraph ( e)( 1) 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
1980 ( Pub. L. 961122, 94 Stat. 1809), for
cash assistance, medical assistance, 

and supplemental security income ben- 
efits to refugees and entrants and the

administrative costs of providing the
assistance and benefits ( 8 U.S. C. 

1522( e)); 
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(4) Entitlement awards under the fol-
lowing programs of The National
School Lunch Aot:
(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) Speoial Meal Assistanoe (seotion

11of the Aot, 42tr.s.o. 1769a),
(iv) Summer Food Servioe Program

for Children (seotion 13 of the Aot, 42
U.S.C. 1761),and
(v) Child and Adult Care Food Pro-

gram (seotion 17 of the Act, 42 U.S.C.
1766).
(5) Entitlement awards under the Iol-

lowing programs of The Child Nutri-
tion Aot of 1966:
(i) Speoial Milk Program (seotion 3 of

the Act, 42U.S.C. 1772),
(ii) Sohool Breakfast Program (sec-

tion 4 of the Aot, 42U.S.O. 1773),and
(iii) State Administrative Expenses

(seotion 7 of the Aot, 42 U.S.C. seotion
1776).
(6) Entitlement awards for State Ad-

ministrative Expenses under The Food
and Nutrition Aot of 2008(section 16 of
the Aot, 7U.S.C. 2026).
(7) Non-disoretionary Federal awards

under the following non-entitlement
programs:
(i) Special Supplemental Nutrition

Program for Women, Infants and Chil-
dren (seotion 17 of the Child Nutrition
Act of 1966)42u.s.c. section 1786;

(11) The Emergency Food Asststance
Programs (Emergenoy Food Assistanoe
Aot of 1983)7 U.S.C. seotion 7501note;
and
(iii) Commodity Supplemental Food

Program (section 5 of the Agriculture
and Consumer Protection Aot of 1973)7
U.S.C. seotion 612cnote.
[76 FR 76606,Dec. 26, 2013, as amended at 79
FR 75880,Deo, 19, 2014)

§200.102 Exceptions.
(a) With the exoeption of Subpart F-

Audit Requirements of this part, OMB
may allow 'exceptions for classes of
Federal awards or non-Federal entities
subject to the requirements of this part
when exoeptione are not prohibited by
statute. However, in the interest of
maximum uniformity, exoeptions from
the requirements of this part will be
permitted only in unusual oir-
oumatanoes. Exoeptions for olasses of

§200.103

Federal awards or non-Federal entities
will be published on the OMBWeb site
at www.whitehouse.govlomb.

(b) Exoeptions on a case-bv-oase basis
for individual non-Federal entities may
be authorized by the Federal awarding
agenoy or cognizant agency for indireot
costs, except where otherwise required
by law 01' where OMBor other approval
is expressly required by this part.
(0) The Federal awarding agenoy may

apply more restriotive requirements to
a class of Federal awards or noneFed-
eral entities when approved by OMB, or
when, required by Federal statutes or
regulations, except for the require-
ments in Subpart F-Audit Require-
ments of this part. A Federal awarding
agency may apply Iess restrtcttve re-
quirements when making fixed amount
awards as defined in Subpart ~Acro-
nvms and Definitions of this part, ex-
cept for those requirements imposed by
statute or in Subpart F-Audlt Re-
quirements of this part.
(d) On a case-by-case basis, OMBwill

approve new strategies for Federal
awards when proposed by the Federal
awarding agency in accordance with
OMB guidance (such as M-13-17) to de-
velop additional evidence relevant to
addressing important policy ohallenges
or to promote cost-effeotiveness in and
across Federal programs. Proposals
may draw on the innovative program
designs discussed in M-13-17 to expand
or improve the use of effeotive prac-
tices in delivering Federal finanoial as-
sistance while also encouraging inno-
vatdon in service delivery. Proposals
submitted to OMB in accordance with
M-18-17may include requests to waive
requirements other than those in Sub-
part F-Audit Requirements of this
part. .
[78 FR 78608,Dec. 26. 2013, as amended at 79
FR 75801, Dec. 19, 2014)

§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
Ohief Financial Officers Act, Funotions
of the Deputy Director for Manage-
ment), 31 U.S.O. 1111(Improving Eoon-
omy and Effioienoy of the United
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4) Entitlement awards under the fol- 

lowing programs of The National
School Lunch Act: 

i) National School Lunch Program
section 4 of the Act, 42 U. S. C. 1753), 

ii) Commodity Assistance ( section 6
of the Act, 42 U. S. C. 1755), 

iii) Special Meal Assistance ( section

11 of the Act, 42 U. S. C. 1759a), 
iv) Summer Food Service Program

for Children ( section 13 of the Act, 42

U.S. C. 1761), and
v) Child and Adult Care Food Pro- 

gram ( section 17 of the Act, 42 U.S. C. 

1766). 

5) Entitlement awards under the fol- 

lowing programs of The Child Nutri- 
tion Act of 1966: 

1) Special Milk Program (section 3 of

the Act, 42 U. S. C, 1772), 
ii) School Breakfast Program ( sec- 

tion 4 of the Act, 42 U. S. C. 1773), and
iii) State Administrative Expenses

section 7 of the Act, 42 U. S. C. section
1776). 

6) Entitlement awards for State Ad- 
ministrative Expenses under The Food
and Nutrition Act of 2008 ( section 16 of
the Act, 7 U. S. C. 2025). 

7) Non - discretionary Federal awards
under the following non - entitlement
Programs: 

i) Special Supplemental Nutrition

Program for Women, Infants and Chil- 
dren ( section 17 of the Child Nutrition
Act of 1966) 42 U. S. C. section 1786; 

ii) The Emergency Food Assistance
Programs (Emergency Food Assistance
Act of 1983) 7 U. S. C. section 7501 note; 
and

iii) Commodity Supplemental Food
Program ( section 5 of the Agriculture
and Consumer Protection Act of 1973) 7

U. S. C. section 612c note. 

76 FR 78608, Dec. 26, 2013, as amended at 79
FR 75880, Dec. 19, 2014) 

200. 102 Exceptions. 

a) With the exception of Subpart P— 
Audit Requirements of this part, OMB

may allow exceptions for classes of
Federal awards or non - Federal entities

subject to the requirements of this part
when exceptions are not prohibited by
statute. However, in the interest of

maximum uniformity, exceptions from
the requirements of this part will be
permitted only in unusual oir- 

cumstances. Exceptions for classes of

97

Pederal awards or non - Federal entities
will be published on the OMB Web site

at www. whitehouse.gov/omb. 

b) Exceptions on a case -by -case basis
for individual non - Federal entities may
be authorized by the Federal awarding
agency or cognizant agency for indirect
costs, except where otherwise required

by law or where OMB or other approval
Is expressly required by this part. 

e) The Federal awarding agency may
apply more restrictive requirements to
a class of Federal awards or non -Fed- 

eral entities when approved by OMB, or
when, required by Federal statutes or
regulations, except for the require- 
ments in Subpart F —Audit Require- 
ments of this part. A Federal awarding
agency may apply less restrictive re- 
quirements when making fixed amount
awards as defined in Subpart A —Acro- 
nyms and Definitions of this part, ex- 
cept for those requirements imposed by
statute or in Subpart F —Audit Re- 
quirements of this part. 

d) On a case -by -case basis, OMB will
approve new strategies for Federal

awards when proposed by the Federal
awarding agency in accordance with
OMB guidance ( such as M- 13- 17) to de- 

velop additional evidence relevant to
addressing important policy challenges
or to promote cost- effectiveness in and

across Federal programs, Proposals

may draw on the innovative program
designs discussed in M -13- 17 to expand
or improve the use of effective prac- 
tices in delivering Federal financial as- 
sistance while also encouraging inno- 
vation in service delivery. Proposals
submitted to OMB in accordance with

M -13- 17 may include requests to waive
requirements other than those in Sub- 

part F —Audit Requirements of this
part. 

78 FR 78608, Dec. 26, 2013, as amended at 79

FR 15801, Dec. 19, 20141

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 31 U. S. C. 503 ( the
Chief Financial Officers Act, Functions

of the Deputy Director for Manage- 
ment), 31 U. S. C. 1111 ( Improving Econ- 
omy and Efficiency of the United
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§200.104

States Government), 41U.S.O. 1101-1131
(the Office of Federal Proourement
Polioy Act), Reorganization Plan No.2
of 1970, and Exeoutive Order 11541
("Presoribing the Duties of the Office
of Management and Budget and the Do-
mestic Policy Oounoil in the Executive
Office of the President"), the Single
Audit Act Amendments of 1996, (31
U.S.C. 7601-7607),as well as The Federal
Program Information Act (Public Law
95-220and Public Law 98-169,as amend-
ed, codified at 31U.S.O. 6101-6106).
(b) Subpart E-Cost Principles of this

part 1s authorized under the Budget
and Acoounting Act of 1921,as amend-
ed; the Budget and Accounting Proce-
dures Aot of 1950,as amended (31P.S.C.
1101-1125);the Ohief Financial Officers
Aot of 1990(31 U.S.O. 503---604);Reorga-
nization Plan No.2 of 1970;and Execu-
tive Order No. 11641,"Prescribing the
Duties of the Office of Management
and Budget and 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. 7601-7607).

§.200.104 Supersession.
As described in §200.110Effective/ap-

plicability date, this part supersedes
the following OMBguidance doouments
and regulations under T'itle 2 of the
Code of Federal.Regulations:
(a) A-21, "Cost Principles for Edu-

oational Institutions" (2 CFR part 220);
(b) A-87, "Cost Prinoiples for State,

Local and Indian Tribal Governments"
(2 CFR part 226)and also FEDERALREG-
ISTER notice 51FR 552(January 6, 19B6);
(c) A-89, "Federal Domestic Assist-

ance Program Information";
(d) A-102, "Grant Awards and Cooper-

ative Agreements with State and Local
Governments";
(e) A-110, "Uniform Administrative

Requirements for Awards and Other
Agreements with Institutions of Higher
Eduoation, Hospitals, and Other Non-
profit Organizations" (codified at 2
CFR 216);
(f) A-122, "Cost Principles for Non-

Profit Organizations" (2 OFR part 230);
(g) A-133, "Audits of States, Looal

Gover:pments and Non-Profit Organiza-
tions "; and .

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

(h) Those seotions of A-50 related to
audits performed under Subpart F-
Audit Requirements of tWs part.
['78FR 78608, Dec. 26, 2013. as amendedat 79
FR 76862,Dec. 19, 2014]

§ .200.105 Effect on other issuances.
For Federal awards subject to this

part, all administrative requirements,
program manuals, handbooks and other
non-regulatory materials that are in-
consistent With the requirements of
this part must be superseded upon im-
plementation of this part by the Fed-
eral agency, except to the extent they
are required by statute or authorized
in accordance with the provisions in
§200.102Exceptions.

§ .200.106 Agency implementation.
The speoific requirements and re-

sponsibilities of Federal agenciea and
non-Federal entities are Bet forth in
this part. Federal agencies making
Federal awards to non-Federal entities
must implement the language in the
Subpart C-Pre-Federal Award Re-
quirements and Contents of Federal
Awards of this part through Subpart
F-Audit Requirements of this part in
codified regulations unless different
provisions are required by Federal stat-
ute or are approved by OMB.

§200.107 OMBresponsibilities.
OMBwill review Federal agency reg-

ulations and implementation of this
part, and will provide interpretations
of policy requirements and assietanoe
to ensure effective and efficient imple-
mentation. Any exoepttons will be sub-
jeot to approval by OMB. Exceptions
will only be made in partioular cases
where adequate justification is pre-
sented.

§200.108 Inquiries.
Inquiries conoerning this part may be

directed to the Office of Federal Finan-
oial Management Office of Manage-
ment and Budget, in Washington, DC.
Non-Federal entities' inquiries should
be addressed to the Federal awarding
agency, cognizant agency for indirect
costs, cognizant or oversight agency
for audit, or pass-through entity as ap-
propriate.
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States Government), 41 U.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 Management and Budget and the Do- 

mestic Policy Council in the Executive
Office of the President "), the Single

Audit Act Amendments of 1996, ( 31

U. S. C. 7601 - 7507), as well as The Federal
Program Information Act (Public Law

95- 220 and Public Law 98 -169, as amend- 
ed, codified at 31 U.S. C. 61014106). 

b) Subpart E —Cost Principles of this
mart is authorized under the Budget

and Accounting Act of 1921, as amend- 
ed; the Budget and Accounting Proce- 
dures Act of 1950, as amended ( 31 U. S. C. 
1101 - 1125); the Chief Financial Officers
Act of 1990 ( 31 U. S. C. 603 -504); Reorga- 
nization Plan No, 2 of 1970; and Execu- 
tive Order No. 11541, " Prescribing the
Duties of the Office of Management
and Budget and the Domestic Policy
Council in the Executive Office of the
President." 

c) Subpart F —Audit Requirements
of this part is authorized under the
Single Audit Act Amendments of 1996, 
31 U. S. C. 7601 - 7607). 

200.104 Supersession. 

As described in §200. 110 Effectivelap- 
plicability date, this part supersedes
the following OMB guidance documents
and regulations under Title 2 of the
Code of Federal Regulations: 

a) A -21, " Cost Principles for Edu- 
cational Institutions" ( 2 CFR part 220); 

b) A- 87, " Cost Principles for State, 
Local and Indian Tribal Governments" 
2 CFR part 225) and also FEDERAL REG- 

ISTE, R notice 51 FR 552 ( January 6, 1986); 
o) A49, " Federal Domestic Assist- 

ance Program Information "; 

d) A -102, " Grant Awards and Cooper- 
ative Agreements with State and Local
Governments "; 

e) A -110, " Uniform Administrative

Requirements for Awards and Other

Agreements with Institutions of Higher

Education, Hospitals, and Other Non- 
profit Organizations" ( codified at 2

CFR 215); 

f) A -122, " Cost Principles for Non - 

Profit Organizations" ( 2 CFR part 230); 

g) A -133, " Audits of States, Local

Goverpments and Non - Profit Organiza- 

tions "; and

98

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

h) Those sections of A -60 related to
audits performed under Subpart F— 
Audit Requirements of this part. 

78 FR 78608, Dee. 26, 2013, as amended at 79
FR 76862, Dee. 19, 20141

200.106 Effect on other issuances. 

For Federal awards subject to this
part, all administrative requirements, 

program manuals, handbooks and other

non - regulatory materials that are in- 
consistent with the requirements of
this part must be superseded upon im- 
plementation of this part by the Fed- 
eral agency, except to the extent they
are required by statute or authorized
In accordance with the provisions in

200. 102 Exceptions. 

200.106 Agency implementation. 

The specific requirements and re- 

sponsibilities of Federal agencies and

non - Federal entities are set forth in
this part. Federal agencies making
Federal awards to non - Federal entities
must implement the language in the
Subpart C —Pre- Federal Award Re- 
quirements and Contents of Federal
Awards of this part through Subpart
F —Audit Requirements of this part in
codified regulations unless different
provisions are required by Federal stat- 
ute or are approved by OMB. 

200.107 OMB responsibilities. 

OMB will review Federal agency reg- 
ulations and implementation of this
part, and will provide interpretations

of policy requirements and assistance
to ensure effective and efficient imple- 
mentation. Any exceptions will be sub- 
ject to approval by OMB. Exceptions
will only be made in particular cases
where adequate justification is pre- 
sented. 

200.108 Inquiries. 

Inquiries concerning this part may be
directed to the Office of Federal Finan- 

cial Management Office of Manage- 

ment and Budget, in Washington, DC. 
Non - Federal entities' inquiries should
be addressed to the Federal awarding
agency, cognizant agency for indirect
costs, cognizant or oversight agency

for audit, or pass - through entity as ap- 
propriate. 
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OMB Guidance

§200.109 Review date.
OMB will review this part at least

every five years after December 26,
2013.

§200.110 Effective/applicability date.
(a) The standards set forth in this

part whioh affect administrati,on of
Federal awards issued by Federal
awarding agencies become effeotive
once implemented by Federal awarding
agencies 01' when any future amend-
ment to this part becomes final. Fed-
eral awarding agencies must imple-
ment the policiss 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 §§200.317-200.326, non-Fed-
eral entities may continue to comply
with the procurement standards in pre-
vious OMB guidance (superseded by
this part as described in § 200.104) for
one additional fiscal year after thIs
part goes into effeot. If a non-Federal
entity chooses to use the previous pro-
ourernent standards for an additional
fiscal year before adopting the prooUre-
ment standards in this part, the non-
Federal entity must document this de-
ctsion in their internal proourement
polioies.

(b) The standards set forth in Sub-
part F-Audit Requirements of this
part and any other standards which
apply direotly to Federal agenoies w1ll
be effeotive December 26, 2013 and w111
apply to audits of fisoal years begin-
ning on or after December 26. 2014.

[78 FR 78606, Dec. 26. 2013. as amended at 79
FR 76882, Pee. 19, 2014]

§ 200.111 English language.
(a) All Federal finanoial asslatance

announcements and Federal award in-
formation must be in the English lan-
guage. Applioations must be submitted
in the English language and must be in
the terms of U.S. dollars. If the Federal
awarding agenoy receives applioations
in another currency, .the Federal
awarding agency will evaluate the ap-
plioation by converting the foreign our-
rency to United States currency using
the date spaciried for receipt of the ap-
plioation.

§200.200

(b) Non-Federal entities may trans-
late the Federal award and other doou-
ments into another language. In the
event of inconsistency between any
terms and oonditions of the Federal
award and any translation into another
language, the English language mean-
ing will control. Where a signifioant
portion of the non-Federal entity's em-
ployees who are working on the Fed-
eral award are not fluent in English,
the non-Federal, entity must provide
the Federal award in English and the
languagers) with whioh employees are
more familiar.

§200.112 Conflict of interest.
The Federal awarding agency must

establish confliot of interest poltotes
for Federal awards. The non-Federal
entity must disclose in writing any po-
tential conflfct of interest to the Fed-
eral awarding agenoy or pass-through
entity. in accordance with applioable
Federal awarding agency polioy.

§200.113 Mandatory disclosures.
The non-Federal entity or applioant

for a Federal award must disclose, in a
timely manner, in writing to the Fed·
eral awarding agency or pass-through
entity all violations of Federal orimi-
nal law Invnlving fraud, bribery, or
gratuity violations potentially affect-
ing the Federal award. Failure to make
required disclosures can result in any
of the remedies desoribed in § 200.338
Remedies for noncompltanoe, including
suspension or debarment. (See also 2
CFR part 180and 31 U.S.C. 3321).

Subp(:Irt C-Pre-Federal Award
Requirements and Contents of
FederalAwards

§200.200 Purpose.
(a) Seotions 200.201 Use of grant;

agreements (including fixed amount
awards), oooperative agreements, and
oontraots through 200.208 Certifioations
and representations prescribe Instruo-
tions and other pre-award matters to
be used in the announcement and appli-
oation process.

(b) Use of §§ 200.203 Notioes of funding
opportunities, 200.204 Federal awarding'
agency review of merit of proposals,
200.205 Federal awarding agenoy review

99
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200,109 Review date. 

OMB will review this part at least

every five years after December 26, 
2013, 

200.110 Effective /applicability date. 
a) The standards set forth in this

part which affect administration of

Federal awards issued by Federal
awarding agencies become effective
once implemented by Federal awarding
agencies or when any future amend- 
ment to this part becomes final. Fed- 

eral awarding agencies muet 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. 326, non -Fed- 

eral entities may continue to comply
with the procurement standards in pre- 

vious OMB guidance ( superseded by
this part as described in § 200. 104) for

one additional fiscal year after this
part goes into effect, if a non - Federal

entity chooses to use the previous pro - 
ourement standards for an additional

fiscal year before adopting the procure- 
ment standards in this part, the non - 

Federal entity must document this de- 
cision in their internal procurement
policies. 

b) The standards set forth in Sub- 
part F —Audit Requirements of this

part and any other standards which

apply directly to Federal agencies will
be effective December 26, 2013 and will

apply to audits of fiscal years begin- 
ning on or after December 26, 2014, 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76882, Dec. 19, 2014] 

200.111 English language. 

a) All Federal financial assistance

announcements and Federal award in- 
formation must be in the English lan- 
guage. Applications must be submitted

in the English language and must be in

the terms of U. S. dollars, If the Federal

awarding agency receives applications

In another currency, the Federal

awarding agency will evaluate the ap- 
plication by converting the foreign cur- 
rency to United States currency using
the date specified for receipt of the ap- 
plication. 

99

b) Non - Federal entities may trans- 
late the Federal award and other docu- 

ments into another language, In the

event of inconsistency between any
terms and conditions of the Federal

award and any translation into another
language, the English language mean- 

ing will control, Where a significant
portion of the non - Federal entity' s em- 
ployees who are working on the Fed- 
eral award are not fluent in English, 

the non - Federal, entity must provide
the Federal award in English and the
language(s) with which employees are
more familiar. 

200.112 Conflict of interest. 

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 disclosures. 

The non - Federal entity or applicant
for a Federal award must disclose, in a

timely manner, in writing to the Fed- 
eral awarding agency or pass - through
entity all violations of Federal crimi- 
nal law involving fraud, bribery, or
gratuity violations potentially affect- 
ing the Federal award. Failure to make
required disclosures can result in any
of the remedies described in § 200. 838

Remedies for noncompliance, including
suspension or debarment. ( See also 2

CFR part 180 and 31 U.S. C. 3321). 

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

200.200 Purpose. 

a) Sections 200. 201 Use of grant

agreements ( including fixed amount
awards), cooperative agreements, and

contracts through 200. 208 Certifications
and representations prescribe instruc- 

tions and other pre -award matters to
be used in the announcement and appli- 

cation process. 

b) Use of §§ 200, 203 Notices of funding
opportunities, 200. 204 Federal awarding
agency review of merit of proposals, 

200. 205 Federal awarding agency review
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§200.201

of risk posed by appltcante, and 200.207
Specific conditions, is required only for
competitive Federal awards, but may
also be used by the Federal awarding
agency for non-competitive awards
where appropriate or where required by
Federal statute.
('78 FR ?8608. Dec. 26, 2013, as amended at ?9
FR ?6882,Dec. 19, 2014]

§200.201 Use of grant agreements (in-
cluding fixed amount awards), co-
operative agreements, and con-
tracts.

(a) 'I'he F'ederal awarding agency or
pass-through entity must decide on the
appropriate instrument for the Federal
award (i.e., grant agreement, coopera-
tive agreement, or oontract) in accord-
ance with the Federal Grant and Coop-
erative Agreement Act (31U.S.C. 6301-
08).
(b) Fixed Amount Awards. In addi-

tion to the options described in para-
graph (a) of this section, Federal
awarding agencies, or pass-through en-
tities as permitted in §200.332Fixed
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 using the cost principles (or
other pricing information) as a guide.
The Federal awarding agency or pass-
through entity may use fixed amount
awards if the project scope is speoific
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 whioh the
Federal award may be paid include, but
are not limited to:
(1) In several partial payments, the

amount of each agreed upon in ad-
vance, and the "milestone" or event
triggering the payment also agreed
upon in advance, and set forth in the
Federal award;

2 CFR en, II (1-1-15 Edition)

(11)On a unit price basis, for a de-
fined unit 01' units, at a defined price or
prices, agreed to in advance of perform-
ance of the Federal award and set forth
in the Federal award; or,
(iii) In one payment at Federal award

completion.
(2) A fixed amount award cannot be

used in programs whloh require manda-
tory cost sharing 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 carried out, the amount of the Fed-
eral award must be adjusted.
(4) Periodic reports may be estab-

lished for each Federal award.
(5) Changes in principal investigator,

project leader, project partner, or scope
of effort must receive the prior written
approval of the Federal awarding agen-
cy or pass-through entity.
['78 FR 78608, Dec. 26, 2013, as amended at 79
FR ?6662,Dec. 19, 2014]

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

(a) The Federal awarding' agency
must notify the public of Federal pro-
grams in the Catalog of Federal Do-
mestic Assistance (CFDA), maintained
by the General Services Administra-
tion (GSA):
(1) The CFDA, or any OMB-des-

ignated replacement, is the single, au-
thoritative, governmentwide com-
prehensive source of Federal financial
assistance program information pro-
duced by the executive branch of the
Federal Government.
(2) The information that the Federal

awarding agenoy must submit to GSA
for approval by OMB is listed in para-
graph (b) of this section. GSA must
prescribe the format for the submis-
sion.
(3)The Federal awarding agency may

not award Federal financial assistanoe
without assigning it to a program that
has been included in the CFDA as re-
quired in this section unless there are
exigent ciroumstanoes requiring other-
wise, such as timing requirements im-
posed by statute.
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200.201

of risk posed by applicants, and 200, 207
Specific conditions, is required only for
competitive Federal awards, but may
also be used by the Federal awarding
agency for non - competitive awards
where appropriate or where required by
Federal statute. 

L78 FR 78608, Dec. 26, 2013, as amended at 70
FR 75882, Dec. 19, 7014] 

200.201 Use of grant agreements ( in- 
eluding fixed amount awards), co- 
operative agreements, and con- 

tracts. 

a) The Federal awarding agency or
pass- through entity must decide on the
appropriate instrument for the Federal
award ( i.e., grant agreement, coopera- 
tive agreement, or contract) in accord- 
ance with the Federal Grant and Coop- 
erative Agreement Act (31 U.S. C. 6301- 
03). 

b) Fixed Amount Awards. In addi- 
tion to the options described in para- 
graph ( a) of this section, Federal

awarding agencies, or pass - through en- 
tities as permitted in § 200. 332 Fixed
amount subawards, may use fixed
amount awards ( see § 200. 45 Fixed

amount awards) to which the following
conditions apply: 

1) The Federal award amount is ne- 

gotiated using the cost principles ( or
other pricing information) as a guide. 
The Federal awarding agency or pass - 
through entity may use fixed amount
awards if the project scope 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 limited to: 

1) In several partial payments, the
amount of each agreed upon in ad- 
vance, and the " milestone" or event

triggering the payment also agreed
upon in advance, and set forth in the

Federal award; 

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

11) On a unit price basis, for a de- 
fined unit or units, at a defined price or

prices, agreed to in advance of perform- 
ance of the Federal award and set forth
In the Federal award; or, 

iii) In one payment at Federal award

completion. 

2) A fixed amount award cannot be
used in programs which require manda- 

tory cost sharing or match. 
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 carried out, the amount of the Fed- 
eral award must be adjusted. 

4) Periodic reports may be estab- 
lished for each Federal award. 

5) Changes in principal investigator, 
project leader, project partner, or scope

of effort must receive the prior written
approval of the Federal awarding agen- 
cy or pass - through entity. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76002, Dec. 19, 20141

200.202 Requirement to provide pub- 
lic notice of Federal financial as- 
sistance programs. 

a) The Federal awarding agency
must notify the public of Federal pro- 
grams in the Catalog of Federal Do- 
mestic Assistance ( CFDA), maintained

by the General Services Administra- 
tion (GSA): 

1) the CFDA, or any OMB -des- 
ignated replacement, is the single, au- 

thoritative, governmentwide com- 

prehensive source of Federal financial
assistance program information pro- 

duced by the executive branch of the
Federal Government. 

2) The information that the Federal

awarding agency must submit to GSA
for approval by OMB is listed in para- 
graph ( b) of this section. GSA must
prescribe the format for the submis- 

sion, 

3) The Federal awarding agency may
not award Federal financial assistance

without assigning it to a program that
has been included in the CFDA as re- 
quired in this section unless there are

exigent circumstances requiring other- 

wise, such as timing requirements im- 
posed by statute. 
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OMB Guidance

(b) For each program that awards
disoretionary Federal awards, non-dis-
cretronarv Federal awards,' loans, in-
surance, or any other type of Federal
finanoial assistance, the Federal
awarding agency must submit the fol-
lowing information to GSA:
(1) Program Desoription,' Purpose,

Goals and Measurement. A brief sum-
mary of the statutory or regulatory re-
quirements of the program and its in-
tended outoome. Where appropriate,
the Program Deaortption, Purpose,
Goals, and Measurement should align
with the strategic goals and objectives
within the Federal awarding agenoy's
performance plan and should support
the Federal a,warding asencv's per-
formance measurement, management,
and reporting as required by Part 6 of
OMBCircular A-ll;
(2) Identification of whether the pro-

gram makes Federal awards on a dis-
oretionary basis 01' the Federal awards
are presoribed by Federal statute, such
as in the case of formula grants.
(3) Projeoted total amount of funds

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

Funds: The statutory authority for
funding the program and, to the extent
possible, agenoy, sub-agency, or, if
known, the specific program uni t that
will issue the Federal awards, and asso-
elated funding identifier (e.g., 'I'reasury
Account Symbol(s»;
(5) General Eligibility Requirements:

The statutory, regulatory or other e11-
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.

§200.208 Notices of funding opportuni-
ties.'

For competitive grants and coopera-
tive agreements, the Federal awarding
agenoy must announce specific funding
opportunities by providing the fol-
lowing information in a public notice:

(a) Summary Information in Notices 0/
Funding Opportunities. The Federal

§200.203

awarding agency must display the fol-
lowing information posted on the OMB-
destgnated governmentwide Web site
for finding and applying for Federal fi-
nancial assistance, in a location pre-
ceding the full text of the announce-
ment:
(1) Federal Awarding Agenoy Name;
(2) Funding Opportunity Title;
(3) Announoement Type (whether the

funding opportunity is the initial an-
nounoement of this- funding oppor-
tunity or a modification of a pre-
viously announced opportunity);
(4) Funding Opportunity Number (re-

quired, if applicable), If the Federal
awarding agenoy has assigned or will
assign a number to the funding oppor-
tunity announcement, this number
must be provided;
(5) Catalog of Federal Financial As-

sistance (OFDA)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-
tiona. For any announcement issued
before a program's application mate-
rials arauvadlable, key dates also in-
clude the date on whioh those mate-
rials will be released; and any other ad-
ditional information, as deemed appli-
cable by the relevant Federal awarding
agency,
(b) The Federal awarding agency

must generally make all funding op-
portunities - available for applioation
for at least 60 calendar days. The Fed-
eral awarding agenoy may make a de-
termination to have a less than 60 cal-
endar day availability period but no
funding opportunity should be avail-
able for less than 30 calendar days un-
less exigent olroumstanoes require as
determined by the Federal awarding
agency head or delegate.

(c) Full Text of Funding Opportunities.
The Federal awarding agency must in-
elude the following information in the
full text of each funding opportunity.
For speoific instructions on the con-
tent required in this section, rerer to
Appendix I to Part 200-Full Text of
Notice of Funding Opportunity to this
part.
(1) Full programmatic description of

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

cluding sufficient information to help
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b) For each program that awards

discretionary Federal awards, non -dis- 
cretionary Federal awards,, loans, in- 
surance, or any other type of Federal
financial assistance, the Federal

awarding agency must submit the fol- 
lowing information to GSA: 

1) Program Description, Purpose, 

Goals and Measurement. A brief sum- 

mary of the statutory or regulatory re- 
quirements of the program and its in- 

tended outcome. Where appropriate, 
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
OMB Circular A -11; 

2) Identification of whether the pro- 
gram makes Federal awards on a dis- 

oretionary basis or the Federal awards
are prescribed by Federal statute, such
as in the case of formula grants. 

3) Projected total amount of funds

available for the program. Estimates

based on previous year funding are ac- 
ceptable if current appropriations are
not available at the time of the sub- 

mission; 

4) Anticipated Source of Available

Funds: The statutory authority for
funding the program and, to the extent
possible, agency, sub - agenoy, or, if

known, the specific program unit that
will issue the Federal awards, and asso- 

ciated funding identifier (e. g., Treasury
Account Symbol(s)); 

5) General Eligibility Requirements: 
The statutory, regulatory or other eli- 
gibility factors or considerations that
determine the applicant' s qualification
for Federal awards under the program

e. g,, type of non - Federal entity); and
6) Applicability of Single Audit Re- 

quirements as required by Subpart F— 
Audit Requirements of this part. 

200.203 Notices of funding opportuni- 
ties.' 

For competitive grants and coopera- 

tive agreements, the Federal awarding
agency must announce specific funding
opportunities by providing the fol- 
lowing information in a public notice: 

a) Summary Information in Notices of
Funding Opportunities. The Federal

awarding agency must display the fol- 
lowing information posted on the OMI3- 
designated governmentwide Web site

for finding and applying for Federal fi- 
nancial assistance, in a location pre- 

ceding the full text of the announce- 
ment: 

1) Federal Awarding Agency Name; 
2) Funding Opportunity Title; 
3) Announcement Type ( whether the

funding opportunity is the initial an- 
nouncement of thin funding oppor- 
tunity or a modification of a pre- 
viously announced opportunity); 

4) Funding Opportunity Number ( re- 
quired, if applicable). If the Federal

awarding agency has assigned or will
assign a number to the funding oppor- 
tunity announcement, this number

must be provided; 

5) Catalog of Federal Financial As- 
sistance (CFDA) Number(s); 

6) Key Dates. Key dates include due
dates, for applications or Executive

Order 12372 submissions, as well as for

any letters of intent or pre- applioa- 
tions. For any announcement issued
before a program' s application mate- 

rials are available, key dates also in- 
clude the date on which those mate- 

rials will be released; and any other ad- 
ditional information, as deemed appli- 

cable by the relevant Federal awarding
agency, 

b) The Federal awarding agency
must generally make all funding op- 
portunities available for application
for at least 60 calendar days. The Fed- 

eral awarding agency may make a de- 
termination to have a less than 60 cal- 

endar day availability period but no
funding opportunity should be avail- 
able for less than 30 calendar days un- 
less exigent circumstances require as

determined by the Federal awarding
agency head or delegate. 

c) Full Text of Funding Opportunities. 
The Federal awarding agency must in- 
clude the following information in the
full text of each funding opportunity. 
For specific instructions on the con- 

tent required in this section, refer to
Appendix I to Part 200 —Full Text of

Notice of Funding Opportunity to this
part. 

1) Full programmatic description of

the funding opportunity, 
2) Federal award information, in- 

cluding sufficient information to help
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§200.204

an applioant make an informed deoi-
sion about whether to submit an applt-
oation. (See also §200.414 Indirect
(F&A) coats, paragraph (0)(4».
(3) Speoific eliglb1l1ty information,

including any factors or priorities that
affect an applicant's or its applioa-
tion's eligibility for selection.
(4) Applioation Preparation and Sub-

mission Information, ~ncluding the ap-
plioable submission dates and time.
(6) Application Review Information

inoluding the oriteria and process to be
used to evaluate applications. Se,e also
§§200.204Federal awarding agenoy re-
view of merit proposals and 200.205Fed-
eral awarding agency review of risk
posed by applioants. See also 2 OFR
part 27 (forthooming at time of puhli-
cation).
(6) Federal Award Administration In-

formation. See also §200.210Informa-
tion contained in a Federal award.
['18FR 78608.Dec. 26. 2013, as amended at 79
FR 75882, Dec. 19, 2014]

§.200.204 Federal awarding agency reo
view of merit of proposals.

For oompetitive grants or coopera-
tive agreements, unless prohibited by
Federal statute, the Federal awarding
agenoy must design and execute a
merit review process for applications.
This prooess must be desoribed or in-
corporated by referenoe in the applica-
ble funding opportunity (see Appendix I
to this part, Full text of the Funding
Opportunity.) See also §200.208Notices
of funding opportunities.

§200.205 Federal awarding agency reo
view of risk posed by applicants.

(a) Prior to making a Federal award,
the Federal awarding agency is re-
quired by 31 U.S.C. 3321and 41 U.S.O.
2318note to review information avail-
able through any OMB-designated re-
positories of governmentwide eligi-
b1l1ty qualification or financial integ-
rity information, such as SAM Exolu-
stone and "Do Not Pay". See also BUS-
pension and debarment requirements
at 2 OFR part 180as well as individual
Federal agenoy suspension and debar-
ment regulations in title 2 of the Oode
of Federal Regulations.
(b) In addition, for competitive

grants 01' oooperative agreements, the
Federal awarding agency must have in

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

place a framework for evaluating the
risks posed by applioante before they
receive Federal awards. This evalua-
tion may incorporate results of the
evaluation of the applicant's el1g1b1l1ty
or the quality of its applfcatdon. 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. Oriteria to be
evaluated must be desorfbed in the an-
nouncement of funding opportunity de-
scribed in §200.203Notices of funding
opportunities.
(c) In evaluating risks posed by appli-

cants, the Federal awarding agency
may use a risk-based approach and
may consider any items such as the fol-
lowing: .

(1) Financial stab1l1ty;
(2) Quality of management systems

and ability to meet the management
standards prescribed in this part;
(3) History of performance. The applt-

cant's record in managing Federal
awards, if it is a prior recipient of Fed-
eral awards, inoluding timeliness of
complianoe with applicable reporting
requirements, conformanoe to the
terms and conditions of previous Fed-
eral awards, and if applicable, the ex-
tent to whioh any previously awarded
amounts will be expended prior to fu-
ture awards;
(4) Reports and findings from audits

performed under Subpart F-Audit Re-
quirements of this part or the reports
and findings of any other available au-
dits; and
(5) The applteant's ab1lity to effec-

tively implement statutory, regu-
latory, 01' other requirements imposed
on non-Federal entities.
(d) In addition to this review, the

Federal awarding agency must comply
with the guidelines on governmentwide
suspension and debarment in 2 OFR
part lBO, and must require non-Federal
entities to comply with these provi-
stone, These provisions restriot Federal
awards, subawards and contracts with
oertain parties that are debarred, sus-
pended or otherwise excluded from or
ineligible for participation in Federal
programs or activities.
[78 FR 78606,Dec. 26, 2013, as amended at 79
FR 75882, Dec. 19, 2014J

102

DATTACHMENT •.....•..•........
PAGE ...ts:...OF ... )j.~.PAGES

11 i

an applicant make an informed deci- 
sion about whether to submit an appli- 
cation, ( See also § 200. 414 Indirect

F &A) costs, paragraph ( c)( 4)). 
3) Specific eligibility information, 

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, including the ap- 
plicable submission dates and time. 

5) Application Review Information
including the criteria and process to be
used to evaluate applications. See also

200. 204 Federal awarding agency re- 
view of merit proposals and 200, 205 Fed- 
eral awarding agency review of risk
posed by applicants. See also 2 OFR
part 27 ( forthcoming at time of publi- 
cation). 

6) Federal Award Administration In- 
formation. See also § 200. 210 Informa- 

tion contained in a Federal award. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76882, Dec. 19, 2014] 

200.204 Federal awarding agency re- 
view of merit of proposals. 

For competitive grants or coopera- 

tive agreements, unless prohibited by
Federal statute, the Federal awarding

agency must design and execute a
merit review process for applications, 
This process must be described or in- 
corporated by reference in the applica- 
ble funding opportunity (see Appendix I
to this part, Full text of the Funding

Opportunity.) See also § 200.203 Notices
of funding opportunities. 

200.205 Federal awarding agency re- 
view of risk posed by applicants. 

a) Prior to making a Federal award, 
the Federal awarding agency is re- 
quired by 31 U. S. C. 3321 and 41 U. S. C. 
2313 note to review information avail- 

able through any OMB- designated re- 
positories of governmentwide eligi- 

bility qualification or financial integ- 
rity information, such as SAM Exclu- 
sions and " Do Not Pay ". See also sus- 

pension and debarment requirements

at 2 CFR part 180 as well as individual

Federal agency suspension and debar- 
ment regulations in title 2 of the Code
of Federal Regulations. 

b) In addition, for competitive

grants or cooperative agreements, the

Federal awarding agency must have in

place a framework for evaluating the
risks posed by applicants before they
receive Federal awards, This evalua- 

tion may incorporate results of the
evaluation of the applicant' s eligibility
or the quality of its application. If the
Federal awarding agency determines
that a Federal award will be made, spe- 

oial conditions that correspond 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- 
scribed in § 200. 203 Notices of funding
opportunities. 

c) In evaluating risks posed by appli- 
cants, the Federal awarding agency
may use a risk -based approach and
may consider any items such as the fol- 
lowing: 

1) Financial stability; 
2) Quality of management systems

and ability to meet the management
standards prescribed in this part; 

3) History of performance. The appli- 
cant' s record In 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 Subpart F —Audit Re- 
quirements of this part or the reports

and findings of any other available au- 
dits; and

5) The applicant' s ability to effec- 
tively implement statutory, regu- 

latory, or other requirements imposed
on non - Federal entities. 

d) In addition to this review, the

Federal awarding agency must comply
with the guidelines on governmentwide
suspension and debarment in 2 CFR
part 180, and must require non - Federal
entities to comply with these provi- 
sions. These provisions restrict Federal
awards, subawards and contracts with

certain parties that are debarred, sus- 
pended or otherwise excluded from or
ineligible for participation in Federal

programs or activities. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75882, Dec. 19, 20143
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OMB Guidance

§200.206 Standard application reo
quirements.

(a) Paperwork clearances. The Federal
awarding agenoy may only use applioa-
tion information oolleotions approved
by OMB under the Paperwork Reduo-
tion Aot of 1995 and OMB's imple-
menting regulations in 6 CFR part 1320,
Oontrofltng' Paperwork Burdens on the
Publio. Consistent with these require-
ments, OMB will authortze additional
information oolleotions only on a lim-
ited basis.
(b) If applioable, the Federal award-

ing agenoy may inform appltoanta and
reoipients that they do not need to pro-
vide oertain information otherwise re-
quired by the relevant information 001-
lection.

§200.207 Specific conditions.
(a) The Federal awarding agency or

pass-through entity may impose addi-
tional speoifio award oonditions as
needed, in acoordanoe with paragraphs
(b) and (0) of this seotion, under the
following circumstances:

(1) Baaed on the oriteria set forth in
§200.205 Federal awarding agenoy re-
view of r1ak posed by applioants;
(2) When an applioant or reoipient

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

fails to meet expeoted performanoe
goals as desoribed in§ 200.210Informa-
tion oontained in a Federal award; or
(4) When an applioant or reoipient is

not otherwise responsible.
(b) These additional Federal award

conditions may include items such as
the following:

(1) Requiring payments as reimburse-
ments rather than advance payments;
(2) Withbolding authority to proceed

to the next phase until receipt of evi-
dence of aooeptable performance witbin
a given period of performance;
(3) Requiring additional, more de-

tailed finanoial reports;
(4) Requiring additional project mon-

itoring;
(5) Requiring the non-Federal entity

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

provals.

§200.210

(c) The Federal awarding agency or
pass-through entity must notify the
applicant or non-Federal entity as to:

(1) The nature of the additional re-
quirements;
. (2) The reason why the additional re-
quirements are being imposed;
(3) The nature of the aotion needed to

remove the additional requirement, if
applicable;
(4) The time allowed for oompleting

the aotions if applicable, and
(6) The method for requesting recon-

sideration of the additional require-
ments imposed.
(d) Any specific condrttons must be

promptly removed once the oonditions
tbat prompted them have been COf-
reoted.
[79 FR 75882, Deo. 19, 2014]

§200.Z08 Certifications and represen-
tations.

Unless prohibited by Federal statutes
or regulations, each Federal awarding
agency or pa-ss-through entity is au-
thorized to require the non-Federal en-
tity to submit certifications and rep-
resentations required by Federal sta-t-
utes, 0.1' regula-tions on an annual basis.
Submission may be required more fre-
quently if the non-Federal entity fails
to meet a requirement of a Federal
award.

§200.209 Pre-award costs.
For requirements on costs incurred

by the applicant prior to the start date
of the period of performance of the
Federal award, see §200.468 Pre-award
costs.

§200.210 Information contained in a
Federal award.

A Federal award must include the
following information:

(a) General Fed.eralAward Information.
The Federal awarding agenoy must in-
clude the following general Federal
award information in each Federal
award:
(1) Recipient name (which must

match the name associated with its
unique eiltit;v identifier 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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200.206 Standard application re. 

quirements. 

a) Paperwork clearances. The Federal

awarding agency may only use applioa- 
tion information collections approved
by OMB under the Paperwork Reduc- 
tion Act of 1995 and OMB' s imple- 
menting regulations in 6 CFR part 1320, 
Controlling Paperwork Burdens on the
Public. Consistent with these require- 
ments, OMB will authorize additional

Information collections only on a lim- 
ited basis. 

b) If applicable, the Federal award- 
ing agency may inform applicants and
recipients that they do not need to pro- 
vide certain information otherwise re- 

quired by the relevant information col- 
lection. 

200.207 Specific conditions. 

a) The Federal awarding agency or
pass - through entity may impose addi- 
tional specific award conditions as
needed, in accordance with paragraphs
b) and ( o) of this section, under the

following circumstances: 
1) Based on the criteria set forth in

200. 205 Federal awarding agency re- 
view of risk posed by applicants; 

2) When an applicant or recipient

has a history of failure to comply with
the general or specific terms and condi- 

tions of a Federal award; 

3) When an applicant or recipient

fails to meet expected performance
goals as described in §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 reimburse- 
ments rather than advance payments; 

2) Withholding authority to proceed
to the next phase until receipt of evi- 
dence of acceptable performance within
a given period of performance; 

3) Requiring additional, more de- 
tailed financial reports; 

4) Requiring additional project mon- 
itoring; 

5) Requiring the non- Federal entity
to obtain technical or management as- 
sistance; or

6) Establishing additional prior ap- 
provals. 

1 t

c) The Federal awarding agency or
pass - through entity must notify the
applicant or non - Federal entity as to: 

1) The nature of the additional re- 
quirements; 

2) The reason why the additional re- 
quirements are being imposed; 

3) The nature of the action needed to
remove the additional requirement, if
applicable; 

4) The time allowed for completing
the actions if applicable, and

5) The method for requesting recon- 
sideration of the additional require- 
ments imposed. 

d) Any specific conditions must be
promptly removed once the conditions
that prompted them have been cor- 
rected. 

79 FR 75882, Dec. 19, 20141

200.208 Certifications and represen• 
tations. 

Unless prohibited by Federal statutes
or regulations, each Federal awarding
agency or pass - through entity is au- 
thorized to require the non - Federal en- 

tity to submit certifications and rep- 
resentations required by Federal stat- 
utes, or regulations on an annual basis. 

Submission may be required more fre- 
quently if the non - Federal entity fails
to meet a requirement of a Federal

award. 

200.209 Pre -award costs. 

For requirements on costs incurred

by the applicant prior to the start date
of the period of performance of the

Federal award, see § 200. 458 Pre -award
costs. 

200.210 Information contained in a
Federal award. 

A Federal award must include the

following information: 
a) General Federal Award Infornation. 

The Federal awarding agency must in- 
clude the following general Federal
award information in each Federal
award: 

1) Recipient name ( which must

match the name associated with its
unique entity identifier 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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§200.210

(4) Federal Award Date (see §200.89
Federal award date);
(5) Period of Performance Start and

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

gated by this action;
(7) Total Amount of Federal Funds

Obligated;
(8) Total Amount of the Federal

Award;
(9) Budget Approved by the Federal

Awarding Agency;
(10) Total Approved Cost Sharing or

Matching, where applicable;
(11) Federal award project descrip-

tion. (to comply with statutory re-
quirements (e.g., FFATA»;
(12)Name of Federal awarding agen-

cy and contact information for award-
ing official,
(18)CFDANumber and Name;
(14) Identification of whether the

award is R&D; and
(15)Indirect cost rate for the Federal

award (including if the de minimis rate
is charged per §200.414Indirect (F&A)
costs).
(b) General Terms and Conditions (1)

Federal awarding agencies must incor-
porate the following general terms and
conditions either in the Federal award
or by referenoe, as applicable:
(1) Administrative requirements im-

plemented by the Federal awarding
agency as specified In-this part.
(ii) National policy requirements.

These include statutory, exeoutive
order, other Presidential direotive, or
regulatory requirements that apply by
specifio reference and are not program-
specific. See §200.300Statutory and na-
tional policy requirements. •
(2) The Federll.1 award must include

wording to incorporate, by reference,
the applicable set of general terms and
conditions. The reference must be to
the Web site at whioh the Federal
awarding agency maintains the general
terms and conditions.
(3) If a non-Federal entity requests a

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

conditions are publioly available, the
Federal awarding agency must main-
tain an archive of previous versions of
the general terms and conditions, with

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

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

(c) Federal Awarding Agency, Program,
or Federal Award Specific Terms and
Oonditums. The Federal awarding agen-
cy may include with each Federal
award any terms and conditions nec-
essary to communicate requirements
that are in addition to the require-
ments outlined in the Federal awarding
agency's general terms and conditions.
Whenever praotncable, these specific
terms and conditions also should be
shared on a public Web site and in no-
tices of funding opportunities (as out-
lined in §200.208Notices of funding op-
portunities) in addition to being in-
cluded in a Federal award. See also
§200.206Standard application require-
ments.
(d) Federal Award Performance Goals.

The Federal awarding agency must in-
clude in the Federal award an indica-
tion of the timing and scope of ex-
pected performance by the non-Federal
entity as related to the outcomes in-
tended to be aohieved by the program.
In some instances (e.g., disoretionary
'research awards), this may be limited
to the requirement to submit teohnioal
performance reports (to be evaluated in
accordance with Federal awarding
agency policy). Where appropriate, the
Federal award may include specific
performance goals, indicators, mile-
stones, or expected outcomes (such as
outputs. or services performed or pub-
lic tmpaots of any of these) with an ex-
pected timeline for accomplishment.
Reporting requirements must be clear-
ly articulated such that. where appro-
priate, performance during the execu-
tion of the Federal award aas a stand-
ard against which non-Federal entity
performance can be measured. The
Federal awarding agency may include
program-speoifio requirements, as ap-
plicable. These requirements should be
aligned with agency strategio goals,
strategio objectives or performance
goals that are relevant to the program.
See also OMB Circular A-H, Prepara-
tion, Submission and Execution of the
Budget Part 6 for definitions of stra-
tegic objectives and performance goals.
(e) Any other information required

by the Federal awarding agency.
[78 FR 70608.·Dec. 26, 2013, as amended at 79
FR 76862, :r;>eo.19. 2014]
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200.210

4) Federal Award Date ( see § 200. 39
Federal award date); 

5) Period of Performance Start and
End Date; 

6) Amount of Federal Funds Obli- 

gated by this action; 
7) Total Amount of Federal Funds

Obligated; 

8) Total Amount of the Federal
Award; 

9) Budget Approved by the Federal
Awarding Agency; 

10) Total Approved Cost Sharing or
Matching, where applicable; 

11) Federal award project descrip- 
tion, ( to comply with statutory re- 
quirements (e. g., FFATA)); 

12) Name of Federal awarding agen- 

cy and contact information for award- 
ing official, 

13) CFDA Number and Name; 
14) Identification of whether the

award is R &D; and

15) Indirect cost rate for the Federal

award ( including if the de minimis rate
is charged per § 200. 414 indirect ( F &A) 
costs). 

b) General Terms and Conditions ( 1) 
Federal awarding agencies must incor- 
porate the following general terms and
conditions either in the Federal award

or by reference, as applicable: 
i) Administrative requirements im- 

plemented by the Federal awarding
agency as specified in-this part. 

if) National policy requirements. 
These include statutory, executive

order, other Presidential directive, or

regulatory requirements that apply by
specific reference and are not program - 

specific. See § 200. 300 Statutory and na- 
tional policy requirements. 

2) The Federal award must include

wording to incorporate, by reference, 
the applicable set of general terms and
conditions. The reference must be to
the Web site at which the Federal

awarding agency maintains the general
terms and conditions. 

3) If a non - Federal entity requests a
copy of the full text of the general
terms and conditions, the Federal

awarding agency must provide it. 
4) Wherever the general terms and

conditions are publicly available, the
Federal awarding agency must main- 
tain an arohive of previous versions of

the general terms and conditions, with

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

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

c) Federal Awarding Agency, Program, 
or Federal Award Specific Terms and
Conditions. The Federal awarding agen- 
cy may include with each Federal
award any terms and conditions nec- 
essary to communicate requirements
that are in addition to the require- 
ments outlined in the Federal awarding
agency' s general terms and conditions. 
Whenever practicable, these specific

terms and conditions also should be
shared on a public Web site and in no- 

tices of funding opportunities ( as out- 
lined in §200. 203 Notices of funding op- 
portunities) in addition to being in- 
cluded in a Federal award. See also

200. 206 Standard application require- 

ments. 

d) Federal Award Performance Goals. 

The Federal awarding agency must in- 
clude in the Federal award an indica- 
tion of the timing and scope of ex- 
pected performance by the non - Federal
entity as related to the outcomes in- 
tended to be achieved by the program. 
In some instances ( e. g., discretionary
research awards), this may be limited
to the requirement to submit technical
performance reports ( to be evaluated in

accordance with Federal awarding
agency policy). Where appropriate, the
Federal award may include specific
performance goals, indicators, mile- 

stones, or expected outcomes ( such as

outputs, or services performed or pub - 

lio impacts of any of these) with an ex- 
peoted timeline for accomplishment. 

Reporting requirements must be clear- 
ly articulated such that, where appro- 
priate, performance during the execu- 
tion of the Federal award has a stand- 
ard against which non- Federal entity
performance can be measured. The

Federal awarding agency may include
program- speoiflo requirements, as ap- 

plioable. These requirements should be

aligned with agency strategic goals, 
strategic objectives or performance

goals that are relevant to the program. 

See also OMB Circular A -11, Prepara- 
tion, Submission and Execution of the
Budget Part 6 for definitions of stra- 

tegic objectives and performance goals. 

e) Any other information required
by the Federal awarding agency. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR U862, Dec. 19, 2014] 
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OMB Guidance

§ 200.211 Public access to Federal
award information.

(a) In accordance with statutory re-
quirements for Federal spending trans-
parency (e.g., FFATA), except as noted
in this section, for applicable Federal
awards the Federal awarding agenoy
must announce all Federal awards pub-
licly and publish the required informa-
tion on a publicly available OMB-des-
ignated governmentwide Web site (at
time of publication,
www.USAspending.gov).

(b) Nothing in this section may be
construed as requiring the publtcation
of information otherwise exempt under
the Freedom of Information Act (5
U.S.C 552), or controlled unclassified
information pursuant to Executive
Order 13556.

§200.212 Suspension and debarment.
Non-federal entities and contractors

are subject to the non-procurement de-
barment and suspension regulations
implementing Executive Orders 12549
and 12689, 2 OFR part 180. These regula-
tions restrict awards, subawards, and
contracts with certain parties that are
debarred, suspended, or otherwise ex-
cluded from or ineligible for participa-
tion in Federal assistance programs or
activi ties.
[79 FR 75663, Dec. 19, 2014J

Subpart D-Post Federal Award
Requirements

STANDARDS FOR FINANOIAL AND
PROGRAM MANAGEMENT

§200.800 Statutory and national policy
l'flquirements.

(a) The Federal awarding agenoy
must manage and administer the Fed-
eral award in a manner so as to ensure
that Federal funding is expended and
associated programs are implemented
in full accordance with U.S. statutory
and public policy requirements: inolud-
ing, but not limited to, those pro-
teoting publio welfare, the environ-
ment, and prohibiting disorimination.
The Federal awarding agenoy must
oommunioate to the non-Federal enti-
ty all relevant publio polioy require-
ments, inoluding those in general ap-
propriations provisions, and inc or-

§200.301

porate them either directly 01' by ref-
erenoe in the terms and oonditions of
the Federal award.

(b) The non-Federal entity is respon-
sible for complytng with all require-
ments of the Federal award. For all
Federal awards, this Includes the provi-
sions of FFATA. which includes re-
quirements on exeoutdve compensation,
and also requirements implementing
the Act for the non-Federal entity at 2
OFR part 25 Finanoial Assistance Use
of Universal Identifier and Oentral
Contraotor Registration and 2 OFR
part 170 Reporting Subaward and Exec-
utive Oompensatton Information. See
also statutory requirements for whis-
tleblower protections at 10 U.S.O. 2409,
41 U.S.C. 4712, and 10 U.S.C. 2324, 41
U.S.O. 43Q4and 4310.

§ 200.801 Performance measurement.
The Federal awarding agency must

require the recipient to use OMB-ap-
proved standard information collec-
tions when providing finanoial and per-
formance information. As appropriate
and in accordance with above men-
tioned information collections, the
Federal awarding agenoy must require
the recipient to relate finanoial data. to
performance accomplishments of the
Federal award. Also, in accordance
with above mentioned standard infor-
mation ooneotions, and when applioa-
ble, reotptents must also provide cost
Information to demonstrate oost effeo-
tive practices (e.g., through unit cost
data). The rectptenu's performance
should be measured in a way that will
help the Federal awarding agency and
other non-Federal entities- to improve
program outcomes, share lessons
learned, and spread the adoption of
promising practtoes. The Federal
awarding agency should provide recipi-
ents with clear performanoe goals, in-
dicators, and milestones as described in
§ 200.210 Information oontained in a
Federal award. Performance reporting
frequenoy and content should be estab-
lished to not only allow the Federal
awarding agency to understand the re-
cipient progress but also to faoilitate
Identifioatlon of promising practioes
among recipients and build the evi-
dence upon which the Federal awarding
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4 200.211 Public access to Federal
award information. 

a) In accordance with statutory re- 
quirements for Federal spending trans- 
parency (e. g., FFATA), except as noted
in this section, for applicable Federal

awards the Federal awarding agency
must announce all Federal awards pub - 

lioly and publish the required informa- 
tion on a publicly available OMB -des- 
ignated governmentwide Web site ( at

time of publication, 

www. USAspending. gov). 
b) Nothing in this section may be

construed as requiring the 'publication
of information otherwise exempt under

the Freedom of Information Act ( 5
U. S.0 552), or controlled unclassified

Information pursuant to Executive
Order 13566, 

200.212 Suspension and debarment. 

Non - federal entities and contractors

are subject to the non - procurement de- 
barment and suspension regulations

implementing Executive Orders 12549
and 12689, 2 OFR part 180. These regula- 
tions restrict awards, subawards, and

contracts with certain parties that are

debarred, suspended, or otherwise ex- 

cluded from or ineligible for participa- 

tion in Federal assistance programs or

activities. 

79 FR 75883, Dec. 19, 2014] 

Subpart D — Post Federal Award
Requirements

STANDARDS FOR FINANCIAL AND

PROGRAM MANAGEMENT

200,300 Statutory and national policy
requirements. 

a) The Federal awarding agency
must manage and administer the Fed- 

eral award in a manner so as to ensure

that Federal funding is expended and
associated programs are implemented

in full accordance with U. S. statutory
and public policy requirements: includ- 
ing, but not limited to, those pro- 
tecting public welfare, the environ- 
ment, and prohibiting discrimination. 
The Federal awarding agency must
communicate to the non - Federal enti- 

ty all relevant public policy require- 
ments, including those in general ap- 
propriations provisions, and incor- 

200.301

porate them either directly or by ref- 
erence in the terms and conditions of

the Federal award. 

b) The non - Federal entity is respon- 
sible for complying with all require- 
ments of the Federal award, For all
Federal awards, this includes the provi- 

sions of FFATA, which includes re- 

quirements on executive compensation, 

and also requirements implementing
the Act for the non - Federal entity at 2
CFR part 25 Financial Assistance Use
of Universal Identifier and Central

Contractor Registration and 2 CFR

part 170 Reporting aubaward and Exec- 
utive Compensation Information, See

also statutory requirements for whis- 
tieblower protections at 10 U.S. C. 2409, 
41 U. S. C, 4712, and 10 U.S. C. 2324, 41

U. S. C. 4394 and 4310. 

200.301 Performance measurement. 

The Federal awarding 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 award. Also, in accordance

with above mentioned standard infor- 

mation collections, and when applica- 

ble, recipients must also provide cost
information to demonstrate cost effec- 

tive practices ( e. g., through unit cost
data). The recipient' s performance

should be measured in a way that will
help the Federal awarding agency and
other non - Federal entities to improve

program outcomes, share lessons

learned, and spread the adoption of

promising practices. The Federal

awarding agency should provide recipi- 
ents with clear performance goals, in- 
dicators, and 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 Federal
awarding agency to understand the re- 
cipient progress but also to facilitate

identification of promising practices
among recipients and build the evi- 
dence upon which the Federal awarding
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§200.302

agency's program and performance de-
cisions are made.
[78 FR 76606, Dec. 26, 2013, as amended at 79
FR 75883,Dec. 19, 2014]

§200.302 Financial management.
(a) Each state must expend and 0.0-

count for the Federal award In accord-
ance with state laws and procedures for
expending and accounting for the
state's own funds. In addition, the
state's and the other non-Federal enti-
ty'S financial management systems, in-
cluding records dooumentans compli-
ance with Feder&l statutes, regula-
tions, and the terms and conditions of
the Federal award, must be sufficient
to permit the preparabion of reports re-
quired by general and program-specific
terms and oonditions; and the tracing
of funds to a level of expenditures ade-
quate to establish that such funds have
been used according to the Federal
statutes, regulations, and the terms
and conditions of the Federal award.
See also §200.450 Lobbying.
(b) The financial management sys-

tem of each non-Federal entity must
provide for the following (see also
§§200.333 Retention requirements for
records, 200.334 Requests for transfer of
records, 200,335 Methods for collection,
transmission and storage of informa-
tion, 200.336 Access to records, and
200.337 Restrictions on public access to
records):

(1) Identifioation, in its accounts, of
all Federal awards received and ex-
pended and the Federal programs under
whioh they were received. Federal pro-
gram and Federal award identification
must include, as applicable, the CFDA
title and number, Federal award identi-
fication number and year, name of the
Federal agency, and name of the pass-
through entity, if any.
(2) Accurate, current, and complete

disolosure of the financial results of
each Federal award or program in ao-
cordanoe with the reporting require-
ments set forth in §§200.327 Financial
reporting and 200.328 Monitoring and
reporting program performance. If a
Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintains its reoords on
other than an accrual basts, the reotpi-
ent must not be required to establish
an accrual aooounting system. This re-

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

oipient may develop accrual data for
its reports on the basis of'.an analysis
of the documentation on hand. Simi-
larly, a pass-through entity must not
require a subreoiplenu to establish an
accrual aocountdng system and must
allow the subrecipient to develop ac-
crual data for its reports on the basis
of an analysis of the documentation on
hand.

(3) Records that identify adequately
the source and application of funds for
federally-funded activities. These
records must contain information per-
taining to Federal awards, authoriza-
tions, obligations, unobligated bal-
ances, assets, expenditures, Income and
Interest and be supported by source
dooumen tation.
(4) Effective control over, and ac-

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

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

the requirements of §200.305 Payment.
(7) Written procedures for deter-

mining the allowability of costs in ao-
oordance with Subpart E-Cost Prin-
ciples of this part and the terms and
conditions of the Federal award.

§200.303 Internal controls.
The non-Federal entity must:
(a) Establish and maintain effective

internal oontrol over the Federal
award that provides reasonable assur-
ance that the non-Federal entity is
managing the Federal award in compli-
ance with Federal statutes, regula-
tions, and the terms and conditions of
the Federal award. These internal con-
trols should be in compliance with
guidance in "Standards for Internal
Control in the Federal Government"
issued by the Oomptroller General of
the United States or the "Internal 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 oondi-
tions of the Federal awards.
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200.302

agency' s program and performance de- 
cisions are made. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76883, Dec. 19, 2014] 

200.302 Financial management, 

a) Each state must expend and ac- 
count for the Federal award in accord- 
ance with state laws and procedures for

expending and accounting for the
state' s own funds. In addition, the

state' s and the other non - Federal enti- 

ty' s financial management systems, in- 
cluding records documenting compli- 
ance with Federal statutes, regula- 
tions, and the terms and conditions of
the Federal award, must be sufficient
to permit the preparation of reports re- 

quired by general and program - specific
terms and conditions; and the tracing
of funds to a level of expenditures ade- 
quate to establish that such funds have

been used according to the Federal
statutes, regulations, and the terms
and conditions of the Federal award. 

See also § 200. 460 Lobbying. 
b) The financial management sys- 

tem of each non - Federal entity must
provide for the following ( see also

200. 333 Retention requirements for
records, 200. 334 Requests for transfer of

records, 200, 335 Methods for collection, 
transmission and storage of informa- 
tion, 200. 336 Access to records, and

200. 337 Restrictions on public access to
records): 

1) Identification, in its accounts, of

all Federal awards received and ex- 

pended and the Federal programs under

which they were received. Federal pro- 
gram and Federal award identification
must include, as applicable, the CFDA
title and number, Federal award identi- 
fication number and year, name of the

Federal agency, and name of the pass - 
through entity, if any. 

2) Accurate, current, and complete
disclosure of the financial results of
each Federal award or program in ac- 
cordance with the reporting require- 
ments set forth in § §200. 327 Financial

reporting and 200. 328 Monitoring and
reporting program performance. If a
Federal awarding agency requires re- 
porting on an accrual basis from a re- 
cipient that maintains its records on
other than an accrual basis, the recipi- 
ent must not be required to establish

an accrual accounting system. This re- 

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

oipient may develop accrual data for
its reports on the basis of an analysis

of the documentation on hand. Simi- 

larly, a pass - through entity must not
require a subreciplent to establish an

accrual accounting system and must
allow the subreciplent to develop ac- 
crual data for its reports on the basis
of an analysis of the documentation on
hand. 

3) Records that identify adequately
the source and application of funds for

federally- funded activities. These

records must contain information per- 

taining to Federal awards, authoriza- 
tions, obligations, unobligated bal- 

ances, assets, expenditures, income and
Interest and be supported by source
documentation, 

4) Effective control over, and ac- 

countability for, all funds, property, 
and other assets. The non - Federal enti- 
ty must adequately safeguard all assets
and assure that they are used solely for
authorized purposes. See § 200. 303 Inter- 
nal controls, 

6) Comparison of expenditures with

budget amounts for each Federal

award. 

6) Written procedures to implement

the requirements of § 200. 305 Payment. 
7) Written procedures for deter- 

mining the allowability of costs in ac- 
cordance with Subpart E —Cost Prin- 
ciples of this part and the terms and
conditions of the Federal award. 

200.303 Internal controls. 

The non - Federal entity must: 
a) Establish and maintain effective

Internal control over the Federal

award that provides reasonable assur- 

ance that the non- Federal entity is
managing the Federal award in compli- 
ance with Federal statutes, regula- 
tions, and the terms and conditions of

the Federal award, These internal con- 
trols should be in compliance with
guidance in " Standards for Internal

Control in the Federal Government" 

issued by the Comptroller General of
the United States or the " Internal 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 oondi- 

tions of the Federal awards. 
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OMS Guidance

(c) Evaluate and monitor the non-
Federal entity's compliance with stat-
utes, regulattons and the terms and
conditions of Federal awards.
(d) Take prompt aotion when in-

stances of noncompliance are identified
including noncompliance identified in
audit findings.
(e) Take reasonable measures to safe-

guard protected personally identifiable
information and other information the
Federal awarding agenoy or pass-
through entity designates as sensitive
or the non-Federal entity considers
sensitive consistent with applfoable
Federal, state, local, and tribal laws re-
garding privacy and obligations of con-
fidentiality.
[78 FR 78608.Dec. 26. 2013. as amended at 79
FR 76883.Dec. 19. 2014]

§200.304 Bonds.
The Federal awarding agency may in-

olude a provision on bonding, Insur-
ance, 01' both in the following cir-
cumstances:
(a) Where the Federal Government

guarantees or insures the repayment of
money borrowed by the reoipient, the
Federal awarding agency, at its discre-
tion, may require adequate bonding
and insurance if the bonding and insur-
ance requirements of the non-Federal
entity are not deemed adequate to pro-
tect the interest of the Federal Govern-
ment.
(b) The Federal awarding agency may

require adequate fidelity bond coverage
where the non-Federal entity Iaoks suf-
ficient coverage to proteot the Federal
Governmenb's interest.
(c) Where bonds are required in the

situations described above, the bonds
must be obtained from companies hold-
Ing certifioates of authority as accept-
able sureties, as prescribed in 31 CFR
Part 223. "Surety Companies Doing
Business with the United states."

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

erned by Treasury-State OMIA' agree-
ments and default procedures oodified
at 31 OFR Part 205 "Rules and Prooe-
dures for Effioient Federal-State Funds
Transfers" and TFM 4A-2000 Overall
Disbursing Rules for All Federal Asen-
ctes.

§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, 01' issuance or redemption of
cheeks, warrants, 01' payment by other
means. See also §200.302 Financial
management paragraph (b)(6). Except
as noted elsewhere in this part, Federal
agencies must require recipients to use
only OMB-ap:proved standard govern-
mentwide information oollection re-
quests to request payment.
(1) The non-Federal entity must be

paid in advance, provided it maintains
or demonstrates the willingness to
maintain both written procedures that
minimize the time elapsing between
the transfer of funds and disbursement
by the non-Federal entity, and finan-
cial management systems that meat
the standards for fund control and ao-
oountability is established in this part.
Advanoe 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 oarrying out the purpose of
the approved program 01' project. The
timing and amount of advance pay-
ments must be as close as is adminis-
trativel~ feasible to the aotual dis-
bursements by the non-Federal entity
for direot program or project oosts and
the proportionate share of any allow-
able Indirect oosts. The non-Federal
entity must make timely payment to
contractors in accordanoe with the
contract provisions.
(2) Whenever possible, advance pay-

ments must be consolidated to cover
antioipated oaah needs for all Federal
awards made by the Federal awarding
agenoy to the recipient,
(I) Advance payment mechanisms in-

clude, but are not limited to, Treasury
check and eleotronic funds transfer and
must oomply 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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c) Evaluate and monitor the non - 

Federal entity' s compliance with stat- 
utes, regulations and the terms and
conditions of Federal awards. 

d) Take prompt action when in- 

stances of noncompliance are identified

including noncompliance identified in
audit findings. 

e) Take reasonable measures to safe- 

guard protected personally identifiable
information and other information the

Federal awarding agency or pass - 
through entity designates as sensitive
or the non - Federal entity considers
sensitive consistent with Applicable

Federal, state, local, and tribal laws re- 

garding privacy and obligations of con- 
fidentiality. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76683, Dec. 19, 20141

200.304 Bonds. 

The Federal awarding agency may in- 
clude a provision on bonding, insur- 
ance, or both in the following cir- 
cumstances: 

a) Where the Federal Government

guarantees or insures the repayment of

money borrowed by the recipient, the
Federal awarding agency, at its discre- 
tion, may require adequate bonding
and insurance if the bonding and insur- 
ance requirements of the non - Federal

entity are not deemed adequate to pro- 
tect the interest of the Federal Govern- 

ment. 

b) The Federal awarding agency may
require adequate fidelity bond coverage
where the non - Federal entity laoks suf- 
ficient coverage to protect the Federal

Government' s interest. 

c) Where bonds are required in the

situations described above, the bonds

must be obtained from companies hold- 

ing certificates of authority as accept- 
able sureties, as prescribed in 31 CPR
Part 223, " Surety Companies Doing
Business with the United States." 

200.305 Payment. 

a) For states, payments are gov- 
erned by Treasury -State CMIA' agree- 
ments and default procedures codified

at 31 CFR Part 205 " Rules and Proce- 
dures for Efficient Federal -State Funds
Transfers" and TFM 4A -2000 Overall

Disbursing Rules for All Federal Agen- 
cies, 

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 § 200. 302 Financial

management paragraph ( b)( 6). Except

as noted elsewhere in this part, Federal
agencies must require recipients to use

only OMB- approved standard govern - 
mentwide information collection re- 

quests to request payment. 
1) The non - Federal entity must be

paid in advance, provided it maintains
or demonstrates the willingness to
maintain both written procedures 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 ac- 

countability as established in this part. 
Advance payments to a non - Federal en- 

tity must be limited to the minimum
amounts needed and be timed to be in

accordance with the actual, 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 as close as is adminis- 

tratively feasible to the actual dis- 
bursements by the non - Federal entity
for direct program or project costs and

the proportionate share of any allow- 
able indirect costs. The non - Federal

entity must make timely payment to
contractors in accordance with the

contract provisions. 

2) Whenever possible, advance pay- 
ments must be consolidated to cover
anticipated cash needs for all Federal

awards made by the Federal awarding
agency to the recipient. 

1) Advance payment mechanisms in- 

clude, but are not limited to, Treasury
check and electronic funds transfer and

must comply with applicable guidance
In 31 OFR part 208. 

ii) 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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§200.305

when electronic transfers are used, in
accordance with the provistons of the
Electronio Fund Transfer Aot (15
U.S.C. 1693-16931').
(3) Reimbursement is the preferred

method when the requirements in para-
graph (b) cannot be met. when the Fed-
eral awarding agency sets a speettic
oondition per §200.207Specifio condi-
tions, or when the non-Federal entity
requests payment by reimbursement.
This method may be used on any Fed-
eral award for construction, or if the
major portion of the construotion
projeot Is accomplished through pri-
vate market finanoilig or Federal
loans, and the Federal award con-
stitutes a minor portion of the proiect.
When the reimbursement method is
used. the Federal awarding agency or
pass-through entity must make pay-
ment within 30 calendar days after re-
oeipt of the 'billing, unless the Federal
awarding agency or pass-through enti-
ty reasonably believes the request to
be improper.
(4) If the non-Federal entity cannot

meet the oriteria for advance payments
and the Federal awarding agency or
pass-through entity has determined
that reimbursement Is not feasible be-
cause the non-Federal entity laoks suf-
fioient working oapital, the Federal
awarding agency or pass-through enti-
ty may provide oash 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 disbursement needs
for an initial period generally geared
to the non-Federal entity's disbursing
CYCle. There(tfter, the Federal award-
ing agency or pass-through entity must
reimburse the non-Federal entity for
its aotual cash disbursements. Use of
the working oapital advance method of
payment requires that the pass-
through entity provide timely advanoe
payments to any subreoipients in order
to meet the subreoipient's actual cash
disbursements. The working oapital ad-
vanoe method of payment must not be
used by the pass-through entity if the
reason for USing this method is the un-
willingness or inability of the pass-
through entity to provide timely ad-
vanoe payments to the subreoipient to

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

meet the subreoipient's aotual cash dis-
bursements.
(5) Use of resources before requesting

cash advanoe payments. To the extent
available, the non-Federal entity must
disburse funds available from program
inoome (inoluding repayments to a re-
volving fund). rebates. refunds, con-
traot settlements, audit reooveries, and
interest earned on such funds before re-
questing additional cash payments.
(6)Unless otherwise required by Fed-

eral statutes, payments for allowable
oosts by non-Federal entities must not
be withheld at any time during the pe-
riod of performance unless the oondi-
tions of §§200.207Speoifio oonditions,
Subpart D-Post Federal Award Re-
quirements of this part. 200.338Rem-
edies for Noncompliance, or one or
more of the following applies:
(1)The non-Federal entity has failed

to comply with the project objectives,
Federal statutes, regulations, or the
terms and oonditions of the Federal
award.
(it) The non-Federal entity Is delin-

quent in a debt to the United States as
defined in OMBGuidance A-129, "Poli-
oies for Federal Credit Programs and
Non-Tax Reoeivables." Under such con-
ditions, the Federal awarding agenoy
or pass-through entity may. upon rea-
sonable notice, inform the non-Federal
entity that payments must not be
made for obligations incurred after a
speoified date until the oonditions are
corrected or the indebtedness to the
Federal Government is liquidated.
(iii) A payment withheld for failure

to comply with Federal award condi-
tions, but without suspension of the
Federal award, must be released to the
non-Federal entity upon subsequent
oomplfance. When a Federal award is
suspended, payment adjustments win
be made in accordance with §200.342Ef-
.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 oontraotors to assure
satisfactory oompletion of work. A
payment must be made when the 'non-
Federal entity aotually disburses the
withheld funds to the contractors or to
escrow acoounts established to assure
satisfactory completion of work.

108

oATTACHMENT •.....•.•...•.....
PAGE ..~.'?:...OF .. .J.'1:O .. PAGES

200.305

when electronic transfers are used, in
accordance with the provisions of the
Electronic Fund Transfer Act ( 15

U. S. C. 1693- 1693r), 
3) Reimbursement is the preferred

method when the requirements in para- 
graph ( b) cannot be met, when the Fed- 

eral awarding agency sets a specific
condition per § 200. 207 Specific condi- 

tions, or when the non - Federal entity
requests payment by reimbursement, 
This method may be used on any Fed- 
eral award for construction, or if the
major portion of the construction

project is accomplished through pri- 
vate market financing or Federal
loans, and the Federal award con- 
stitutes a minor portion of the project. 

When the reimbursement method is

used, the Federal awarding agency or
pass - through entity must make pay- 
ment within 30 calendar days after re- 

ceipt of the billing, unless the Federal
awarding agency or pass- through enti- 
ty reasonably believes the request to
be improper, 

4) if the non - Federal entity cannot
meet the criteria for advance payments

and the Federal awarding agency or
pass- tbrough entity has determined
that reimbursement is not feasible be- 

cause the non - Federal entity lacks suf- 
ficient working capital, the Federal
awarding agency or pass - through enti- 
ty may provide cash on a working cap- 
ital advance basis. Under this proce- 

dure, the Federal awarding agency or
pass - through entity must advance cash
payments to the non - Federal entity to
cover its estimated disbursement needs

for an initial period generally geared
to the non - Federal entity' s disbursing
cycle, Thereafter, the Federal award- 

ing agency or pass - through entity must
reimburse the non - Federal entity for
Its actual cash disbursements. Use of

the working capital advance method of
payment requires that the pass - 

through entity provide timely advance
payments to any subrecipients in order
to meet the subrecipient' s actual cash

disbursements, The working capital ad- 
vance method of payment must not be

used by the pass- through entity if the
reason for using this method is the un- 
willingness or inability of the pass - 
through entity to provide timely ad- 
vanoe payments to the subrecipient to

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

meet the subrecipient' s actual cash dis- 
bursements. 

5) Use of resources before requesting
cash advance payments. To the extent

available, the non - Federal entity must
disburse funds available from program

income ( including repayments to a re- 
volving fund), rebates, refunds, oon- 

traet settlements, audit recoveries, and

Interest earned on such funds before re- 

questing additional cash payments. 

6) Unless otherwise required by Fed- 
eral statutes, payments for allowable

costs by non - Federal entities must not
be withheld at any time during the pe- 
riod of performance unless the condi- 
tions of § §200. 207 Specific conditions, 

Subpart D —Post Federal Award Re- 
quirements of this part, 200. 338 Rem- 
edies for Noncompliance, or one or
more of the following applies: 

f) 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 -129, " 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
made for obligations incurred after a
specified date until the conditions are

corrected or the indebtedness to the

Federal Government is liquidated. 

iii) A payment withheld for failure

to comply with Federal award condi- 
tions, but without suspension of the
Federal award, must be released to the

non - Federal entity upon subsequent
compliance. When a Federal award is
suspended, payment adjustments will

be made in accordance with §200. 342 Ef- 
fects of suspension and termination. 

iv) A payment must not be made to

a non - Federal entity for amounts that
are withheld by the non - Federal entity
from payment to contractors to assure

satisfactory completion of work. A
payment must be made when the non - 

Federal entity actually disburses the
withheld funds to the contractors or to
escrow accounts established to assure
satisfactory completion of work, 
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OMS Guidance

(7) Standards governing the use of
banks and other institutions as deposi-
tories of advance payments under Fed-
eral awards are as follows.
(I) The Federal awarding agenoy and

pass-through entity must not require
separate depository accounts for funds
provided to a non-Federal entity or es-
tablish any eligibility requirements for
depositories for funds provided to the
non-Federal entity. However, the non-
Federal entity must be able to account
for the receipt, obligation and expendi-
ture of funds. .
(11). Advance payments of Federal

funds must be deposited and main-
tainedin insured accounts whenever
possible.
(8) The non-Federal entity must

maintain advance payments of Federal
awards in interest-bearing aooounts,
unless the following apply.
(i) The non-Federal entity receives

less than $120,000in Federal awards per
year.
(11)The best reasonably available in-

terest-bearing account, would not be ex-
peoted to earn interest in excess of $500
per year on Federal cash balances.
(iii) The depository would require an

average 01' minimum balance eo high
that it would not be feasible within the
expeoted Federal and non-Federal cash
resources.
(iv) A foreign government or banking

Bystem prohibits or precludes interest
bearing aocounts.
(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 deposlte«
in interest-bearing aooounts must be
remitted annually to the Department
of Health and Human Servioes Pay-
ment Management System (PMS)
through an electronio medium using ei-
ther Automated Clearing House (ACH)
network or a Fedwlre FundB service
payment. Remittances must inolude
pertinent information of the payee and
nature of payment in the memo area
(often referred to as "addenda records"
by Finanoial Institutions) as that will
assist in the timely posting of inter-
ested earned on federal funds. Perti-
nent deta-ils Include the Payee Account
Number (PAN) if the payment origi-
nated from PMS, or Agenoy lnforma-

§200.306

tion if the payment originated from
ASAP, NSF or another federal agency
payment syatem. The remittance must
be submitted as follows:
(i) For AOHReturns:

Routing Number: 051036706
Aocount number: 303000
Bank Name and Looation: Credit Gataway---
ACH Receiver St. Paul, MN

(ii) For Fedwire Betums=:
Routing Number: 021030004
Acoount number: 76010501
Bank Name and Looation: Federal Reserve
Bank Treas NYC/Funds Transfer Division
NewYork,NY

(. Please note organization initiating pay-
ment is Ilkelv to Incur a charge from YOul'
Finanolal Institution for tbis type of pay-
ment)

(111)For International ACHReturns:
Beneficiary Account: Federal Reserve Bank
of Ne\v YorkllTS (FRBNYIlTS)

Bank: Citibank N.A. (New York)
Swlft Code: CITIUS33
Aooount Number: 36636663
Bank Addresa: 3BB Greenwiob Street, New
York. NY 10013 USA

Payment Details (Line 70): Agenoy
Name (abbreviated when possfble) and ALC
Agenoy POC: Michelle Haney. (301) 492--5065

(iv) For reoipients that do not have
electronic remittance capability,
please make oheok=" payable to: "The
Department of Health and Human
Services."
Mail Obeck to Treasury approved lookbox:

HHS Program Support. center, P.O. Box
630231,Atlanta, GA 30353--0231

(** Please allow 4-6 weeks for processing of a
payment by check to be applied to the appro-
priate PMS account)
(v) Any additional information/in-

struotions may be found on the PMS
Web slte at http://www.dpm.psc.gov/.

[78 FR 76606, Dec. 26, 2013, as amended at 79
FR 75898,Dea, 19,2014}

§.200.306 Cost sharing or matching.
(a) Under Federal research proposals,

voluntary committed cost sharing is
not expected. It cannot be used as a
faotor during the merit review of appli-
cations or proposals, but may be eon-
sidered if it is both in accordance with
Federal awarding agenoy regula tiona
and speoified in a notioe of funding 0}1-

portunity. Criteria for oonsidering vol-
untary committed cost sharing and
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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) The Federal awarding agency and
pass- through entity must not require
separate depository accounts for funds
provided to a non- Federal entity or es- 
tablish any eligibility requirements for
depositories for funds provided to the

non - Federal entity. However, the non - 
Federal entity must be able to account
for the receipt, obligation and expendi- 
ture of funds. 

ii) 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) The best reasonably available in- 
terest- bearing account would not be ex- 
pected to earn interest in excess of $500

per year on Federal cash balances. 

iii) The depository would require an
average or minimum balance so high
that it would not be feasible within the
expected Federal and non - Federal cash

resources. 

iv) A foreign government or banking
system prohibits or precludes interest

bearing accounts. 
9) Interest earned amounts up to $500

per year may be retained by the non - 
Federal entity for administrative ex- 
pense. Any additional interest earned
on Federal advance payments deposited

in interest- bearing accounts must be
remitted annually to the Department
of Health and Human Services Pay- 
ment Management System ( PMS) 

through an electronic medium using ei- 
ther Automated Clearing House ( ACH) 
network or a Fedwire Funds Service
payment. Remittances must include

pertinent information of the payee and

nature of payment in the memo area
often referred to as " addenda records" 

by Financial Institutions) as that will
assist in the timely posting of inter- 
ested earned on federal funds. Perti- 

nent details include the Payee Account

Number ( PAN) if the payment origi- 

nated from PMS, or Agency informa- 

200.306

Lion if the payment originated from

ASAP, NSF or another federal agency
payment system. The remittance must

be submitted as follows: 
i) For ACH Returns: 

Routing Number: 051036706
Account number: 303000
Bank Name and Location: Credit Gateway- - 

ACH Receiver St, Paul, MN

ii) For Fedwire Returns *: 

Routing Number: 021030004
Account number: 75010501

Bank Name and Location: Federal Reserve
Bank Treas NYC /Funds Transfer Division

New York, NY

Please note organization initiating pay- 
ment is likely to incur a charge from your
Financial Institution for this type of pay- 
ment) 

iii) For International ACH Returns: 

Beneficiary Account: Federal Reserve Bank
of Nov York/ITS (FRBNY/ITS) 

Bank: Citibank N. A. (New York) 
Swift Code: CITIUS33
Account Number: 36B30868
Bank Address: 388 Greenwich Street, New

York, NY 10013 USA
Payment Details (Line 70): Agency
Name ( abbreviated when possible) and ALC

Agency POO: Michelle Haney, ( 301) 492 -5065

iv) For recipients that do not have

electronic remittance capability, 
please make check ** payable to: " The

Department of Health and Human
Services." 

Mail Check to Treasury approved lookbox: 

HHS Program Support Center, P. O. Box
530231, Atlanta, GA 30353 -0231

Please allow 4- 6 weeks for processing of a
payment by oheck to be applied to the appro- 
priate PMS account) 

v) Any additional information/in- 
structions may be found on the PMS
Web site at http://www, dpm,psc.gov /. 

78 FR 78608, Dec. 20, 2013, as amended at 79
FR 75883, Dec. 19, 2014) 

200.306 Cost 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- 
sidered if it is both in accordance with
Federal awarding agency regulations
and specified in a notice of funding op- 
portunity. Criteria for considering vol- 
untary committed cost sharing and
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§20D.306

any other program polioy Iaotors that
may be used to determine who may re-
oeive a Federal award must be explio-
itly described in the notioe of funding
opportunity. See also §§200.414Indireot
(F&A) oosts, 200.203Notioes of funding
opportunities, and Appendix I to Part
20{}-FuUText of Notioe of Funding Op-
portunity.

(b) For aU Federal awards, any
shared oosts 01' matohing funds and all
oontributions, including cash and third
party in-kind oontributions, must be
accepted as part of the non-Federal en-
tity's cost sharing or matching when
suoh oontributions meet all of the fol-
lowing oriteria:

(1) Are verifiable from the non-Fed-
eral entity's records:

(2) Are not inoluded as contributions
for any other Federal award;

(3) Are neoessarv and reasonable for
aooompltshmeut of projeot or program
objeotives;

(4) Are allowable under Subpart E-
Cost Prinoiples of this part;

(5) Are not paid by the Federal Gov-
ernment under another Federal award,
except where the Federal statute au-
thorizing a program speoifioally pro-
vides that Federal funds made avail-
able for such program can be applied to
matohing or oost sharing requirements
of other Federal programs;

(6) Are provided for in the approved
budget when required by the Federal
awarding agency; and

(7) Conform to other provisions of
this part, as applioable.

(0) Unreoovered indireot costs, in-
eluding' indirect costs on oost sharing
or matching may be inoluded as part of
cost sharing or matohing only with the
prior approval of the Federal awarding
agenoy. Unreoovered indireot OOBt
means the differenoe between the
amount oharged to the Federal award
and the amount whioh could have been
oharged to the Federal award under the
non-Federal entity's approved nego-
tiated indirect cost rate.

(d) Values for non-Federal entity
oontributions of servloea and property
must be established in aooordance with
the cost prinoiples in Subpart E-Oost
Prinoiples. If a Federal awarding agen-
oy authorizes the non-Federal entity to
donate buildings or land for construe-
tionlfaoilities aoquisition projeots or

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

long-term use, the value of the donated
property for cost sharing 01' matching
must be the lesser of paragraphs (d)(l)
or (2) of this section.

(1) The value of the remaining life of
the property recorded in the non-Fed-
eral entity's aooounting records at the
time of donation.

(2) The current fair market value.
However, when there is sufficient jus-
tification, the Federal awarding agen-
oy may approve the use of the ourrent
fair market value of the donated prop-
erty, even if it exceeds the value de-
soribed in (1)above at the time of dona-
tion.

(e) Volunteer services furnished by
third-party professional and technical
personnel, oonsultants, and other
skilled and unskilled labor may be
counted as cost sharing or matohing if
the service is an integral and necessary
part. of an approved project or program.
RatelS for third-party volunteer serv-
Ices must be oonsistent with those paid
for similar work by the non-Federal en-
tity. In those instances in which the
required sk11ls are not found in the
non-Federal entity, rates must be con-
sistent with those paid for similar
work in the labor market in whioh the
non-Federal entity competes for the
kind of servtces involved. In either
case, paid fringe benefits that are rea-
sonable, neoessary, allooable, and oth-
erwise allowable may be inoluded in
the valuation.

(f) When a third-party organization
furnishes the servioes of an employee,
these servioes 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 indireot costs at
either the third-party organization's
approved federally negotiated indireot
oost rate or, a rate in accordance with
§200.414 Indireot (F&A) oosts, para-
graph (d), provided these servioes em-
ploy the same Bk1l1(s)for whtoh the
employee is normally paid. Where do-
nated services are treated as indireot
costs, indireot cost rates will separate
the value of the donated services so
that reimbursement for the donated
services will not be made.
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any other program policy factors that
may be used to determine who may re- 
ceive a Federal award must be explic- 

itly described in the notice of funding
opportunity. See also 6§ 200. 414 Indirect
F &A) costs, 200. 203 Notices of funding
opportunities, and Appendix I to Part

200 —Full Text of Notice of Funding Op- 
portunity. 

b) For all Federal awards, any

shared costs or matching funds and all
contributions, including cash and third
party in -kind contributions, must be
accepted as part of the non - Federal en- 

tity's cost sharing or matching when
such contributions meet all of the fol- 
lowing criteria: 

1) Are verifiable from the non -Fed- 

eral entity' s records; 

2) Are not included as contributions

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

accomplishment of project or program

objectives; 

4) Are allowable under Subpart F_ 
Cost Principles of this part; 

6) Are not paid by the Federal Gov- 
ernment under another Federal award, 
except where the Federal statute au- 

thorizing a program specifically pro- 
vides that Federal funds made avail- 

able for such program can be applied to

matching or cost sharing requirements
of other Federal programs; 

6) Are provided for in the approved

budget when required by the Federal
awarding agency; and

7) Conform to other provisions of
this part, as applicable. 

c) Unreeovered indirect costs, in- 

cluding indirect costs on cost sharing
or matching may be included as part of
cost sharing or matching only with the
prior approval of the Federal awarding
agency. Unreeovered indirect cost

means the difference between the
amount charged to the Federal award

and the amount which could have been

charged to the Federal award under the
non - Federal entity' s approved nego- 
tiated indirect cost rate. 

d) Values for non - Federal entity
contributions of services and property
must be established in accordance with
the cost principles in Subpart Di Cost

Principles. If a Federal awarding agen- 
cy autborizes the non - Federal entity to
donate buildings or land for construe - 
tionlfacilities acquisition projects or

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

long -term use, the v01ue of the donated
property for cost sharing or matching
must be the lesser of paragraphs ( d)( 1) 
or (2) of this section. 

1) The value of the remaining life of
the property recorded in the non-Fed- 
eral entity's accounting records at the
time of donation. 

2) The current fair market value. 
However, when there is sufficient jus- 

tifioation, the Federal awarding agen- 
cy may approve the use of the current
fair market value of the donated prop- 

erty, even if it exceeds the value de- 
scribed in (1) above at the time of dona- 
tion. 

e) Volunteer services furnished by
third -party professional and technical
personnel, consultants, and other

skilled and unskilled labor may be
counted as cost sharing or matching if
the service is an integral and necessary
part of an approved project or program. 

Rates for third -party volunteer serv- 
ices must be consistent with those paid

for similar work by the non - Federal en- 
tity. In those instances in which the
required skills are not found in the

non - Federal entity, rates must be con- 
sistent with those paid for similar

work in the labor market in which the
non - Federal entity competes for the
kind of services involved. In either
case, paid fringe benefits that are rea- 

sonable, necessary, allocable, and oth- 

erwise allowable may be included in
the valuation. 

f) When . a third -party 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, neoessary, 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 skills) for which the
employee is normally paid. where do- 
nated services are treated as indirect

costs, indirect cost rates will separate

the value of the donated services so

that reimbursement for the donated

services will not be made. 
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OMB Guidance

(g) Donated property from third par-
ties may include such items as equip-
ment, office supplies, laboratory sup-
plies, or workshop and olasaroom BUP·
plies, Value assessed to donated prop-
erty included in the oost sharing or
matching share must not exoeed the
fair market value of the property at
the time of the donation,
(h) The method used for determining

cost sharing or matching for third-
party-donated equipment, buildings
and land for which title passes to the
non-Federal entity may differ accord-
ing to the purpose of the Federal
award, if paragraph (h)(1) or (2) of this
section applies,
(1) If the purpose of the Federal

award is to assist the non-Federal entt-
ty in the acquisition of equipment,
buildings or land, the aggregate value
of the donated property may be
claimed as cost sharing or matching,
(2) If the purpose of the Federal

award 1s to support activities that reo
quire the use of equipment, buildings
or land, normally only depreciation
charges for equipment and buildings
may be made. However, the fair market
value of equipment or other capital as-
sets and fair rental charges for land
may be allowed, provided that the Fed-
eral awarding agency has approved the
charges, See also §200.420 Consider-
ations for selected items of cost.
(1) The value of donated property

must be determined in accordance with
the usual accounting polioies 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 as established
by an independent appraiser (e.s. cer-
tified real property appraiser or Gen-
eral Services Administration rep-
resentative) and certified by a respon-
sible official of the non-Federal entity
as required by the Uniform Relocation
Assistance and Real Property Acquisi-
tion Policies Act of 1970, as amended,
(42 U,S.C. 4601-4666)(Uniform Aot) ex-
cept as provided in the Implementing
regulaticnsat 49OFR part 24.
(2) The value of donated equipment

must not exceed the fair market value
of equipment of the same age and con-
dition at the time of donation.

§200.307

(3) The value of donated space must
not exceed the fair rental value of com-
parable space as established by an inde-
pendent appraisal of comparable apace
and facilities in a privately-owned
building in the same locality.
(4) The value of loaned equipment

must not exceed its fair rental value.
(j) For third-party In-kind contribu-

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

randum M-{)1-06,dated January 6, 2001,
Clarification of OMB A--21Treatment
of Voluntary unocmmttted Cost Shar-
ing and Tuition Remission Costs,
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75003,Dec. 19, 2014)

§200.307 Program income.
(a) General. Non-Federal entities are

encouraged to earn inoome to defray
program ooste where appropriate.

(b) Cost of generating program income.
If authorized by Federal regulations or
the Federal award, costs incidental to
the generation of program income may
be deducted from gross income to de-
termine program Income, provided
these costs have not been oharged to
the Federal award.
(c) Governmental revenues. Taxes, spe-

cial assessments, levies, fines, and
other such revenues raised by a non-
Federal entity are not program income
unless the revenues are speoifically
identified in the Federal award or Fed-
eral awarding agency regulations as
program income.
(d) Property, Proceeds from the sale

of real property, equipment, or supplies
are not program income; such proceeds
will be handled in accordance with the
requirements of Subpart D-Post Fed-
eral Award Requirements of this part,
Property Standards §§200.311Real prop-
erty, 200.313 Equipment, and 200.314
Supplies, or as speciflcatly identified in
Federal statutes, regulatdons, or the
terms and oondrtrone of the Federal
award,
(e) Use of program income. If the Fed-

eral awarding agency does not speoify
In its regulations or the terms and con-
ditions of the Federal award, or give
prior approval for bow program income
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g) Donated property from third par- 
ties may include such items as equip- 
ment, office supplies, laboratory sup- 
plies, or workshop and classroom sup- 

plies, Value assessed to donated prop- 
erty included in the cost sharing or
matching share must not exceed the
fair market value of the 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 passes to the

non- Federal entity may differ accord- 
ing to the purpose of the Federal
award, if paragraph ( h)( 1) or ( 2) of this

section applies. 

1) If the purpose of the Federal

award is to assist the non - Federal enti- 

ty in the acquisition of equipment, 
buildings or land, the aggregate value

of the donated property may be
claimed as cost sharing or matching, 

2) If the purpose of the Federal

award is to support activities that re- 
quire the use of equipment, buildings

or land, normally only depreciation
charges for equipment and buildings

may be made. However, the fair market
value of equipment or other capital as- 

sets and fair rental charges for land

may be allowed, provided that the Fed- 
eral awarding agency has approved the
charges. See also § 200.420 Consider- 
ations for selected items of cost. 

i) The value of donated property
must be determined in accordance with

the usual accounting policies of the
non - Federal entity, with the following
qualifications: 

1) The value of donated land and
buildings must not exceed its fair mar- 
ket value at the time of donation to

the non - Federal entity as established
by an independent appraiser ( e. g„ cer- 
tified real property appraiser or Gen- 
eral Services Administration rep- 

resentative) and certified by a respon- 
sible official of the non - Federal entity
as required by the Uniform Relocation
Assistance and Real Property Acquisi- 
tion Policies Act of 1970, as amended, 
42 U. S. C. 460111655) ( Uniform Act) ex- 

cept as provided in the implementing
regulations at 49 CPR part 24. 

2) The value of donated equipment

must not exceed the fair market value
of equipment of the same age and con- 
dition at the time of donation. 

3) The value of donated space must
not exceed the fair rental value of com- 

parable space as established by an inde- 
pendent appraisal of comparable space

and facilities in a privately -owned
building in the same locality, 

4) The value of loaned equipment
must not exceed its fair rental value. 

j) For third -party in -kind contribu- 
tions, the fair market value of goods
and services must be documented and

to the extent feasible supported by the
same methods used internally by the
non - Federal entity. 

k) For IHEr, see also OMB memo- 

randum M- 01- 06, dated January 5, 2001, 
Clarifioation of OMB A -21 Treatment

of Voluntary Uncommitted Cost Shar- 
ing and Tuition Remission Costs. 

78 FR 78608, Deo. 26, 2013, as amended at 79

FR 75803, Deo. 19, 20141

200.307 Program income. 

a) General. Non - Federal entities are

encouraged to earn income to defray
program costs where appropriate. 

b) Cost of generating program income. 
If authorized by Federal regulations or
the Federal award, costs incidental to

the generation of program income may
be deducted from gross income to de- 

termine program income, provided

these costs have not been oharged to

the Federal award. 

c) Governmental revenues. Taxes, spe- 

cial assessments, levies, fines, and

other such revenues raised by a non - 
Federal entity are not program income
unless the revenues are specifically
identified in the Federal award or Fed- 

eral awarding agency regulations as
program income. 

d) Property. Proceeds from the sale
of real property, equipment, or supplies
are not program income; such proceeds

will be handled in accordance with the
requirements of Subpart D --Post Fed- 
eral Award Requirements of this part, 

Property Standards § §200. 311 Real prop- 
erty, 200. 313 Equipment, and 200.314
Supplies, or as specifically identified in
Federal statutes, regulations, or the

terms and conditions of the Federal

award. 

e) Use of program income. If the Fed- 
eral awarding agency does 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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§200.308

is to be used, paragraph (e)(1) of this
seotion must apply. For Federal awards
made to mEs and nonprofit research
institutions, if the Federal awarding
agency does not speoify 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)(1) and (2) of
this section, the Federal awarding
agency may distinguish between in-
come earned by the reoipient and in-
come earned by subreciplents and be-
tween the sources, kinds, or amounts
of income. When the Federal awarding
agency authorizes the approaches in
paragraphs (e)(2) and (3) of this section,
program income in excess of any
amounts specified must also be de-
ducted from expenditures.

(1) Deduction. Ordinarily program in-
come must be deducted from total al-
lowable oosts to determine the net al-
lowable costs. Program inoome must be
used for current costs unless the Fed-
eral awarding agency authorizes other-
wise. Program income that the non-
Federal entity did not anticipate at the
time of the Federal award must be used
to reduoe the Federal award and non-
Federal entity contributions rather
than to increase the funds oommitted
to the projeot.

(2) Addition. With prior approval of
the Federal awarding agency (except
for IHEs and nonprofit research insti-
tutions, as described in paragraph (e) of
this section) program income may be
added to the Federal award by the Fed-
eral agenoy 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 matohing
requtremen t of the Federal award. The
amount of the Federal award remains
the same.
(f) Income after the period of perform-

ance. There are no Federal require-
ments governing the disposition of in-
come earned after the end of the period
of performance for the Federal award,
unless the Federal awarding agenoy
regulatnons or the terms and condi-
tions of the Federal award provide oth-

2 CFRen, II (H-15 Edition)

erwiae. The Federal awarding agency
may negotiate agreements with recipi-
ents regarding appropriate uses of in-
come earned after the period of per-
formanoe as part of the grant closeout
process. See also §200.843Closeout.

(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 awardingagenoy with re-
speot to program income earned from
lioense fees and royalties for copy-
righted material, patents, patent appll-
oattons, trademarks, and inventions
made under a Federal award to which
87 CFR part 401,"Rights to Inventions
Made by Nonprofit Organizations and
Small Business Firms Under Govern-
ment Awards, Contracts and Coopera-
tive Agreements" is applicable.
[78 FR 78608, Deo. 26, 2013, as amended at 79
FR 75884.Dec. 19. 2014]

§200.808 Revision of budget and pro-
gram plans.

(a) The approved budget for the Fed-
eral award summarizes the financial
aspects of the proieot or program as ap-
proved during the Federal award proc-
eSB.It may inolude 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) Reoipients are required to report
deviations from 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.

(c) For non-oonetructdon Federal
awards, recipients must request prior
approvals from Federal awarding agen-
cies for one or more of the following
program or budget-related reasons:

(1) Ohange in the scope or the ohieo-
tive of the projeot or program (even if
there is no assooiated budget revision
requiring prior written approval) ..

(2) Change in a key person speotried
in the applioation or the Federal
award.

(3) The disengagement from the
projeot for more than three montbe, or
a 25 percent reduotion in time devoted
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Is to be used, paragraph ( e)( 1) of this
section must apply. For Federal awards
made to IHEs and nonprofit research

Institutions, if the Federal awarding
agency does not specify in its regula- 
tions or the terms and conditions of

the Federal award how program income
is to be used, paragraph ( e)( 2) of this

section must apply. In specifying alter- 
natives to paragraphs ( e)( 1) and ( 2) of
this section, the Federal awarding
agency may distinguish between in- 
come earned by the recipient and in- 
come earned by subrecipients and be- 
tween the sources, kinds, or amounts

of income. When the Federal awarding
agency authorizes the approaches in
paragraphs ( e)( 2) and (3) of this section, 
program income in excess of any
amounts specified must also be de- 
ducted from expenditures. 

1) Deduction. Ordinarily program in- 
come must be deducted from total al- 
lowable costs to determine the net al- 
lowable costs. Program income must be

used for current costs unless the Fed- 

eral awarding agency authorizes other- 

wise. Program income that the non- 

Federal entity did not anticipate at the
time of the Federal award must be used
to reduce the Federal award and non - 

Federal entity contributions rather
than to increase the funds committed

to the project. 
2) Addition. With prior approval of

the Federal awarding agency ( except
for IHEs and nonprofit research insti- 
tutions, as described in paragraph (e) of
this section) program income may be
added to the Federal award by the Fed- 
eral agency and the non - Federal enti- 
ty. The program income must be used
for the purposes and under the condi- 

tions of the Federal award. 

3) 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 of perform- 
ance. There are no Federal require- 

ments governing the disposition of in- 
come earned after the end of the period

of performance for the Federal award, 

unless the Federal awarding agency
regulations or the terms and condi- 

tions of the Federal award provide oth- 

2 CFR Ch. 11 ( 1 - 1 - 15 Edition) 

erwise. The Federal awarding agency
may negotiate agreements with recipi- 
ents regarding appropriate uses of in- 
come earned after the period of per- 
formance as part of the grant closeout

process. See also §200. 343 Closeout. 

g) Unless the Federal statute, regu- 
lations, or terms and conditions for the

Federal award provide otherwise, the

non - Federal entity has no obligation to
the Federal awarding agency with re- 
spect to program income earned from

license fees and royalties for copy- 
righted material, patents, patent appli- 

cations, trademarks, and Inventions

made under a Federal award to which
37 CPR part 401, " Rights to Inventions

Made by Nonprofit Organizations and
Small Business Firms Under Govern- 
ment Awards, Contracts and Coopera- 
tive Agreements" is applicable. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76984, Dec. 19, 2014] 

200.308 Revision of budget and pro- 
gram plans. 

a) The approved budget for the Fed- 
eral award summarizes the financial

aspects of the project or program as ap- 
proved during the Federal award proc- 
ess. It may include either the Federal
and non - Federal share ( see § 200. 43 Fed- 
eral share) or only the Federal share, 
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
deviations from budget or project scope

or objective, and request prior approv- 

als from Federal awarding agencies for
budget and program plan revisions, in
accordance with this section, 

c) For non - construction Federal

awards, recipients must request prior

approvals from Federal awarding agen- 
cies for one or more of the following
program or budget- related reasons: 

1) Change in the scope or the objec- 
tive of the project or program ( even if
there is no associated budget revision

requiring prior written approval). 

2) Change in a key person specified
in the application or the Federal
award. 

3) The disengagement from the
project for more than three months, or
a 26 percent reduction in time devoted
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OMB Guidance

to the projeot, by the approved projeot
director or prlncipal investigator.
(4) The inclusion, unless waived by

the Federal awarding agenoy, of oosts
that require prior approval in accord-
anoe with Subpart E-Cost Prinoiples
of this part 01' 45CFR part 75 Appendix
IX, "Prlnoiples for Determining Oosts
Applioable to Researoh and Develop-
ment under Awards and contracts with
Hospitals," or 48 OFR part 31, "Con-
traot Oost Principles and Procedures,"
as applioable. '
(5) The transfer of funds budgeted for

partioipant support costs as defined in
§200.75 Partioipant support costs to
other categories of expense.
(6) Unless desoribed in the applica-

tion and funded in the approved Fed-
eral awards, the subawarding, transfer-
ring or oontracting out of any work
under a Federal award, including fixed
amount subawards as described in
§200.332Fixed amount subawards. This
provision does not apply to the acqutsi-
tion of supplies, material. equipment
or general support services.
(7) Ohanges in the approved oost-

sharing or matching provided by the
non-Federal entity. No other prior ap-
proval requirements for specific items
may be imposed unless an exception
has been approved by OMB. See also
§§200.102Blxceptdons.and 200.407Prior
written approval (prior approval).
(6) The need artees for additional

Federal funds to complete the project.
(d) Exoept for requirements listed in

paragraph (0)(1) of this section, the
Federal awarding agency is authorized,
at its option, to waive prior written ap-
provals required by paragraph (0) this
seotion. Suoh waivers may Include au-
thorizing reoipients to do anyone or
more of the following:
(1) Incur projeot costs 90 calendar

days before the Federal awarding agen-
oy makes the Federal award. Expenses
more than 90 calendar days pre-award
require prior approval of the Federal
awarding agenov. All costs incurred be-
fore the Federal awarding agency
makes the Federal award are at the re-
ctptents risk (t.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

§200.308

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

the period of performance by up to 12
months unless one or more of the con-
ditions outlined in paragraphs (d)(2)(i)
through (iii) of this section apply. For
one-time extensions, the reoipient
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 performanoe
speoified in the Federal award. This
one-time extenston may not be exer-
cised merely for the purpose of using
unob11gated balances. Extensions re-
quire explicit prior Federal awarding
agency approval when:
(1) The terms and oonditions of the

Federal award prohibit the extension.
(11)The extension requires additional

Federal funds. .
(iii) The extension involves any

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

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

research, unless the Federal awarding
agenoy provides otherwise in the Fed-
eral award or in the Federal awarding
agenQY's regulations, the prior ap-
proval requirements desoribed In para-
graph (d) are automatically waived
(I.e., reoiptents need not obtain such
prior approvals) unless one of the OOD-
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 oategorfes
01' programs, funotions and aotivities
for }l'ederal awards in which the Fed-
eral share of the projeot exceeds the
Simplified Aoquisition Threshold and
the cumulative amount of such trans-
fers exceeds or is expected to exoeed 10
percent of the total budget as last ap-
proved by the Federal awarding agen-
ov. The Federal awarding agenoy can-
not permit a transfer that would cause
any Federal appropriation to be used
for purposes other than those con-
sletent with the appropriation.
(f) All other changes to non-oonstruc-

tion budgets, except for the changes de-
soribed in paragraph (0) of this aeotton,
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to the project, by the approved project
director or principal investigator. 

4) The inclusion, unless waived by
the Federal awarding agency, of costs
that require prior approval in accord- 
ance with Subpart E —Cost Principles

of this part or 45 CFR part 75 Appendix
IX, " Principles for Determining Costs
Applicable to Research and Develop- 
ment under Awards and Contracts with
Hospitals," or 48 CFR part 31, " Con- 

tract Cost Principles and Procedures," 
as applicable. 

6) The transfer of funds budgeted for
participant support costs as defined in

200. 75 Participant support costs to
other categories of expense. 

6) Unless described in the applica- 

tion and funded in the approved Fed- 

eral awards, the subawarding, transfer- 
ring or contracting out of any work

under a Federal award, including fixed
amount subawards as described in

200. 332 Fixed amount subawards. This

provision does not apply to the acquisi- 
tion of supplies, material, equipment

or general support services, 

7) Changes in the approved cost - 

sharing or matching provided by the
non - Federal entity. No other prior ap- 
proval requirements for specific items

may be imposed unless an exception
has been approved by OMB. See also

200.102 Exceptions. and 200.407 Prior
written approval (prior approval). 

8) The need arises for additional
Federal funds to complete the project. 

d) Except for requirements listed in

paragraph ( c)( 1) of this section, the

Federal awarding agency is authorized, 
at its option, to waive prior written ap- 
provals required by paragraph ( c) this
section. Such waivers may include au- 
thorizing recipients to do any one 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 ( Le., the Federal award- 

ing agency is under no obligation to re- 
imburse such costs if for any reason
the recipient does not receive a Federal

award or if the Federal award is less
than anticipated and inadequate to

N it l

cover such costs). See also §200. 458 Pre - 
award costs. 

2) Initiate a one -time extension of

the period of performance by up to 12
months unless one or more of the con- 

ditions outlined in paragraphs ( d)( 2)( i) 

through ( iii) of this section apply. For
one -time extensions, the recipient

must notify the Federal awarding
agency in writing with the supporting
reasons and revised period of perform- 

ance at least 10 calendar days before

the end of the period of performance

specified in the Federal award. This

one -time extension may not be exer- 
cised merely for the purpose of using
unobligated balances. Extensions re- 

quire explicit prior Federal awarding
agency approval when: 

i) The terms and conditions of the
Federal award prohibit the extension. 

ii) The extension requires additional
Federal funds. 

iii) The extension involves any
change in the approved objectives or

scope of the project. 

3) Carry forward unobligated bal- 
ances to subsequent periods of perform- 

ance. 

4) For Federal awards that support

research, unless the Federal awarding
agency provides otherwise in the Fed- 
eral award or in the Federal awarding
agency' s regulations, the prior ap- 
proval requirements described in para- 

graph ( d) are automatically waived
i.e., recipients 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

Simplified Acquisition Threshold and
the cumulative amount of such trans- 

fers exceeds or is expected to exceed 10

percent of the total budget as last ap- 
proved by the Federal awarding agen- 
cy. The Federal awarding agency can- 
not permit a transfer that would cause

any Federal appropriation to be used
for purposes other than those con- 
sistent with the appropriation. 

f) All other changes to non- eonstrue- 

tion budgets, except for the changes de- 
scribed in paragraph ( c) of this section, 
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§200.309

do not require prior approval (see also
§200.407 Prior written approval (prior
approval».
(g) For construction Federal awards,

the recipient must request prior writ-
ten approval promptly from the Fed-
eral awarding agenoy for budget revi-
sions whenever paragraph (g)(l), (2), or
(3) of this section applies.
(1) The revision results from changes

in the scope or the objeotive 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 oosts for whioh prior
written approval requirements may be
imposed oonsistent with applioable
OMB oost principles listed in Subpart
E-Cost Principles of this part.
(4) No other prior approval require-

ments for budget revisions may be im-
posed unless an exoeption has been ap-
proved by OMB.
(5) When a Federal awarding agency

makes a Federal award that provides
support for construction and non-eon-
struotion work, the Federal awarding
asenov may require the reoipient to ob-
tain prior approval from the Federal
awarding agenoy before making any
fund or budget transfers between the
two types of work supported.
(h) When requesting approval for

budget revisions, the reoipient must
use the same format for budget infor-
mation that was used in the applioa-
tion, unless the Federal awarding agen-
Oyindicates a letter of request suffioes.
(i) Within 30 calendar days from the

date of reoeipt of the request for budg-
et revisions, the Federal awarding
agency must review the request and
notify the reoipient whether the budget
revisions have been approved. If the re-
vision is still under consideration at
the end of 80calendar days, the Federal
awarding agenoy must inform the re-
oipient in writing of the date when the
reoipient m,ay expeot the deorston,
[78 FR 76606, Dec. 26, 2013, as amended at 79
FR 75884,Dec. 19, 2014]

§200.309 Period of performance,
A non-Federal entity may oharge to

the Federal award only allowable oosts
inourred during the period of perform-
ance (exoept as desoribed in §200.461
Publioation and printing costs) and

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

any costs Incurred before the Federal
awarding agenoy or pass-through enti-
ty made the Federal award that were
authorized by the Federal awarding
agency or pass-through entity.
[78 FR 78608, nee. 26, 2013, as amended at 79
FR 75884,Dec. 19, 2014)

PROPERTY STANDARDS

§200.310 Insurance coverage.
The non-Federal entity must, at a

minimum, provide the equivalent in-
surance coverage for real property and
equipment a.oquired 01' improved with
Federal funds as provided to property
owned by the non-Federal entity. Fed-
erally-owned property need not be in-
sured unless required by the terms and
conditions of the Federal award.

§200.811 Real properly.
(a) Tit/e. Subjeot to the obligations

and conditions set forth in this seotion,
title to real property acquired or im-
proved under a Federal award will vest
upon acquisition in the non-Federal en-
tity.
(b) Use. Except as otherwise provided

by Federal statutes or by the Federal
awarding agency, real property will be
used for the originally authorized pur-
pose as long as needed for that purpose,
during whioh time the non-Federal en-
tity must not dispose of or encumber
its title or other interests.
(c) Disposition. When real property is

no longer needed for the originally au-
thorized purpose, the non-Federal enbi-
ty must obtain disposition tnstructaons
from the Federal awarding agenoy or
pass-through entity. The ·instruotions
muet provide for one of the following
al ternatives:
(1) Retain title after oompensating

the Federal awarding agency. The
amount paid to the Federal awarding
agenoy will be oomputed by applying
the Federal awarding agency's percent-
age of participation in the oost of the
original purchase (and ccsts of any im-
provements) to the fair market value
of the property. However, in those situ-
ations where the non-Federal entity is
disposing of real property acquired or
improved with a Federal award and ac-
quiring replacement real property
under tbe same Federaf award, the net
proceeds from the dieposttdon may be
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200.309

do not require prior approval ( see also
200. 407 Prior written approval ( prior

approval)). 

g) For construction Federal awards, 
the recipient must request prior writ- 

ten approval promptly from the Fed- 
eral awarding agency for budget revi- 
sions whenever paragraph ( g)( 1), ( 2), or

3) of this section applies. 
1) The revision results from changes

in the scope or the objective of the
project or program. 

2) The need arises for additional
Federal funds to complete the project. 

3) A. revision is desired which in- 
volves specific costs for which prior
written approval requirements may be
imposed consistent with applicable

OMB cost principles listed in Subpart
N —Cost Principles of this part. 

4) No other prior approval require- 

ments for budget revisions may be im- 
posed unless an exception has been ap- 
proved by OMB. 

5) When a Federal awarding agency
makes a Federal award that provides
support for construction and non -con- 

struction work, the Federal awarding

agency may require the recipient to ob- 
tain prior approval from the Federal

awarding agency before making any
fund or budget transfers between the
two types of work supported. 

h) When requesting approval for
budget revisions, the recipient must
use the same format for budget infor- 
mation that was used in the applica- 
tion, unless the Federal awarding agen- 

oy indicates a letter of request suffices. 
f) Within 30 calendar days from the

date of receipt of the request for budg- 
et revisions, the Federal awarding

agency must review the request and
notify the recipient whether the budget
revisions have been approved. If the re- 
vision is still under consideration at

the end of 30 calendar days, the Federal
awarding agency must inform the re- 
oipient in writing of the date when the
recipient may expect the decision. 

178 FR 78608, Dec. 26, 2013, as amended at 79
FR 75BB4, Dec. 19, 20141

200.309 Period of performance. 

A non - Federal entity may charge to
the Federal award only allowable costs
incurred during the period of perform- 
ance ( except as described in § 200. 461
Publication and printing costs) and

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

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, as amended at 79
FR 75884, Dec. 19, 20141

PROPERTY STANDARDS

6200.810 Insurance coverage. 

The non - Federal entity must, at a
minimum, provide the equivalent in- 
surance coverage for real property and
equipment acquired or improved with

Federal funds as provided to property
owned by the non- Federal entity. Fed- 
erally -owned property need not be in- 
sured unless required by the terms and
conditions of the Federal award. 

200.811 Real propertty. 
a) Title, Subject to the obligations

and conditions set forth in this section, 
title to real property acquired or im- 
proved under a Federal award will vest
upon acquisition in the non - Federal en- 

tity. 
b) Use. Except as otherwise provided

by Federal statutes or by the Federal
awarding agency, real property will be
used for the originally authorized pur- 
pose as long as needed for that purpose, 
during which time the non- Federal en- 
tity must not dispose of or encumber
its title or other interests. 

o) Disposition. 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
pass - through entity. The - instructions
must provide for one of the following
alternatives: 

1) Retain title after compensating

the Federal awarding agency. 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 those 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 participa.tion 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 sellilig and fixing-up expenses,
If the Federal award nas not been
closed out, the net proceeds from sale
may be offset against the original cost
of the property. When the non-Federal
entity is directed to sell property, sales
procedures must be followed that pro-
vide for competition to the extent
practicable and result in the highest
possible return.

(3) Transfer title to the Federal
awarding agency or to a third party
designated/approved by the Federal
awarding agency. The non-Federal en-
tity is entitled to be. paid an amount
calculated by applying the non-Federal
entity's percentage of parttotpatdon in
the purchase of the real property (and
cost of any improvements) to the cur-
rent fair market value of the property.
[78 FR 76608. Dec. 26, 2013, as amended at 79
FR 75884,Dec. 19, 2014]

§200.312 Federally·owned and exempt
property.

(a) Title to federally-owned property
remains vested in the Federal Govern-
ment. The non-Federal entity must
submit annually an inventory listing of
federally-owned property in its custody
to the Federal awarding agency. Upon
completion of the Federal award or
when the property is no longer needed,
the non-Federal entity must report the
property to the Federal awarding agen-
oy for further Federal agency utiliza-
tion.

(b) If the Federal awarding agency
has no further need for the property, it
must declare the property excess and
report it for disposal to the appropriate
Federal disposal authorrtv, unless the
Federal awarding agency has statutory
authority to dispose of the property by
alternative methods (e.g., the author-
ity provided by the Federal Technology
Transfer Aot (15 V.S.C. 3710 (i) to do-
nate research equipment to edu-

§200.313

cational and non-prorit organizations
in accordance with Exeoutive Order
12999, "Educational Teohnology: Ensur-
ing Opportunity for All Children in the
Next Century."). The Federal awarding
agency must issue appropriate instruo-
tions to the non-Federal entity.

(c) Exempt federally-owned property
means property acquired under a Fed-
eral award where the Federal awarding
agency has chosen to vest title to the
property to the non-Federal entity
without further obligation to the Fed-
eral Government, based upon the ex-
plicit terms and 'conditions of the Fed-
eral award. The Federal awarding agen-
oy may exerotse this option when stat-
utory authority exists. Absent statu-
tory authority and specific terms and
conditions of the Federal award, title
to exempt federally-owned property ac-
quired under the Federal award re-
mains with the Federal Government.
[78 FR 78608, Deo. 26, 2013, as amended at 79
FR 75864,Dec. 19, 2014]

§200.818 Equipment.
See also §200.439 Equipment and

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

and conditions set forth in this section.
title to equipment acquired under a
Federal award will vest upon acquisi-
tion in the non-Federal entity. Unless
a statute specifioally authorizes the
Federal agency to vest title in the non-
·Federal entity without turther obliga-
tion to the Federal Government, and
the Federal agency elects to do so, the
title must be a conditional title. Title
must vest in the non-Federal entity
subject to the following conditions:

(1) Use the equipment for the author-
ized purposes of the 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 dispose of the property in
accordance with paragraphs (b), (c) and
(e) of this section.

(b) A state must use, manage and dis-
pose of equipment acquired under a
Federal award by the state in accord-
anoe with state laws and procedures.
Other non-Federal entities must follow
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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 participation 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 selling and fixing -up expenses. 
If the Federal award has not been

closed out, the net proceeds from sale

may be offset against the original cost
of the property. When the non - Federal
entity is directed to sell property, sales
procedures must be followed that pro- 
vide for competition to the extent

practicable and result in the highest

possible return. 

3) Transfer title to the Federal

awarding agency or to a third party
designated/ approved by the Federal
awarding agency. The non - Federal en- 
tity is entitled to be. paid an amount
calculated by applying the non - Federal
entity' s percentage of participation in
the purchase of the real property ( and
cost of any improvements) to the cur- 
rent fair market value of the property, 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76884, Dec. 19, 2014) 

200.312 Federally -owned and exempt
property. 

a) Title to federally -owned property
remains vested in the Federal Govern- 

ment. The non - Federal entity must
submit annually an inventory listing of
federally -owned property in its custody
to the Federal awarding agency. Upon
completion of the Federal award or

when the property is no longer needed, 
the non - Federal entity must report the
property to the Federal awarding agen- 
cy for further Federal agency utiliza- 
tion. 

b) If the Federal awarding agency
has no further need for the property, it
must declare the property excess and
report it for disposal to the appropriate

Federal disposal authority, unless the
Federal awarding agency has statutory
authority to dispose of the property by
alternative methods ( e. g., the author- 
ity provided by the Federal Technology
Transfer Act (16 U. S. C. 3710 ( 1)) to do- 

nate research equipment to edu- 

200.313

cational and non - profit organizations

in accordance with Executive Order

12999, " Educational Technology: Ensur- 
ing Opportunity for All Children in the
Next Century. "). The Federal awarding
agency must issue appropriate instruc- 
tions to the non - Federal entity. 

c) Exempt federally -owned property
means property acquired under a Fed- 
eral award where the Federal awarding
agency has chosen to vest title to the
property to the non - Federal entity
without further obligation to the Fed- 
eral Government, based upon the ex- 
plicit terms and "conditions of the Fed- 

eral award. The Federal awarding agen- 
cy may exercise this option when stat- 
utory authority exists. Absent statu- 
tory authority and specific terms and
conditions of the Federal award, title
to exempt federally -owned property ac- 
quired under the Federal award re- 
mains with the Federal Government. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75804, Dec. 19, 20141

200.313 Equipment. 

See also § 200. 439 Equipment and

other capital expenditures. 

a) Title. Subject to the obligations

and conditions set forth in this section, 

title to equipment acquired under a
Federal award will vest upon acquisi- 

tion in the non - Federal entity. Unless
a statute specifically authorizes the
Federal agency to vest title in the non - 
Federal entity without further obliga- 
tion to the Federal Government, and

the Federal agency elects to do so, the
title must be a conditional title. Title
must vest in the non - Federal entity
subject to the following conditions: 

1) Use the equipment for the author- 

ized purposes of the 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 dispose of the property in

accordance with paragraphs ( b), ( c) and

e) of this section. 

b) A state must use, manage and dis- 

pose of equipment acquired under a

Federal award by the state in accord- 
ance with state laws and procedures. 
Other non - Federal entities must follow
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§200.313

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 11.0-

quired as long as needed, whether 01'
not the project or program continues
to be supported by the Federal award,
and the non-Federal entity must not
encumber the property without prior
approval of the Federal awarding agen-
cy. When no longer needed for the
original program or project, the equip-
ment may be used in other aotivities
supported by the Federal awarding
agenoy, in the following order of pri-
ority:

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

(11)Activities under Federal awards
from other Federal awarding ag'encies.
This includes consolidated equipment
for information technology systems.

(2) During the time that equipment is
used on the project or program for
whioh it was acquired, the non-Federal
entity must also make equipment
available for use on other projects or
programs ourrently or previously sup-
ported by the Federal Government,
provided that such use will not inter-
fere with the work on the projects 01'
program for whioh it was originally ac-
quired. First preference for other use
must be given to other programs or
projects supported by Federal awarding
agency that finanoed the equipment
and second preferenoe must be given to
programs or projects under Federal
awards from other Federal awarding
agencies. Use for non-federally-funded
programs or projects is also permis-
sible. User fees should be oonsidered if
appropriate.

(3) Notwithstanding the encourage-
ment in §200.307 Program inoome to
earn program income, the non-Federal
entity must not use equipment ao-
quired with the Federal award to pro-
vide services for a fee that is less than
private' companies charge for equiva-
lent services unless speoifioally author-
ized by Federal statute for as long as
the Federal Government retains an in-
terest in the equipment.

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

:2 CFR en, II (1-1-15 Edition)

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

(d) Management requirements. Prooe-
dures for managing equipment (inolud-
ing replacement equipment), whether
acquired in whole or in part under a
Federal award, until disp1>sition takes
place will, as a minimum, meet the fol-
lowing requirements:

(1) Property records must be main-
tained that include a desoription of the
property, a serial number or other
Identifioation number, the source of
funding for the property (including the
FAIN), who holds title, the aoquisition
date, andoost of the property, percent-
age of Federal partioipation in the
projeot costs for the Federal award
under which the property was acquired,
tbe looation, use and condition of the
property, and any ultimate disposition
data Including the date of disposal and
sale price of the property.

(2) A physioal inventory of the prop-
erty must be taken and tbe results reo-
onoiled with the property records at
least once every two years.

(3) A oontrol system must be devel-
oped to ensure adequate safeguards to
prevent loss, damage, 01' 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 oondition.

(5) If the non-Federal entity is au-
thorized or required to Bell the prop-
erty, propel' sales procedures must be
established to ensure the highest pos-
sible return.

(e) Disposition. When original 01' re-
placement equipment acquired under a
Federal award is no longer needed for
the original projeot or program or for
other aotivities ourrently or previously
supported by a Federal awarding agen-
cy. except as otherwise provided in
Federal statutes, regulations, or Fed-
eral awarding agency disposition in-
struotions, the non-Federal entity
must request disposition instruotions
from the Federal awarding agency if
required by the terms and conditnons of
the Federal award. Disposition of the
equipment will be made as follows, in
accordance with Federal awarding
agency disposition instruotions:
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paragraphs ( o) through ( e) of this sec- 
tion. 

c) Use. ( 1) Equipment must be used

by the non - Federal entity in the pro- 
gram or project for which it was ac- 

quired as long as needed, whether or
not the project or program continues

to be supported by the Federal award, 
and the non - Federal entity must not

encumber the property without prior
approval of the Federal awarding agen- 
cy. When no longer needed for the
original program or project, the equip- 
ment may be used in other activities
supported by the Federal awarding
agency, in the following order of pri- 
ority: 

i) Activities under a Federal award

from the Federal awarding agency
which funded the original program or

project, then

ii) 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

projects supported by Federal awarding
agency that financed the equipment
and second preference must be given to
programs or projects under Federal
awards from other Federal awarding
agencies. Use for non - federally- funded
programs or projects is also permis- 
sible. User fees should be considered if
appropriate. 

3) Notwithstanding the encourage- 
ment in § 200. 307 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 charge for equiva- 
lent services unless specifically author- 
ized by Federal statute for as long as
the Federal Government retains an in- 
terest in the equipment. 

4) When acquiring replacement

equipment, the non - Federal entity may

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

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

d) Management requirements. Proce- 

dures for managing equipment ( inalud- 
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 must be main- 
tained that include a description of the

property, a serial number or other
identification number, the source of

funding for the property ( including the
FAIN), who holds title, the acquisition

date, and cost of the property, percent- 
age of Federal participation in the
project costs for the Federal award
under which the property was acquired, 
the location, use and condition of the
property, and any ultimate disposition
data including the date of disposal and
sale price of the property. 

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

3) A control system must be devel- 
oped to ensure adequate safeguards to
prevent loss, damage, or theft of the
property. Any loss, damage, or theft
must be investigated. 

4) Adequate maintenance procedures

must be developed to keep the property
in good condition. 

5) If the non - Federal entity is au- 
thorized or required to sell the prop- 
erty, proper sales procedures must be
established to ensure the highest pos- 
sible return. 

e) Disposition. When original or re- 

placement equipment acquired under a

Federal award is no longer needed for
the original project or program or for
other activities currently or previously
supported by a Federal awarding agen- 
cy,, except as otherwise provided in
Federal statutes, regulations, or Fed- 

eral awarding agency disposition in- 
structions, the non - Federal entity

must request disposition instructions

from the Federal awarding agency if
required by the terms and conditions of
the Federal award. Disposition of the
equipment will be made as follows, in
accordance with Federal awarding
agency disposition instructions: 
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OMB Guidance

(1) Items of equipment with a current
per unit fair market value of $5,000or
less may be retained, sold or otherwise
disposed of with no further obligation
to the Federal awarding agency.

(2)Exoept as provided in §200.312Fed-
eral'ly-owned and exempt property,
paragraph (b), or if the Federal award-
ing agenoy fails to provide requested
disposition instructions w:ithin 120
days, items of equipment with a our-
rent per-unrt fair-market value in ex-
cess of $5,000may be retained by the
non-Federal entity or sold. The Federal
awarding agency is entitled to an
amount calculated by multiplying the
current market value or proceeds from
sale by the Federal awarding agency's
percentage of participation in the oost
of the original purohase. If the equip-
ment is sold, the Federal awarding
agenov may permit the non-Federal en-
tity to deduct and retain from the Fed-
eral share $500 or ten peroent of the
proceeds, whichever is less, 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 compansatdon for its attrib-
utable psrcentage of the current fair
market value of the property.

(4) In oases where a non-Federal enti-
ty fails to take appropriate disposition
actions, the Federal awarding agenoy
may direot the non-Federal entity to
take disposition aotions.
[78 FR 78608. Deo. 26, 2018, as amended at 79
FR 76004,Dec. 19, 2014]

§200.314 Supplies.
See also §200.453Materials and sup-

plies costs, inoluding costs of com-
puting devices.

(a) Title to supplies will vest in the
non-Federal entity upon aoquisition. If
there is a residual inventory of unused
supplies exceeding $5,000in total aggre-
gate value upon termination or com-
pletion of the project 01' program and
the supplies are not needed for any
other Federal award, the non-Federal
entity must retain the supplies for use
on other activities or sell them, but
must, in either case, compensate the
Federal Government for its share. The
amount of compensation must be com-

§200.315

puted in the same manner as for equip-
ment. See §200.313Equipment, para-
graph (e)(2) for the caloulation 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 servioes to other or-
ganizations for a fee that is less than
private companies charge fcr equiva-
lent services, unless specifioally au-
thorized by Federal statute.

§200.315 Intangible property.
(a) Title to intangible property (see

§200.59 Intangible property) acquired
under a Federal award vests upon ac-
quisition in the non-Federal entity.
The non-Federal entity must use that
property for the originally-authorized
purpose, and must not encumber the
property without approval of the Fed-
eral awarding agency. When no longer
needed for the originally authorized
purpose, disposition of the intangible
property must occur in accordance
with the provisions in §200.313Equip-
ment paragraph (e).

(b) The non-Federal entity may copy-
right any work that is subject to copy-
right and was developed, or for which
ownership was acquired, under a Fed-
eral award. The Federal awarding agen-
cy reserves a royalty-free, nonexclu-
sive and irrevocable right to reproduce,
publish, or otherwise use the work for
Federal purposes, and to authorize oth-
ers to do so.

(c) The non-Federal entity is subjeot
to applioable regulations governing
patents and inventions, including gov-
ernmentwide regulations issued by the
Department of Commerce at 37 CFR
Part 401, "Rights to Inventions Made
by Nonprofit Organizations and Small
Business Firms Under Government
Awards, Contraots and Oooperative
Agreements. "

(d) The Federal Government has the
right to:

(1) Obtain, reproduce, publish, or oth-
erwise use the data produced under a
Federal award; and

(2)Authorize others to reoeive, repro-
duce, publish, 01' otherwise use suoh
data for Federal purposes.

(e) Freedom of Information Aot
(FOIA).
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1) Items of equipment with a current

per unit fair market value of $5, 000 or

less may be retained, sold or otherwise
disposed of with no further obligation

to the Federal awarding agency. 
2) Except as provided in § 200. 312 Fed- 

erally -owned and exempt property, 

paragraph ( b), or if the Federal award- 
ing agency fails to provide requested
disposition instructions within 120
days, items of equipment with a cur- 
rent per -unit fair- market value in ex- 

cess of $5, 000 may be retained by the
non - Federal entity or sold. The Federal
awarding agency is entitled to an
amount calculated by multiplying the
current market value or proceeds from
sale by the Federal awarding agency' s
percentage of participation in the cost
of the original purchase. If the equip- 
ment is sold, the Federal awarding
agency may permit the non - Federal en- 
tity to deduct and retain from the Fed- 
eral share $ 600 or ten percent of the
proceeds, whichever is less, for its sell- 
ing and handling expenses, 

3) The non - Federal entity may
transfer title to the property to the
Federal Government or to an eligible

third party provided that, in such
cases, the non- Federal entity must be
entitled to compensation for its attrib- 
utable percentage of the current fair
market value of the property. 

4) In cases 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 78608, Dec. 26, 2013, as amended at 79
PR 75884, Dec, 19, 20141

200.314 Supplies. 

See also § 200. 453 Materials and sup- 
plies costs, including costs of com- 
puting devices. 

a) Title to supplies will vest in the
non - Federal entity upon acquisition. If
there is a residual inventory of unused
supplies exceeding $5, 000 in total aggre- 
gate value upon termination or com- 
pletion of the project or program and
the supplies are not needed for any
other Federal award, the non - Federal

entity must retain the supplies for use
on other activities or sell them, but
must, in either case, compensate the
Federal Government for its share, The
amount of compensation must be com- 

200.315

puted in the same manner as for equip- 
ment. See § 200. 313 Equipment, para- 

graph (e)( 2) for the calculation method- 
ology. 

b) As long as the Federal Govern- 
ment retains an interest in the sup- 
plies, the non - Federal entity must not
use supplies acquired under a Federal
award to provide services to other or- 

ganizations for a fee that is less than
private companies charge for equiva- 

lent services, unless specifically au- 
thorized by Federal statute. 

200.315 Intangible property. 

a) Title to intangible property ( see
200. 59 Intangible property) acquired

under a Federal award vests upon ac- 

quisition in the non - Federal entity. 
The non - Federal entity must use that
property for the originally - authorized
purpose, and must not encumber the

property without approval of the Fed- 
eral awarding agency. When no longer
needed for the originally authorized
purpose, disposition of the intangible

property must occur in accordance
with the provisions in §200. 313 Equip- 
ment paragraph (e). 

b) The non - Federal entity may copy- 
right any work that is subject to copy- 
right and was developed, or for which

ownership was acquired, under a Fed- 
eral award. The Federal awarding agen- 
cy reserves a royalty -free, nonexclu- 
sive and irrevocable right to reproduce, 

publish, or otherwise use the work for
Federal purposes, and to authorize oth- 
ers to do so. 

c) The non - Federal entity is subject
to applicable regulations governing
patents and inventions, including gov- 
ernmentwide regulations issued by the
Department of Commerce at 37 CFR
Part 401, " Rights to Inventions Made

by Nonprofit Organizations and Small
Business Firms Under Government
Awards, Contracts and Cooperative

Agreements." 

d) The Federal Government has the
right to: 

1) Obtain, reproduce, publish, or oth- 

erwise use the data produced under a

Federal award; and

2) Authorize others to receive, repro- 
duce, publish, or otherwise use such
data for Federal purposes. 

e) Freedom of Information Act

FOIA). 
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§200.316

(1) In response to a Freedom of Infor-
mation Aot (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 foroe and effect of
law, the Federal awarding agency must
request, and the non-Federal entity
must provide, within a reasonable
time, the research data so that they
can be made available to the pubUc
through the procedures established
under the }<'OIA.If the Federal award-
ing agency obtains the research data
solely in response to a FOIA request,
the Federal awarding agency may
charge the requester a reasonable fee
equaling the full incremental cost of
obtaining the research data. This fee
should reflect ooets incurred by the
Federal agency and the non-Federal en-
tity. This fee is in addltion to any fees
the Federal awarding agency may as-
sess under the FOIA (5 U.S.C.
552(a)(4)(A».

(2) Published research findings means
when:

(i) Research findings are published in
a peer-reviewed scientific or teohnical
journal; or

(li) A Federal agency publioly and of-
ficially cites the research findings in
support of an agency action that has
the foroe and effect of law. "Used by
the Federal Government in developing
an agenoy aotion that has the force and
effect of law" is defined as when an
agenoy publioly and officially 01tes the
research findings in support of an agen-
cy action that has the force and effect
oflaw.

(8) Research data means the recorded
factual material commonly accepted in
the scientific community as necessary
to validate research findings, but not
any of the following: preliminary anal-
yses, drafts of soientifio papers, plans
for future research, peer reviews, or
oommunications with colleagues. This
"reoorded" material excludes physioal
objects (e.g., laboratory samples). Re-
search data also do not include:

(i) Trade seorets, oommercial infor-
mation, materials necessary to be held
confidential by a researcher until they
are published, or similar information
which is protected under law; and

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

(11) Personnel and medical informa-
tion and simtlar information the dis-
closure of which would constitute a
clearlv unwarranted invasion of per-
sonal privacy, suoh as information that
could be used to identify a particular
person in a research study.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76884, Dec.19, 2014]

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

gible property, that are acquired 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 aoquired .or improved.
The Federal awarding agency may re-
Quire the non-Federal entity to reoord
liens or other appropriate notices of
record to indioate that personal or real
property has been acquired or improved
with a Federal award and that use and
disposition conditione apply to the
property.

PROOUREMENT STANDARDS

§200.317 Procurements by states.
When procuring property and serv-

ioes under a Federal award, a state
must follow the same polioies and pro-
cedures it uses for procurements from
its non-Federal funds. The state will
comply with §200.822 Proourement of
recovered materials and ensure that
every purchase order or other contract
Includes any clauses required by see-
tion §200.826 Contract provisions. All
other non-Federal entities, including
subrecipients of a state, will follow
§§ 200.318 General proourement stand-
ards through 200.826 Contract provi-
sions.

§200.318 General procurement stand-
ards.

(a) The non-Federal entity must use
its own documented proourement pro-
oedures wbich reflect applicable State,
local, and tribal laws and regulations,
provided that the procurements con-
form to applicable Federal law and the
standards identified in this part.

(b) Non-Federal entities must main-
tain oversight to ensure that oontrac-
tors perform in accordance with the
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200.316

1) In response to a Freedom of Infor- 

mation Act (FOIA) request for research

data relating to published research
findings produced under a Federal

award that were used by the Federal
Government in developing an agency
action that has the force and effect of

law, the Federal awarding agency must
request, and the non,Federal 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 FOIA. If the Federal award- 

ing agency obtains 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 reflect costs incurred by the
Federal agency and the non- Federal en- 
tity. This fee is in addition to any fees
the Federal awarding agency may as- 
sess under the FOIA ( 5 U. S. C. 

552( a)( 4)( A)). 

2) Published research findings means
when: 

f) Research findings are published in
a peer - reviewed scientific or technical
journal; or

ii) A Federal agency publicly and of- 
ficially cites the research findings in
support of an agency action that has
the force and effect of law. " Used by
the Federal Government in developing
an agenoy action that has the force and
effect of law" is defined as when an

agency publicly and officially cites the
research findings in support of an agen- 

cy action that has the force and effect
of law. 

8) Research data means the recorded
factual material commonly accepted in
the scientific community as necessary
to validate research findings, but not
any of the following: preliminary anal- 
yses, drafts of scientific papers, plans

for future research, peer reviews, or

communications with colleagues. This
recorded" material excludes physical

objects ( e, g., 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 CFR Ch. II ( 1 - 1 - 15 Editlon) 

if) Personnel and medical informa- 
tion and similar information the dis- 
closure of which would constitute a

clearly unwarranted invasion of per- 
sonal privacy, such as information that
could be used to identify a particular
person in a research study. 

78 FR 78606, Dee, 26, 2013, as amended at 79
FR 75884, Dee. 19, 2014] 

200,316 Property trust relationship, 

Real property, equipment, and intan- 
gible property, that are acquired 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 agency may re- 
quire the non - Federal entity to record
liens or other appropriate notices of

record to indicate that personal or real

property has been acquired or improved
with a Federal award and that use and
disposition conditions apply to the
property. 

PROCUREMENT STANDARDS

200.317 Procurements by states. 

When procuring property and serv- 
ices under a Federal award, a state
must follow the same policies and pro - 
oedures it uses for procurements from
its non - Federal funds. The state will

comply with § 200.322 Procurement of
recovered materials and ensure that

every purchase order or other contract
includes any clauses required by sec- 
tion § 200. 326 Contract provisions. All
other non - Federal entities, including
subrecipients of a state, will follow

200. 318 General procurement Stand- 
ards through 200. 326 Contract provi- 

sions. 

200.318 General procurement stand- 
ards. 

a) The non - Federal entity must use
its own documented procurement pro- 
cedures which reflect applicable State, 

local, and tribal laws and regulations, 
provided that the procurements con- 

form to applicable Federal law and the
standards identified in this part. 

b) Non - Federal entities must main- 

tain oversight to ensure that contrac- 
tors perform in accordance with the
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terms, oonditions, and specifications of
their contracts or purchase orders.
(c)(1) The non-Federal entity must

maintain written standards of conduct
covering conflicts of interest and gov-
erning the actions of its employees en-
gaged in the seleotion, 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 01'
apparent oonflict of interest. Such a
conflict of interest would arise when
the employee, offioer, 01' agent, any
member of his or bel' immediate fam-
ily, bis or her partner, or an organiza-
tion wbioh employs or is about to em-
ploy any of the parties indicated here-
in, bas a finanoial or other interest in
01' a tangible personal benefit from a
firm oonsidered for a oontract. The of-
ficers, employees, and agents of the
non-Federal entity may neitber solicit.
nor accept gratuities, favors, or any-
thing of monetary value from oontrao-
tors or parties to subcontracts. How-
ever, non-Federal entities may set
standards for situations in whioh tbe
financial interest is not substantial or
tbe gift is an unsolioited item of nomi-
nal value. The standards of conduct
must provide for disciplinary aotions
to be applied for violations of such
standards by officers, employees, or
agents of the non-Federal entity.
(2) If the non-Federal entity has a

parent, affiliate, or subsidiary organi-
zation that is not a state, looal govern-
ment, or Indian tribe, the non-Federal
entity must also maintain written
standards of oonduot covering organi-
zational conflicts of interest. Organiza-
tional oonfliots of interest means that
because of relationships with a parent
company, affiliate, or subsidiary orga-
nization, the non-Federal entity is un-
able or appears to be unable to be im-
partial in conducting a procurement
action involving a related organiza-
tion.
(d) The non-Federal entity's proce-

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

§200.318

natives, and any other appropriate
analysis to determine the most eoo-
nomical approach.
(e) To foster greater economy and ef-

fioiency, and in accordance with efforts
to promote cost-effective use of shared
services across the Federal Govern-
ment, the non-Federal entity is encour-
aged to enter into state and local inter-
governmental agreements or inter-en-
tity agreements where appropriate for
procurement 01' use of common or
shared goods and services.
(f) The non-Federal entity is enoour-

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

aged to use value engineering clauses
in contracts for oonstruot,lon projects
of sufficient size to offer reasonable op-
portunities for cost reduotions. Value
engineering is a svstematfo and ore-
ative analysis of each contraot item 01'
task to ensure that its essential func-
tion is provided at the overall lower
cost.
(h) The non-Federal entity must

award contraots only to responsible
oontraotors possessing the ability to
perform sucoessfully under the terms
and conditions of a proposed procure-
ment. Consideration will be given to
such matters as oontractor integrity,
oomplianoe with publto policy, record
of past performanoe, and financial and
technioal resources. See also §200.212
Suspension and debarment.
(1) The non-Federal entity must

maintain records sufficient to detail
the history of procurement. Tbese
reoords will Include, but are not nee-
essarfly limited to the following: ra-
tionale for the method of procurement,
selection of contract type, contractor
selection or rejection, and the basis for
tbe contract price.
(j)(I) The non-Federal entity may use

a time and materials type contraot
only after a determination that no
other oontract is suitable and if the
contract includes a ceiling price that
the contractor exceeds at its own risk.
Time and materials type contract
means a contract whose cost to a non-
Federal entity is the sum of:
(i) The actual oost of materials; and
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terms, conditions, and specifications of

their contracts or purchase orders. 

c)( 1) The non - Federal entity must
maintain written standards of conduct

covering conflicts of interest and gov- 
erning the actions of its employees en- 
gaged in the selection, award and ad= 

ministration of contracts. No em- 

ployee, officer, or agent may partici- 
pate in the selection; award, or admin- 

istration of a contract supported by a
Federal award if he or she has a real or

apparent conflict of interest. Such a
conflict of interest would arise when

the employee, officer, or agent, any
member of his or her immediate fam- 

ily, his or her partner, or an organiza- 
tion which employs or is about to em- 

ploy any of the parties indicated here- 
in, has a financial or other interest in

or a tangible personal benefit from a
firm considered for a contract. The of- 

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 parties to subcontracts. How- 

ever, non - Federal entities may set
standards for situations in which the
financial interest is not substantial or
the gift is au unsolicited item of nomi- 
nal value. The standards of conduct

must provide for disciplinary actions
to be applied for violations of such

standards by officers, employees, or
agents of the non - Federal entity. 

2) If 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 also maintain written

standards of conduct covering organi- 

zational conflicts of interest. Organiza- 
tional conflicts of interest means that
because of relationships with a parent

company, affiliate, or subsidiary orga- 
nization, the non - Federal entity is un- 
able or appears to be unable to be im- 

partial in conducting a procurement
action involving a related organiza- 
tion. 

d) The non - Federal entity' s proce- 
dures must avoid acquisition of unnec- 

essary or duplicative items. Consider- 
ation should be given to consolidating
or breaking out procurements to ob- 
tain a more economical purchase. 
Where appropriate, an analysis will be

made of lease versus purchase alter- 

200.3 1 b

natives, and any other appropriate
analysis to determine the most eco- 
nomical approach. 

e) To foster greater economy and ef- 
ficiency, and in accordance with efforts
to promote cost - effective use of shared
services across the Federal Govern- 

ment, the non - Federal entity is encour- 
aged to enter into state and local inter- 

governmental agreements or inter -en- 

tity agreements where 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
equipment and property whenever such
use is feasible and reduces project
costs. 

g) The non - Federal entity is encour- 
aged to use value engineering clauses
in contracts for construction projects

of sufficient size to offer reasonable op- 
portunities for cost reductions. Value

engineering is a systematic and cre- 
ative analysis of each contract item or
task to ensure that its essential fanc- 
tion is provided at the overall lower

cost. 

h) The non - Federal entity must
award contracts only to responsible
contractors possessing the ability to
perform successfully under the terms
and conditions of a proposed procure- 

ment. Consideration will be given to

such matters as contractor integrity, 
compliance with public policy, record

of past performance, and financial and
technical resources. See also § 200. 212
Suspension and debarment. 

i) The non - Federal entity must
maintain records sufficient to detail

the history of procurement. These

records will include, but are not nec- 

essarily limited to the following: ra- 
tionale for the method of procurement, 
selection of contract type, contractor
selection or rejection, and the basis for

the contract price. 

j)( 1) The non - Federal entity may use
a time and materials type contract

only after a determination that no
other contract is suitable and if the

contract includes a ceiling price that
the contractor exceeds at its own risk. 

Time and materials type contract

means a contract whose cost to a non - 
Federal entity is the sum of: 

1) The actual cost of materials; and
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§200.319

(li) Direct labor hours charged at
fixed hourly rates that reflect wages,
general and administrative expenses,
and profit.

(2) Sinoe this formula generates an
open-ended oontraot price, a time-and-
materials contract provides no positive
profit incentive to the contractor for
cost control or labor efficiency. There-
fore, each contract must set a ceiling
price that the contractor exceeds at its
own risk. Further, the non-Federal en-
tity awarding such a contract muet as-
sert a high degree of oversight in order
to obtain reasonable assurance that
the contractor is using efficient meth-
ods and effective cost controls.
(k) The non-Federal entity alone

must be responsible, in accordance
with good administrative praotice and
sound business judgment, for the set-
tlement of all contractual and adminis-
trative issues arising out of procure-
ments. These issues include, but are.
not limited to, source evaluation, pro-
tests, disputes, and claims. These
standards do not relieve the non-Fed-
eral entity of any contractual respon-
sibilities under its contraots. 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, 01' Federal authority hav-
ing propel' jurisdiotion.
[78 FR 76flO8,Dec. 26, 2013, as amended at 79
FR 76884,Dec. 19, 2014J

§ 200.319 Competition.
(a) All procurement transactions

must be conducted in a manner pro-
viding full and open competition con-
sistent with the standards of this sec-
tion. In order to ensure objective con-
tractor performance and eliminate un-
fair competitive advantage, contrac-
tors that develop 01' draft specifica-
tions, requirements, statements of
work, or invitations for bids or re-
quests for proposals must be excluded
from oompeting for such proourements.
Some of the situations considered to be
restrictive of oompetition inolude but
are not limited to:
(1) Placing unreasonable require-

ments on firms ,in order for them to
qualify to do business;

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

(2) Requiring unnecessary experience
and excessive bonding;
(3) Nonoompetitive prioing praotioes

between firms 01' between affiliated
companies;

(4) Noncompetitive contracts to con-
sultants that are on retainer contracts:
(5) Organizational conflicts of inter-

est;
(6) Speoifying only a "brand name"

product instead of allowing "an equal"
product to be offered and descrfbtng'
the performance 01' other relevant re-
quirements of the procurement; and

(7) Any e.rbitrll.ry action in tl1e pro-
curement process.

(b) The non-Federal entity must con-
duot proourements in a manner that
prohibits the use of statutorily or ad-
ministratively imposed state, local. 01'
tribal geographical preferences in the
ev.aluation of bids or proposals, except
in those cases where applicable Federal
statutes expressly mandate or encour-
age geographic preference. Nothing in
bhts section preempts state licensing
laws. When contracting for arohttec-
tural and engineering (AlE) services,
geographic location may be a selection
criterion provided its application
leaves an appropriate number of quali-
fied firms, given the nature and size of
the projeot, to compete for the con-
tract.

(c) The non-Federal entity must have
written procedures for procurement
transactions. These procedures must
ensure that all solicitations:

(1) Incorporate a clear and accurate
description of the teohnical require-
mente for the material, product, or
service to be procured. Suoh descrip-
tion must not, in competitive procure-
ments, contain features which unduly
restrict competition. The description
may Include a statement of the quali-
tative nature of the material, product
or service to be procured and, when
necessary, must Bet forth those min-
imum essential characteristios and
standards to which it must conform if
it is to satisfy its intended use. De-
tailed product speoifications should be
avoided if at all possible. When it is
impraotioal or uneconomioal to make a
olear and accurate desoription of the
technical requirements, a "brand name
or equivalent" desoription may be used
as a means to' define the performance
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ii) Direct labor hours charged at
fixed hourly rates that reflect wages, 
general and administrative expenses, 

and profit. 

2) Since this formula generates an
open -ended contract price, a time-and- 
materials contract provides no positive

profit incentive to the contractor for
cost control or labor efficiency. There- 
fore, each contract must set a ceiling
price that the contractor exceeds at its
own risk. Further, the non - Federal en- 

tity awarding such a contract must as- 
sert a high degree of oversight in order
to obtain reasonable assurance that

the contractor is using efficient meth- 
ods and effective cost controls. 

k) The non - Federal entity alone
must be responsible, in accordance
with good administrative practice and

sound business judgment, for the set- 
tlement of all contractual and adminis- 

trative issues arising out of procure- 
ments. These issues include, but are
not limited to, source evaluation, pro- 

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 jurisdiction, 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76884, Dec. 10, 2014) 

200,319 Competition. 

a) All procurement transactions

must be conducted in a manner pro- 
viding full and open competition con- 
sistent with the standards of this sec- 
tion. In order to ensure objective con- 
tractor performance and eliminate un- 

fair competitive advantage, contrac- 

tors that develop or draft specifica- 
tions, requirements, statements of

work, or invitations for bids or re- 
quests for proposals must be excluded

from competing for such procurements. 
Some of the situations considered to be
restrictive of competition include but
are not limited to; 

1) Placing unreasonable require- 
ments on firms in order for them to

qualify to do business; 

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

2) Requiring unnecessary experience
and excessive bonding; 

3) Noncompetitive pricing practices
between firms or between affiliated

companies; 

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

5) Organizational conflicts of inter- 
est; 

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

quirements of the procurement; and

7) Any arbitrary action in the pro - 
ourement process. 

b) The non - Federal entity must con- 
duct procurements in a manner that

prohibits the use of statutorily or ad- 
ministratively imposed state, local, or
tribal geographical preferences in the

evaluation of bids or proposals, except

in those cases where applicable Federal

statutes expressly mandate or encour- 

age geographic preference. Nothing in
this section preempts state licensing
laws. When contracting for arohitee- 
tural and engineering ( A/E) services, 
geographic location may be a selection
criterion provided its application

leaves an appropriate number of quali- 
fied firms, given the nature and size of

the project, to compete for the con- 
tract. 

c) The non - Federal entity must have
written procedures for procurement
transactions. These procedures must
ensure that all solicitations: 

1) Incorporate a clear and accurate
description of the technical require- 

ments for the material, product, or

service to be procured. Such descrip- 
tion must not, in competitive procure- 

ments, contain features which unduly
restrict competition. The description

may include a statement of the quali- 
tative nature of the material, product
or service to be procured and, when

necessary, must set forth those min- 
imum essential characteristics and
standards to which it must conform if

It is to satisfy its intended use. De- 
tailed product specifications should be
avoided if at all possible. When it is
impractical or uneconomical to make a

clear and accurate description of the
technical requirements, a " brand name
or equivalent" description may be used
as a means to define the performance
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or other salient, requirements of pro-
ourement, The speoifio features of the
named brand which must be met by of-
fers must be olearly stated; and
(2) Identify all requirements whioh

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

sure that all prequalified lists of per-
sons, firms, or products which are used
in aoquiring goods and servioes are our-
rent and Include enough qualified
sources to ensure maximum open and
free competition. Also, the non-Federal
entity must not preclude potential bid-
ders from qualifying during the solici-
tation period.
[78 FR 78608, Dec. 26, 2013. M amended at 79
FR 760B5,Dec. 19, 2014]

§200.820 Methods of procurement to
be followed.

The non-Federal entity must use one
of the following methods of procure-
ment.
(a) Proourement by mioro-purchases.

Procurement by micro-purchase is the
acquisition of supplies or eervtces, the
aggregate dollar amount of which does
not exceed the mioro-purohase thresh-
old (§200.67 Micro-purohase). To the ex-
tent practicable, the non-Federal enti-
ty must distribute mtoro-purohasea eq-
uitably among qualified suppliers.
Micro-purohases may be awarded with-
out solioiting competitive quotations if
the non-Federal entity considers the
price to be reasonable.
(b) Procurement by smafl purchase

procedures. Small purchase procedures
are those relatively simple and infor-
mal proourement methods for securing
services, supplies, or other property
that do not oost more than the Sim-
plified Acquisition Threshold. If small
purchase procedures are used, prioe or
rate quotations must be obtained from
an adequate number of qualified
sources.
(0) Procurement by sealed bids (for-

mal advertising). Bids are publicly so-
ltorted and a firm fixed price contract
(lump sum or unit prioe) is awarded to
the responsible bidder whose bid, con-
forming with all the material terms
and conditions of the invitation for
bids, is the lowest in price. The sealed
bid method is the preferred method for

§200.320

procuring oonstruction, if the oondi-
tdons in paragraph (c)(I) of this seotion
apply.
(1) In order for sealed bidding to be

feasible, the foflowlng oonditions
should be present:
(1) A complete, adequate, and real-

istio speoifioation or purohase descrip-
tion is available;
(11) Two or more responsible bidders

are willing and able to oompete effec-
tively for the business; and
(iii) The proourement lends itself to a

firm fixed prioe oontraot and the serec-
tion of the suoceesrut bidder can be
made prinoipally on the basis of prioe.
(2) If sealed bids are used, the fol-

lowing requirements apply:
(i) Bids must be solioited from an

adequate number of known suppliers,
providing them suffioisnt response
time prior to the date set for opening
the bids, for state, looal, and tribal
governments, the invitation for bids
must be publically advertised;
(U) The invitation for bids, which

w111inolude any speoifications and per-
tinent attachments, must define the
items or services in order for the bidder
to properly respond;
(iii) 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 fixed prioe contraot award

will be made in writing to the lowest
responsive and responsible bidder.
Where speoified in bidding doouments,
faotors such as disoounts. transpor-
tation cost, and life ovole oosts must
be oonsidered in determining which bid
is lowest. Payment disoounts will only
be used to determine the low bid when
prior experience Indicates that such
disoounts are usually taken advantage
of; and
(v) Any or all bids may be rejected .if

there is a sound documented reason.
(d) Procurement by oompetitive pro-

posals. The teohnique of competitive
proposals is normally oonducted with
more than one source submitting an
offer, and either a fixed price or cost-
reimbursement type oontract is award-
ed. It is generally used when oonditions
are not appropriate for the use of
sealed bids. If this method is used, the
following requirements apply:
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or other salient requirements of pro - 

ourement. The specific features of the

named brand which must be met by of- 
fers must be clearly stated; and

2) Identify all requirements which
the offerors must fulfill and all other

factors to be used in evaluating bids or
proposals. 

d) The non - Federal entity must en- 
sure that all prequalified lists of per- 

sons, firms, or products which are used

in acquiring goods and services are cur- 
rent and include enough qualified
sources to ensure maximum open and

free competition, Also, the non- Pederal

entity must not preclude potential bid- 
ders from qualifying during the solici- 
tation period. 

76 FR 78608, Dec. 26, 2013, as amended at 79
PR 76086, Dec. 19, 20141

200. 820 Methods of procurement to
be followed. 

The non - Federal entity must use one
of the following methods of procure- 
ment. 

a) Procurement by micro- purchases. 
Procurement by micro - purchase is the
acquisition of supplies or services, the
aggregate dollar amount of which does
not exoeed the micro - purchase thresh- 
old Q200.67 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
the non - Federal entity considers the
price to be reasonable. 

b) Procurement by small purchase
procedures. Small purchase procedures

are those relatively simple and infor- 
mal procurement methods for seeuring
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

sources, 

c) Procurement by sealed bids ( for- 
mal advertising). Bids are publicly so- 
licited and a firm fixed price contract

lump sum or unit price) is awarded to
the responsible bidder whose bid, con- 

forming with all the material terms
and conditions of the invitation for
bids, is the lowest in price. The sealed

bid method is the preferred method for

200.320

procuring construction, if the condi- 
tions in paragraph ( c)( 1) of this section

apply, 

1) In order for sealed bidding to be
feasible, the following conditions

should be present: 

i) A complete, adequate, and real- 

istic specification or purchase descrip- 
tion is available; 

ii) Two or more responsible bidders

are willing and able to compete effec- 
tively for the business; and

iii) The procurement lends itself to a
firm fixed price contract and the selec- 

tion of the successful bidder can be

made principally on the basis of price, 
2) If sealed bids are used, the fol- 

lowing requirements apply: 
i) Bids must be solicited from an

adequate number of known suppliers, 

providing them sufficient response
time prior to the date set for opening
the bids, for state, local, and tribal
governments, the invitation for bids
must be publically advertised; 

ff) The invitation for bids, which

will include any specifications and per- 
tinent attachments, must define the

items or services in order for the bidder

to properly respond; 
ill) All bids will be opened at the

time and place prescribed in the Invita- 
tion for bids, and for local and tribal
governments, the bids must be opened

publicly; 

iv) A firm fixed price contract award

will 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 costs must

be considered in determining which bid
is lowest. Payment discounts will only
be used to determine the low bid when
prior experience indicates that such
discounts are usually taken advantage
of; and

v) Any or all bids may be rejected if
there is a sound documented reason, 

d) Procurement by competitive pro- 
posals, The technique of competitive

proposals is normally conducted with
more than one source submitting an
offer, and either a fixed price or cost - 
reimbursement type contract is award- 

ed. It is generally used when conditions
are not appropriate for the use of

sealed bids. If this method is used, the

following requirements apply: 
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§200.321

(1) Requests for proposals must be
publtcfzed and identify all evaluation
factors and their relative importanoe.
Any response to publiolsed requests for
proposals must be oonsidered to the
maximum extent praotioal;
(2) Proposals must be solioited from

an adequate number of qualified
sources;
(3) The non-Federal entity must have

a written method for oonduoting tech-
nioal evaluations of the proposals re-
oeived and for selectdng reoipients;
(4) oontracts must be awarded to the

responsible firm whose proposal is
most advantageous to the program,
with prioe and other factors consld-
ered; and
(5) The non-Federal entity may use

oompetitive proposal prooedures for
quallftcatdons-bassd procurement, of ar-
ohiteotural/engineering (AlE) profes-
sional services whereby oompetitors'
qualifications are evaluated and the
most qualified oompetitor is seleoted,
subject to negotiation of fair and rea-
sonable compensataon, The method,
where price is not used as a seleotion
factor, can only be used in procure-
ment of AlE professional servioes. It
oannot be used to purobase other types
of servioes though AlE firms are a po-
tential source to perform the proposed
effort.
(e) [Reserved]
(f) Proourement by noncornpetdttve

proposals. Proourement by non-
oompetitive proposals is proourement
through solioitation of a proposal from
only one source and may be used only
when one or more of the following oir-
oumstances apply:
(1) The item is available only from a

single souroe;
(2) The publio exigency or emergenoy

for the requirement will not permit a
delay resulting from oompetitive soltc-
itation;
(3) The Federal awarding agenoy or

pasB-throughentity expressly author-
izes nonoompetitive proposals in re-
sponse to .a written request from the
non-Federal entity; 01'
(4) After solioitation of a number of

sources, oompetition is determined in-
adequate ..
[76 FR 7860B,Dec. 26, 2013, as amended at 79
FR 75885,Dec. 19, 2014]

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

§200.321 Contracting" with small and
minority businesses, women's busi-
ness enterprises, and labor surplus
area firms.

(a) The non-Federal entity must take
all neoessary affirmative steps to as-
sure that minority businesses, women's
business enterprises, and labor surplus
area firms are used when possfble,

(b) Affirmative steps must inolude:
(1) Placing qualified small and mi-

nority businesses and women's business
enterprises on solioitation lists;
(2) Assuring that small and minority

businesses, and women's business en-
terprises are solioited whenever they
are potential souroes:
(3) Dividing total requirements, when

economically feasible, into smaller
tasks or quantities to permit max-
imum partioipation b~' small and mi-
noribz businesses, and women's busi-
ness enterprises;
(4) Establishing delivery schedules,

where the requirement permits, which
encourage partdoipataon by small and
minority businesses, and women's busi-
ness enterprises;
(5) Using the servioes and assisbanoe,

as appropriate, of such organizatfons as
the Small Business Administration and
the Minority Business Development
Agenoy of the Department of Oom-
meroe; and
(6) Requiring the prime contractor, if

subcontracts are to be let, to take the
affirmative steps listed in paragraphs
(1) through (5) of this seotion.

§200.822 Procurement of recovered
materials. .

A non-Federal entity that is a state
agenoy or agenoy of a politioal subdivi-
sion of a state and its contractors must
comply with seotaon 6002 of the Solid
Waste Disposal Act, as amended by the
Resouroe conservation and Recovery
Act. The requirements of Seotion 6002
inolude proouring only items des-
ignated in guidelines of the Environ-
mental Protection Agency (EPA) at 40
OFR part 247 that contain the h1ghe!3t
peroentage of recovered materials prao-
tioable, oonsistent with maintaining a
satisfaotory level of oompetition,
where the purchase price of the item
exceeds $10,000 01' the value of the
quantity acquired during the preceding'
fisoal year exoeeded $10,000;proouring
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1) Requests for proposals must be

publicized and identify all evaluation
factors and their relative importance. 

Any response to publicized requests for
proposals must be considered to the
maximum extent practical; 

2) Proposals must be solicited from

an adequate number of qualified

sources; 

3) The non - Federal entity must have
a written method for conducting tech- 
nical evaluations of the proposals re- 

ceived and for selecting recipients; 
4) Contracts must be awarded to the

responsible firm whose proposal is
most advantageous to the program, 
with price and other factors consid- 
ered; and

5) The non - Federal entity may use
competitive proposal procedures for
qualifications -based procurement of ar- 

chitectural/engineering ( AIR) profes- 

sional services 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 A/E professional services. It

cannot be used to purchase other types
of services though AIR firms are a po- 

tential source to perform the proposed
effort. 

e) [ Reserved] 

f) Procurement by noncompetitive
proposals. Procurement by non- 

competitive proposals is procurement
through solicitation of a proposal from

only one source and may be used only
when one or more of the following cir- 
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 resulting from competitive solic- 
itation; 

3) The Federal awarding agency or
pass- through entity expressly author- 
izes noncompetitive proposals in re- 
sponse to a written request from the

non- Federal entity; or
4) After solicitation of a number of

sources, competition is determined in- 
adequate, 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76885, Dec. 19, 20141
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200.321 Contracting with small and
minority businesses, women' s busi- 
nese enterprises, and labor surplus
area firms. 

a) The non - Federal entity must take
all necessary affirmative steps to as- 
sure that minority businesses, 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 solicitation lists; 

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

3) Dividing total requirements, when
economically feasible, into smaller
tasks or quantities to permit max- 

imum participation by small and mi- 
nority businesses, and women' s busi- 
ness enterprises; 

4) Establishing delivery schedules, 
where the requirement permits, which

encourage participation by small and
minority businesses, and women' s busi- 
ness enterprises; 

5) Using the services and assistance, 
as appropriate, of such organizations as

the Small Business Administration and

the Minority Business Development
Agency of the Department of Com- 
meroe; and

6) Requiring the prime contractor, if
subcontracts are to be let, to take the
affirmative steps listed in paragraphs

1) through (5) of this section. 

200.822 Procurement of recovered
materials. 

A non - Federal entity that is a state
agency or agency of a political subdivi- 

sion of a state and its contractors must

comply with section 6002 of the Solid
Waste Disposal Act, as amended by the
Resource Conservation and Recovery
Act. The requirements of Section 6002

Include procuring only items des- 
ignated in guidelines of the Environ- 

mental Protection Agency ( EPA) at 40
CFR part 247 that contain the highest
percentage of recovered materials prac- 

ticable, consistent with maintaining a
satisfactory level of competition, 

where the purchase price of the item

exoesds $ 10, 000 or the value of the

quantity acquired during the preceding
fiscal year exceeded $ 10, 000; procuring
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solid waste management services in a
manner that maximizes energy and re-
source recovery; and establishing an af-
firmative procurement program for
procurement of recovered materials
identified in the EPA guidelines.
[78 FR 78608,Dec. 26,2013,as amended at 79
FR 768B5,Dec.19,2014]

§200.323 Contract cost and price,
(a) The non-Federal entity must per-

form a cost or price analysis in conneo-
tion with every proourement action in
excess of the Simplified Aoquisition
Threshold including oontract modifioa-
tions, The method and degree of anal-
ysis is dependent on the facts sur-
rounding the partdoular proourement
situation, but as a starting point, the
non-Federal entity must make inde-
pendent estimates before reoeiving bids
or proposals.
(b) The non-Federal entity must ne-

gotiate profit as a separate element of
the price for eaoh contract in which
there is no price competition and in all
cases where cost analysis is performed.
To establish a fair and reasonable prof-
it, consideration must be given to the
complexity of the work to be per-
formed, the risk borne by the con-
tractor, the contractor's investment,
the amount of subcontracting, the
quality of its record of past perform-
ance, and industry profit rates in the
surrounding geographical area for
similar work.
(c) Costs or prices based on estimated

costs for contracts under the Federal
award are allowable only to the extent
that costs incurred or cost estimates
included in negotiated prices would be
allowable for the non-Federal entity
under Subpart E-CoBt Principles of
this part. The non-Federal entity may
reference its own cost principles that
comply with the Federal' cost prln-
ciplea,
(d) The cost plus a percentage of cost

and peroentage of oonstruction cost
methods of contracting must not be
used,

§200,324 Federal awarding agency or
pass-through entity review,

(a) The non-Federal entity must
make available, upon request of the
Federal awarding agenoy 01' pass-
through entity, technical speoifioa-

§200.324

tiona on proposed procurements where
the Federal awarding agenoy or pass-
through entity belleves such review is
needed to ensure that the item or serv-
ice specified is the one being proposed
for acquisi'tion. This review generally
will take place prior to the time the
speoifioation is incorporated into a so-
licitation document, However, if the
non-Federal entity desires to have the
review aooomplished after a solicita-
tion has been developed, the Federal
awarding agency or pass-through enti-
ty may still review the speofffcatdons,
with BIWh review usually limited to the
teohnical aspeote of the proposed pur-
chase,
(b) The non-Federal entity must

make available upon request, for the
Federal awarding agenoy or pass-
through en~ity pre-procurement re-
view, proourement documents, suoh as
requests for proposals or invitations
for bids, or independent cost estimates,
when:
(1) The non-Federal entity's procure-

ment procedures or operation fails to
comply with the procurement stand-
ards in this part;
(2) The procurement is expeoted to

exceed the Simplified Acquisition
Threshold and is to be awarded without
competition or only one bid or offer is
reoeived in response to a solioitation;
(3) The procurement, whioh is ex-

pected to exceed the Simplified Acqui-
sition Threshold, speoifies a "brand
name" product:
(4) The proposed' contract is more

than the Simplified Acquisition
Threshold and is to be awarded to
other than the apparent low bidder
under a sealed bid procurement: or
(5) A proposed oontract modification

changes the scope of a contract or in-
creases the contract amount by more
than the Simplified Aoquisition
Threshold.
(c) The non-Federal entity is exempt

from the pre-procurement review in
paragraph (b) of this section if the Fed-
eral awarding agenoy or pass-through
entity determines that its procurement
systems comply with the standards of'
this part.
(1) The non-Federal entity may reo

quest that its procurement system be
reviewed by the Federal awarding
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solid waste management services in a

manner that maximizes energy and re- 
source recovery; and establishing an af- 
firmative procurement program for

procurement of recovered materials

identified in the EPA guidelines. 

78 FR 78608, Dec. 26, 2013, as amended at 79

FR 76886, Dec. 19, 20141

200.323 Contract cost and price. 

a) The non - Federal entity must per- 
form a cost or price analysis in connec- 
tion with every procurement action in
excess of the Simplified Acquisition

Threshold including contract modifica- 
tions, The method and degree of anal- 

ysis is dependent on the facts sur- 

rounding the particular procurement
situation, but as a starting point, the
non - Federal entity must make inde- 
pendent estimates before receiving bids
or proposals. 

b) The non - Federal entity must ne- 
gotiate profit as a separate element of

the price for each contract in which

there is no price competition and in all

cases where cost analysis is performed. 
To establish a fair and reasonable prof- 
it, consideration must be given to the

complexity of the work to be per- 
formed, the risk borne by the con- 
tractor, the contractor' s investment, 
the amount of subcontracting, the

quality of its record of past perform- 
ance, and industry profit rates in the
surrounding geographical area for

similar work. 

c) Costs or prices based on estimated

costs for contracts under the Federal

award are allowable only to the extent
that costs incurred or cost estimates
included in negotiated prices would be
allowable for the non - Federal entity
under Subpart F —Cost Principles of

this part. The non - Federal entity may
reference its own cost principles that

comply with the Federal cost prin- 
ciples. 

d) The cost plus a percentage of cost

and percentage of construction cost

methods of contracting must not be
used. 

200.324 Federal awarding agency or
pass-through entity review. 

a) The non - Federal entity must
make available, upon request of the

Federal awarding agency or pass - 
through entity, technical specifica- 

tions on proposed procurements where

the Federal awarding agency or pass - 
through entity believes such review is
needed to ensure that the item or serv- 

ice specified is the one being proposed
for acquisition. This review generally
will take place prior to the time the
specification is incorporated into a so- 

hoitation document. However, if the

non - Federal entity desires to have the
review aoeomplished after a solicita- 

tion has been developed, the Federal

awarding agency or pass - through enti- 
ty may still review the specifications, 
with such review usually limited to the
technical aspects of the proposed pur- 
chase. 

b) The non - Federal entity must
make available upon request, for the

Federal awarding agency or pass - 
through entity pre - procurement re- 
view, procurement documents, such as
requests for proposals or invitations

for bids, or independent cost estimates, 
when: 

1) The non - Federal entity' s procure- 
ment procedures or operation fails to

comply with the procurement stand- 
ards in this part; 

2) The procurement is expected to
exceed the Simplified Acquisition

Threshold and is to be awarded without

competition or only one bid or offer is
received in response to a solicitation; 

3) The procurement, which is ex- 

pected to exceed the Simplified Acqui- 
sition Threshold, specifies a " brand

name" product; 

4) The proposed contract is more
than the Simplified Acquisition

Threshold and is to be awarded to
other than the apparent low bidder
under a sealed bid procurement; or

5) A proposed contract modification

changes the scope of a contract or in- 

creases the contract amount by more
than the Simplified Acquisition

Threshold. 

c) The non - Federal entity is exempt
from the pre - procurement review in

paragraph (b) of this section if the Fed- 

eral awarding agency or pass - through
entity determines that its procurement
systems comply with the standards of
this part. 

1) The non - Federal entity may re- 
quest that its procurement system be

reviewed by the Federal awarding
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§200.325

agency or pass-through entity to deter-
mine whether its system meets these
standards in order for its system to be
certified, Generally, these reviews
must occur where there is oontinuous
high-dollar funding, and third party
oontraots are awarded on a regular
basis;

(2) The non-Federal entity may self-
oertify its proourement system. Such
self-certifioation must not limit the,
Federal awarding agency's right to sur-
vey the system. Under a aelf-oertifi-
cation procedure, the Federal awarding
agency may rely on written assurances
from the non-Federal entity that it is
complying with these standards, The
non-Federal entity must cite specHic
policies, procedures, regulations, or
standards as being in compliance with
these requirements and have its system
available for review. '

§200.825 Bonding requirements.
For construction or faoility improve-

ment contracts or subcontracts exceed-
ing the Simplified Aoquisition Thresh-
old, the Federal awarding agency or
pass-through entity may accept the
bonding policy and requirements of the
non-Federal entity provided that the
Federal awarding agency or pass-
through entity has made a determina-
tion that the Federal interest is ade-
quately protected. If such a determIna-
tion has not been made, the minimum
requirements must be as follows:

(a) A bid guarantee from each bidder
equivalent to five percent of the bid
·price. The "bid guarantee" must con-
sist of a firm oommitment such as a
bid bond, oertified oheok, or other ne-
gotiable instrument accompanying a
bid as assurance that the bidder will,
upon acceptance of the bid, exeoute
such contractual documents as may be
required within the time specified.

(b) A performance bond on the part of
the contractor for 100 peroent of the
contract pries. A "performance bond"
is one executed in connection with a
eontract to secure fulfillment of all the
contractor's obligations under such
contract.

(c) A payment bond on the part of the
oontractor for 100 percent of the con-
traot price. A "payment bond" is one
executed in connection with a contract
to assure payment as required by law

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

of all persons supplytng' labor and ma-
terial in the execution of the work pro-
vided for in the oontraot.

§200.826 Contract provisions.
The non-Federal entity's contracts

must contain the applicable provisions
described in Appendix II to Part 20{}-
Contract Provisions for non-Federal
Entity Oonbracts Under Federal
Awards.

PERFORMANOE AND FINANOlAL
MONITORING AND REPORTING

§200.827 Financial reporting.
Unless otherwise approved by OMB,

the Federal awarding agency may so-
licit only the standard, OMB-approved
governmentwide data elements for col-
lection of financial information (at
time of publication the Federal Finan-
cial Report or suoh future colleotions
as may be approved by OMB and listed
on the OMB Web site). This informa-
tion must be colleoted with the fre-
quency required by the terms and con-
ditions of the Federal award, but no
less frequently than annually nor more
frequently than quarterly except in un-
usual ciroumstanoes, for example
where more frequent reporting is nec-
essary for the effective monitoring of
the Federal award or could signifi-
cantly affect program outcomes, and
preferably in coordination with per-
formance reporting,

200.328 Monitoring and reporting pro-
gram performance.

(a) Monitoring by the non-Federal enti-
ty, The non-Federal entity is respon-
sible for oversight of the operations of
the Federal award supported activities,
The non-Federal entity must monitor
its aottvrtiea under Federal awards to
assure compliance with applicable Fed-
eral requirements and performance ex-
peotations are being achieved. Moni-
toring by the non-Federal entity must
cover each program, funotion or activ-
ity. See also §200.331 Requirements for
pass-through entities.

(b) Non-constnlOtion performance re-
ports, The Federal' awarding agency
must use standard, OMB-approved data
elements for collection of performanoe
information (including performance
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agency or pass - through entity to deter- 
mine whether its system meets these

standards in order for its system to be
certified, Generally, these reviews

must occur where there 1s continuous

high- dollar funding, and third party
contracts are awarded on a regular

basis; 

2) The non - Federal entity may self - 

certify its procurement system. Such
self- certification must not limit the

Federal awarding agency' s right to sur- 
vey the system. Under a self- certifi- 
cation procedure, the Federal awarding

agency may rely on written assurances
from the non - Federal entity that it is
complying with these standards, The
non - Federal entity must cite specific
policies, procedures, regulations, or

standards as being in compliance with
these requirements and have its system
available for review. 

200.325 Bonding requirements. 
For construction or facility improve- 

ment contracts or subcontracts exceed- 

ing the Simplified Acquisition Thresh- 
old, the Federal awarding agency or
pass - through entity may accept the
bonding policy and requirements of the
non - Federal entity provided that the
Federal awarding agency or pass - 
through entity has made a determina- 
tion that the Federal interest is ade- 

quately protected. If such a determina- 
tion has not been made, the minimum
requirements must be as follows: 

a) A bid guarantee from each bidder
equivalent to five percent of the bid
price. The " bid guarantee" must con- 
sist of a firm commitment such as a
bid bond, certified check, or other ne- 

gotiable instrument accompanying a
bid as assurance that the bidder will, 
upon acceptance of the bid, execute

such contractual documents as may be
required within the time specified. 

b) A performance bond on the part of
the contractor for 100 percent of the
contract price. A " performance bond" 
is one executed in connection with a
contract to secure fulfillment of all the
contractor' s obligations under such

contract. 

o) A payment bond on the part of the
contractor for 100 percent of the con- 
tract price. A " payment bond" is one
executed in connection with a contract
to assure payment as required by law

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

of all persons supplying labor and ma- 
terial in the execution of the work pro- 
vided for in the contract. 

200.326 Contract provisions. 

The non - Federal entity' s contracts
must contain the applicable provisions
described in Appendix II to Part 200 — 
Contract Provisions for non - Federal

Entity Contracts Under Federal

Awards. 

PERFORMANCE AND FINANOIAL

MONITORING AND REPORTING

200.327 Financial reporting, 

Unless otherwise approved by OMB, 
the Federal awarding agency may so- 
licit only the standard, OMB- approved
governmentwide data elements for col- 
lection of financial information ( at

time of publication the Federal Finan- 
cial Report or such future collections

as may be approved by OMB and listed
on the OMB Web site). This informa- 
tion must be collected with the fre- 

quency required by the terms and con- 
ditions of the Federal award, but no

less frequently than annually nor more
frequently than quarterly except in un- 
usual circumstances, for example

where more frequent reporting is nec- 
essary for the effective monitoring of
the Federal award or could slgulfi- 

cantly affect program outcomes, and
preferably in coordination with per- 
formance reporting. 

200.328 Monitoring and reporting pro- 
gram performance. 

a) Monitoring by the non - Federal enti- 
ty. The non - Federal entity is respon- 
sible for oversight of the operations of
the Federal award supported activities. 

The non - Federal entity must monitor
its activities under Federal awards to
assure compliance with applicable Fed- 
eral requirements and performance ex- 

pectations are being achieved. Moni- 
toring by the non - Federal entity must
cover each program, function or activ- 

ity. See also § 200. 331 Requirements for
pass- through entities. 

b) Non - construction performance re- 

ports. The Federal awarding agency
must use standard, OMB - approved data
elements for collection of performance
information ( including performance
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progress reports, Research Perform-
ance Progress Report, or suoh future
collections as may be approved by OMB
-and listed on the OMB Web Bite).
(1) The non-Federal entity must' sub-

mit performance reports at the inter-
val required by the Federal awarding
agenoy or pass-through entity to best
Inform improvements in program out-
comes and productivity. Intervals must
be no less frequent than annually nor
more frequent than quarterly except in
unusual otrcumstances, for example
where more frequent reporting is nee-
eSsar~7for the effeotive'monitoring of
the Federal award or could signifi-
cantly affect 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 agenoy or pass-through enti-
ty may require annual reports before
the anniversary dates of multiple year
Federal awards. The final performance
report will be due 90 calendar days
after the period of performance end
date. If a justified request 1s submitted
by a non-Federal entity, the Federal
agency may extend the due date for
any performanoe report.
(2) The non-Federal entity must sub-

mit performance reports using OMB-
approved governmentwide standard in-
formation collections when providing
performance information. As appro-
priate in accordance with above men-
tioned information collections, these
reports will contain, for each Federal
award, brief information on the fol-
lowing unless other collections are ap-
proved by OMB:
(i) A comparison of actual accom-

plishments to the objectives of the
Federal award established for the pe-
riod. Where the aocomplishments of
the Federal award can be quantified, a
oomputation of the cost (for example,
related to units of accomplisbment)
may be required if that information
will be useful. Where performance
trend data and analysis would be in-
formative to the Federal awarding
agency program, the Federal awarding
agency should include this as a per-
formance reporting requirement.
(ii) 'The reasons why established

goals were not met, if appropriate.

§200.329

(iii) Additional pertinent information
including, when appropriate, analysis
and explanation of cost overruns or
high unit costs.
(c) Oonstruction performance reports.

For the most part, onsite technioal in-
spectdons and oertified percentage of
completion data are relied on heavily
by Federal awarding agencies and pass-
through entities to monitor progress
under Federal awards and subawards
for construction. The Federal awarding
agency may require additional per-
formance 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 ao-
tivity. In such cases, the non-Federal
entity must inform the Federal award-
ing agenoy or pass-through entity as
Boon as the following types of condi-
tions become known:
(1) Problems, delays, or adverse eon-

ditions which will materially Impatr
the ability to meet the objeotive of the
Federal award. This disclosure must in-
clude a statement of the action taken,
01' contemplated, and any assistance
needed to resolve the situation.
(2) Favorable developments which en-

able meeting time schedules and objec-
tives sooner or at less cost than antici-
pated or producing more 01' different
beneficial results than originally
planned.
(e) The Federal awarding agency may

make site visits as warranted by pro-
gram needs.
(f) The Federal awarding agenoy may

waive any performance report required
by this part if not needed.

§200.829 Reporting on real property.
The Federal awarding agency or pass-

through entity must require a non-Fed-
eral entity to submit reports at least
annually on the status of real property
in whioh the Federal Government re-
tains an interest, unless the Federal in-
terest in the real property extends 15
years or longer. In those instanoes
where the Federal interest attached is
for a period of 15 years or more, the
Federal awarding agenoy or pass-
through entity, at its option, may re-
quire the non-Federal entity to report
at various multi-year frequencies (e.g.,
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progress reports, Research Perform - 
ance Progress Report, or such future

collections as may be approved by OMB
and listed on the OMB Web site). 

1) The non - Federal entity must sub- 
mit performance reports at the inter- 

val required by the Federal awarding
agency or pass - through entity to best
Inform improvements in program out- 

comes and productivity. Intervals must
be no less frequent than annually nor
more frequent than quarterly except in
unusual circumstances, for example

where more frequent reporting is nec- 
essary for the effective' monitoring of
the Federal award or could signifi- 

cantly affect 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 pass- through enti- 
ty may require annual reports before
the anniversary dates of multiple year
Federal awards. The final performance

report will be due 90 calendar days
after the period of performance end

date. If a justified request is submitted

by a non - Federal entity, the Federal
agency may extend the due date for
any performance report. 

2) The non - Federal entity must sub- 
mit performance reports using OMB - 
approved governmentwide standard in- 
formation collections when providing
performance information. As appro- 
priate in accordance with above men- 
tioned information collections, these
reports will contain, for each Federal
award, brief information on the fol- 
lowing unless other collections are ap- 
proved by OMB: 

i) A comparison of actual acoom- 

plishments to the objectives of the
Federal award established for the pe- 
riod. Where the aocomplishments of
the Federal award can be quantified, a
computation of the cost ( for example, 
related to units of accomplishment) 

may be required if that information
will be useful. Where performance

trend data and analysis would be in- 
formative to the Federal awarding
agency program, the Federal awarding
agency should include this as a per- 
formance reporting requirement. 

ii) The reasons why established
goals were not met, if appropriate. 

iii) Additional pertinent information

including, when appropriate, analysis
and explanation of cost overruns or

high unit costs. 
c) Construction performance reports. 

For the most part, onsite technical in- 
spections and certified percentage of

completion data are relied on heavily

by Federal awarding agencies and pass - 
through entities to monitor progress

under Federal awards and subawards

for construction. The Federal awarding

agency may require additional per- 
formance reports only when considered
necessary. 

d) Significant developments. Events

may occur between the aeheduled 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
soon as the following types of condi- 
tions become known: 

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 situation. 
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
beneficial results than originally

planned. 

e) The Federal awarding agency may
make site visits as warranted by pro- 
gram needs. 

f) The Federal awarding agency may
waive any performance report required

by this part if not needed. 

200.329 Reporting on real property. 

The Federal awarding agency or pass - 
through entity must require a non -Fed- 
eral entity to submit reports at least
annually on the status of real property
in which the Federal ( Government re- 
tains an interest, unless the Federal in- 
terest in the real property extends 15
years or longer. In those instances
where the Federal interest attached is
for a period of 15 years or more, the

Federal awarding agency or pass - 
through entity, at its option, may re- 
quire the non - Federal entity to report
at various multi -year frequencies ( e. g., 
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every two years or every three years,
not to exceed a five-year reporting pe-
riod; or a Federal awarding agency or
pass-through entity may require an-
nual reporting for the first three years
of a Federal award and thereafter re-
quire reporting every five years).

SUBRECIPIENT MONITORING AND
MANAGEMENT

§200.330 Subrecipient and contractor
determinations.

The non-Federal entity may concur-
rently receive Federal awards as I), re-
oipient, a subreotptent, and a con-
tractor. depending on the substance of
its Itgreements with Federal awarding
agencies and pass-through entities.
Therefore, a pass-through entity must
make case-by-case determinations
whether each agreement it makes for
the disbursement of Federal program
funds casts the party receiving the
funds in the role of a subrecipient or a
contractor. The Federal awarding
agency may supply and require recipi-
ents to oomply with additional guid-
ance to support these determinations
provided such guidance does not con-
flict with this section.
(a) Subreciplents. A subaward is for

the purpose of carrying out a portion of
a Federal award and creates a Federal
assistance relationship with the sub-
recipient. See §200.92 Subaward. Char-
acteristics which support the classi-
fication of the non-Federal entity as a
subrecipient include when the non-Fed-
eral entity:
(1) Determines who is eligible to re-

ceive what Federal assistance;
(2) Has its performance measured in

relation to whether objectives of a Fed-
eral program were met;
(3) Has responsibility for pro-

grammatic deoision making;
(4) Is responsible for adherence to ap-

plicable Federal program requirements
speotfted in the Federal award; and
(5) In accordance with its agreement,

uses the Federal. funds to carry out a
program for a public purpose specified
in authorizing statute, as opposed to
providing goods or services for the ben-
efit of the pass-through entity.
(b) Contractors. A contract is for the

purpose of obtaining goods and services
for the non-Federal entity's own use

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

and creates a procurement relationship
with the contractor. See §200.22 Con-
tract. Characteristics indicative of a
procurement relationship between the
non-Federal entity and a contractor
are when the non-Federal entity re-
ceiving the Federal funds:
(1) Provides the goods and services

within normal business operations;
(2) Provides similar goods or services

to many different purchasers;
(3) Normally operates in a competi-

tive environment;
(4) Provides goods or services that

are anclllary to the operation of the
Federal program; and
(5) Is not subfeot to compliance re-

quirements of the Federal program as a
result of the agreement. though similar
requirements may apply for other rea-
sons.
(c) Use of judgment in making deter-

mination. In determining whether an
agreement between a pass-through en-
tity and another non-Federal entity
casts the latter 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
cla8sifying each agreement as a
subaward or a procurement contract.

§200.831 Requirements for pass-
through entities.

All pass-through entities must:
(a) Ensure that every subaward is

clearly identified to the subrecipient as
aaubaward and includes the following
information at the time of the
subaward and if any of these data ele-
ments change, include the changes in
subsequent subaward modification.
When Borne of this information is not
available, the pass-through entity
must provide the best information
available to desoribe the Federal award
and subaward. Required information
includes:
(1) Federal Award Identification.
(i) Subreoipient name (which must

match the name associated with its
unique entity identifier);

(11) Subrecipient's unique entity
iden tifi er;
(iii) Federal Award Identification

Number (FAlN);
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every two years or every three years, 
not to exceed a five -year reporting pe- 
riod; or it Federal awarding agency or
pass- through entity may require an- 
nual reporting for the first three years
of a Federal award and thereafter re- 
quire reporting every five years). 

SUBRECIPIENT MONITORING AND

MANAGEMENT

200.330 Subrecipient and contractor
determinations, 

The non - Federal entity may concur- 
rently receive Federal awards as a re- 
cipient, a subreoipient, and a con- 

tractor, depending on the substance of
its agreements with Federal awarding
agencies and pass - through entities. 

Therefore, a pass - through entity must
make case -by -case determinations

whether each agreement it makes for
the disbursement of Federal program

funds casts the party receiving the
funds in the role of a subrecipient or a
contractor. The Federal awarding

agency may supply and require recipi- 
ents to comply with additional guid- 
ance to support these determinations
provided such guidance does not con- 

flict with this section. 

a) Subrecipients. A subaward is for
the purpose of carrying out a portion of
a Federal award and creates a Federal
assistance relationship with the sub- 
recipient. See § 200. 92 Subaward. Char- 
acteristics which support the classi- 

fication of the non - Federal entity as a
subrecipient include when the non -Fed- 

eral entity: 
1) Determines who is eligible to re- 

ceive what Federal assistance; 

2) Has its performance measured in
relation to whether objectives of a Fed- 
eral program were met; 

3) Has responsibility for pro- 

grammatic decision making; 
4) Is responsible for adherence to ap- 

plicable Federal program requirements
specified in the Federal award; and

5) in accordance with its agreement, 

uses the Federal. funds to carry out a
program for a public purpose specified

In authorizing statute, as opposed to
providing goods or services for the ben- 
efit of the pass- through entity. 

b) Contractors. A contract is for the

purpose of obtaining goods and services

for the non - Federal entity's own use

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

and creates a procurement relationship

with the contractor. See § 200. 22 Con- 
tract. Characteristics indicative of a

procurement relationship between the
non - Federal entity and a contractor
are when the non - Federal entity re- 
ceiving the Federal funds: 

1) Provides the goods and services

within normal business operations; 

2) Provides similar goods or services

to many different purchasers; 
3) Normally operates in a competi- 

tive environment; 

4) Provides goods or services that

are ancillary to the operation of the
Federal program; and

b) Is not subject to compliance re- 
quiroments of the Federal program as a
result of the agreement, though similar

requirements may apply for other rea- 
sons. 

c) Use of judgment in making deter- 
mination. In determining. whether an
agreement between a pass - through en- 

tity and another non - Federal entity
casts the latter as a subreoipient 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 oases, and the pass - 

through entity must use judgment in
classifying each agreement as a

subaward or a procurement contract. 

200.831 Requirements for pass - 

through entities. 

All pass- through entities must: 
a) Ensure that every subaward is

clearly identified to the subreoipient as
a subaward and includes the following
information at the time of the

subaward and if any of these data ele- 
ments change, include the changes in
subsequent subaward modification. 

When some of this information is not
available, the pass- through entity

must provide the best information

available to describe the Federal award

and subaward, Required information
includes: 

1) Federal Award Identification, 

i) Subrecipient name ( which must

match the name associated with its

unique entity identifier); 
ii) Subreeipient' s unique entity

identifier; 

iii) Federal Award Identification

Number (FAIN); 
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(iv) Federal Award Date (see §200.39
Federal award date);
(v) Subaward Period of Performance

Start and End Date;
(vi) Amount of Federal Funds Obli-

gated by this action;
(vii) Total Amount of Federal Funds

Obligated to the subreoipient;
(vii!) Total Amount of the Federal

Award;
(ix) Federal award project descrtp-

tion, as required to be responsive to
the Federal Funding Accountability
and Transparency Act (FFATA);
(x) Name of F'edera.l awarding agency,

pass-through entity, and contact infor-
mation for awarding official,
(xi) CFDA Number and Name; the

pass-through entity must identify the
dollar amount made avarlable under
each Federal award and the CFDA
number at time of disbursement;
(xii) Identification of whether the

award is R&D; and
(xiti) Indirect cost rate for the Fed-

eral award (Including if the de minimis
rate is oharged per §200.414 Indireot
(F&A) costs).
(2) All requirements imposed by the

pass-through entity on the sub-
reoipient so that the Federal award is
used in accordance with Federal stat-
utes, regulations and the terms and
conditions of the Federal award.
(3) Any additional requirements that

the pass-through entity imposes on the
subreedptent in order for the pass-
through entity to meet its own respon-
sibility to the Federal awarding agency
including identification of any required
financial and performance reports;
(4) An approved federally recognized

indirect cost rate negotiated between
the subrecipient and the Federal Gov-
ernment or, if no such rate exists, ei-
ther a rate negotiated between the
pass-through entity and the sub-
recipient (in compliance with this
part), or a de minimis indirect oost
rate as defined in §200.414 Indireot
(F&A) costs, paragraph (f) of this part.
(5) A requirement that the sub-

recipient permit the pass-through enti-
ty and auditors to have access to the
subreolptenu's records and financial
statements as necessary for the pass-
through entity to meet the require-
ments of this part; and

§200.331

(6) Appropriate terms ,and conditions
conoerning olossout of the subaward.
(b) Evaluate each eubrectpienu's risk

of nonoompliance with Federal stat-
utes, regulations, and the terms and
oonditions of the subaward for purposes
of determining the appropriate sub-
reoipient monitoring described in para-
graphs (d) and (e) of this seotion, which
may include consideration of such rae-
tors as:
(1) The subreoiplenb's prior experi-

ence with the same or similar sub-
awards;
(2) The results of previous audits in-

cluding whether or not the sub-
recipient receives a Single Audit in ac-
cordance with Subpart F-Audit Re-
quirements of this part, and the extent
to which the same or similar subaward
has been audited as a major program;
(3) Whether the subrecipient has new

personnel or new or substantially
changed systems; and
(4) The extent and results of Federal

awarding agency monitoring (e.g., if
the subrectplent also reoeives Federal
awards directly from a Federal award-
ing agency).
(c) Consider imposing specific

subaward oonditions upon a sub-
recipient if appropriate as described in
§200.207Specific conditions.
(d) Monitor the activities of the sub-

reoipient as neoessary to ensure that
the subaward is used for authorized
purposes, in compltanoe with Federal
statutes, regulations. and the terms
and conditions of the subaward; and
that subaward performance goals are
achieved. Pass-through entity moni-
toring of the subrectpient must in-
olude:
(1) Reviewing financial and perform-

ance reports required by the pass-
through entity.
(2) Following-up and ensuring that

the subrecipient takes timely and ap-
propriate action on all defioienoies per-
taining to the Federal award provided
to the subrecipient ,rrom the pass-
through entity deteoted tbJ.'ough au-
dits, on-site reviews, and other means.
(3) Issuing a management decision for

audit findings pertaining to the Fed-
eral award provided to the subrecipient
from the pass-through entity as re-
quired by §200.621'Management deci-
sion.
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iv) Federal Award Date ( see § 200. 39
Federal award date); 

v) Subaward Period of Performance

Start and End Date; 

vi) Amount of Federal Funds Obli- 

gated by this action; 
vii) Total Amount of Federal Funds

Obligated to the subrecipient; 

viii) Total Amount of the Federal

Award; 

ix) Federal award project desorip- 
tion, as required to be responsive to

the Federal Funding Accountability
and Transparency Act (FFATA); 

x) Name of Federal awarding agency, 
pass- through entity, and contact infor- 
mation for awarding official, 

xi) CFDA Number and Name, the

pass- through entity must identify the
dollar amount made available under

each Federal award and the CFDA
number at time of disbursement; 

xii) Identification of whether the
award is R &D; and

x111) Indirect cost rate for the Fed- 

eral award ( including if the de minimis
rate is charged per § 200. 414 Indirect

F &A) costs). 

2) All requirements imposed by the
pass - through entity on the sub- 

recipient so that the Federal award Is
used in accordance with Federal stat- 
utes, regulations and the terms and
conditions of the Federal award. 

3) Any additional requirements that
the pass- through entity imposes on the
subrecipient in order for the pass - 

through entity to meet its own respon- 
sibility to the Federal awarding agency
including identification of any required
financial and performance reports; 

4) An approved federally recognized
indirect cost rate negotiated between
the subreeipient and the Federal Gov- 
ernment or, if no such rate exists, ei- 

ther a rate negotiated between the

pass- through entity and the sub- 
recipient ( in compliance with this
part), or a de minimis indirect cost
rate as defined in § 200,414 Indirect

F &A) costs, paragraph ( f) of this part. 
6) A requirement that the sub- 

recipient permit the pass - through enti- 

ty and auditors to have access to the
subrecipient' s records and financial
statements as necessary for the pass - 
through entity to meet the require- 
ments of this part; and

6) Appropriate terms and conditions

concerning closeout of the subaward. 
b) Evaluate each subrecipient' s risk

of noncompliance with Federal stat- 
utes, regulations, and the terms and
conditions of the subaward for purposes

of determining the appropriate sub- 
recipient monitoring described in para- 
graphs ( d) and ( e) of this section, which

may include consideration of such fac- 
tors as: 

1) The subrecipient' s prior experi- 
ence with the same or similar sub - 

awards; 

2) The results of previous audits in- 
cluding whether or not the sub- 
recipient receives a Single Audit in ac- 
cordance with Subpart F —Audit Re- 
quirements of this part, and the extent
to which the same or similar subaward
has been audited as a major program; 

3) Whether the subrecipient has new
personnel or new or substantially

changed systems; and

4) The extent and results of Federal

awarding agency monitoring ( e. g., if

the subrecipient also receives Federal

awards directly from a Federal award- 
ing agency). 

e) Consider imposing specific

subaward conditions upon a sub- 

recipient if appropriate as described in
200. 207 Specific conditions. 

d) Monitor the activities of the sub- 

recipient as necessary to ensure that
the subaward is used for authorized

purposes, in compliance with Federal
statutes, regulations, and the terms
and conditions of the subaward; and
that subaward performance goals are

achieved. Pass - through entity moni- 
toring of the subrecipient must in- 
clude: 

1) Reviewing financial and perform- 
ance reports required by the pass - 
through entity. 

2) Following -up and ensuring that
the subrecipient takes timely 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 pertaining to the Fed- 
eral award provided to the subreoipient

from the pass - through entity as re- 
quired by § 200. 621 Management deci- 
sion. 
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(e) Depending upon the pass-through
entity'e assessment of risk posed by
the subreoipient (as desoribed in para-
graph (b) of this section), the following
monitoring tools may be useful for the
pass-through entity to ensure proper
acoountability and oompllance with
program requirements and achieve-
ment of performance goals:

(1) Providing subreclpients with
training and technical assistance on
program-related matters; and
(2) Performing on-site reviews of the

subrecipient's program operations;
(3) Arrcmging for agread-upon-proce-

dures engagements as described in
§200.425 Audit services.

(f) Verify that every subreciptent is
audited as required by Subpart F-
Audit Requirements of this part when
it is expected that the subrecipient's
Federal awards expended during the re-
speotive fisoal year equaled or exceeded
the threshold set forth in §200.501 Audit
requirements.

(g) Consider whether the results of
the subreoiptent'a audits, on-site re-
views, or other monitoring Indicate
conditions that necessitate adjust-
ments to the pass-through entity's own
records.

(h) Consider taking enforcement ac-
tion against noncompliant subreolpl-
ents as desoribed in §200.338 Remedies
for noncompliance of this part and in
program regulations.
[78 FR 78608. Deo. 26, 2013, as amended at 79
FR 75865, Deo. 19, 2014]

§200.332 Fixed amount subawards,
With prior written approval from the

Federal awarding agency, a pass-
thl'ough entity may provide subawards
based on fixed amounts up to the Sim-
plified Aoquisition Threshold, provided
that the subawards meet the require-
ments for fixed amount awards in
§200,201 Use of grant agreements (in-
eluding fixed amount awards), coopera-
tive agreements, and oontraots.

REOORD RETENTION AND AOCESS

§ 200.355 Retention requirements for
records.

Financial records, supporting doou-
ments, statistioal records, and all
other non-Federal entity records perti-
nent to a Federal award must be re-

2 CFRen, II (H-15 Edlllon)

talned for a period of three years from
the date of subrnlssion of the final ex-
pendIture report or, for Federal awards
that are renewed quarterly or annu-
ally. from the date of the eubmtseton of
the quarterly or annual financial re-
port, respeotivelv, as reported to the
Federal awarding agency or pass-
through entity in the case of a Bub-
reoipient, Federal awarding agencies
and pass-through entities must not im-
pose any other reoord retention re-
quirements upon non-Federal entities.
The only exceptions are the following:
(a) If a.ny lit1gation. claim, or audit

is started before the expiration of the
3-year periOd, the records must be re-
tained until all litigation, claims, or
audit findings involving the records
have been resolved and final action
taken.

(b) When the non-Federal entity is
notified in writing by the Federal
awarding agency, oognizant agency for
audit, oversight agency for audit, cog-
riizant agenoy for indirect costs, or
pass-through entity to extend the re-
tention period.

(c) Reoords for real property and
equipment acquired with Federal funds
must be retained for 3 years after final
disposition.

(d) When records are transferred to or
matntained by the Federal awarding
agency or pass-through entity, the 3-
year retention requirement is not ap-
plicable to the non-Federal entity.

(e) Records for program income
transactions after the period of per-
formance. In some cases recipients
must report program income after the
period of performance. Where there is
such a requirement, the retention pe-
riod for the records pertaining to the
earning of the program Income starts
from the end of the non-Federal enti-
ty's fisoal year in whioh the program
income is earned.

(f) Indtreot cost rate proposals and
cost allocations plans. This paragraph
applies to the following types of docu-
ments and their supporting records: in-
direct cost rate computations or pro-
posals, cost allooation plans, and any
simtlar aooounting computations of
the rate at which a particular group of
costs is chargeable (such as computer
usage ohargebaok rates or composite
fringe benefit rates).
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e) Depending upon the pass- through
entity' s assessment of risk posed by
the subreeipient ( as described in para- 
graph (b) of this section), the following
monitoring tools may be useful for the
pass- through entity to ensure proper

accountability and compliance with
program requirements and achieve- 

ment of performance goals: 

1) Providing subreoipients with

training and technical assistance on
program- related matters; and

2) Performing on -site reviews of the
subrecipient' s program operations; 

3) Arranging for agreed- upon- proce- 
dures engagements as described in

200. 425 Audit services. 

f) Verify that every subrecipient is
audited as required by Subpart F— 
Audit Requirements of this part when
it is expected that the enbreeipient' s

Federal awards expended during the re- 
spective fiscal year equaled or exceeded

the threshold set forth in § 200. 501 Audit
requirements. 

g) Consider whether the results of
the subrecipient' s audits, on -site re- 

views, or other monitoring indicate
conditions that necessitate adjust- 

ments to the pass - through entity' s own
records. 

h) Consider taking enforcement ac- 
tion against noncompliant subrecipi- 

ents as described in § 200,938 Remedies
for noncompliance of this part and in
program regulations. 

78 FR 78608, Dec. 26, 2013, as amended at 70
FR 75885, Dec. 10, 20141

200.332 Fixed amount subawards. 

With prior written approval from the

Federal awarding agency, a pass - 

through entity may provide subawards
based on fixed amounts up to the Sim- 
plified Acquisition Threshold, provided
that the subawards meet the require- 

ments for fixed amount awards in
200.201 Use of grant agreements ( in- 

cluding fixed amount awards), coopera- 
tive agreements, and contracts. 

REdoRD RETENTION AND AccEss

200.333 Retention requirements for
records. 

Financial records, supporting docu- 
ments, statistical records, and all

other non - Federal entity records perti- 
nent to a Federal award must be re- 

2 CFR Ch. II ( 1 - 1 - 16 Edition) 

twined for a period of three years from
the date of submission of the final ex- 
penditure report or, for Federal awards

that are renewed quarterly or annu- 

ally, from the date of the submission of
the quarterly or annual financial re- 
port, respectively, as reported to the
Federal awarding agency or pass - 
through entity in the case of a sub - 
recipient. Federal awarding agencies
and pass- through entities must not im- 
pose any other record retention re- 
quirements upon non- Federal entities. 

The only exceptions are the following: 
a) IS any litigation, claim, or audit

is started before the expiration of the

3 -year period, the records must be re- 
tained until all litigation, claims, or

audit findings involving the records
have been resolved and final action
taken. 

b) When the non - Federal entity is
notified in writing by the Federal
awarding agency, cognizant agency for
audit, oversight agency for audit, cog- 
nizant agency for 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 years after final
disposition. 

d) When records are transferred to or

maintained by the Federal awarding
agency or pass - through entity, the 3- 
year retention requirement is not ap- 
plicable to the non - Federal entity. 

e) Records for program income

transactions after the period of per - 
formance. In some cases recipients

must report program income after the
period of performance. Where there is

such a requirement, the retention pe- 

riod for the records pertaining to the
earning of the program income starts
from the end of the non - Federal enti- 

ty' s fiscal year in which the program
income is earned. 

f) Indirect cost rate proposals and

cost allocations plans, This paragraph

applies to the following types of docu- 
ments and their supporting records: in- 
direct cost rate computations or pro- 

posals, cost allocation plans, and any

similar accounting computations of

the rate at which a particular group of
costs is chargeable ( such as computer
usage ehargebaek rates or composite

fringe benefit rates). 
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(1) If submitted for negotiation. If the
proposal, plan, or other oomputation 1s
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-year reten-
tion period for its supporting records
starts from the date of such submis-
sion.

(2) If not submitted for negotiation. If
the proposal, plan, or other computa-
tion is not required to be submitted to
the Federal Government (or to the
pass-through entity) for negotiation
purposes, then the 3-year retention pe-
riod for the proposal, plan, or computa-
tion and its supporting records starts
from the end of the fisoal year (or
other aooounting period) oovered by
the proposal, plan, or other computa-
tion.

§200.334 Requests for transfer of
records.

The Federal awarding agency must
request transfer of certain records to
its custody from 'the non-Federal enti-
ty when it determines that the records
possess long-term retention value.
However, in order to avoid duplicate
reoordkeeping, the Federal awarding
agency may make arrangements for
the non-Federal entity to retain any
records that are continuously needed
for joint use.

§ 200.335 Methode for collection, trans·
mission and storage of information.

In accordance with the May 2013Ex-
ecutive Order on Making Open and Ma-
chine Readable the New Default for
Government Information, the Federal
awarding agenoy and the non-Federal
entity should, whenever practicable,
collect, transmit, and store Federal
award-related information in open and
machine readable formats rather than
in closed formats or on paper. The Fed-
eral awarding agency or pass-through
entity must always provide or accept
paper versions of Federal award-related
information to and from the non-Fed-
eral entity upon request. If paper cop-
ies are submitted, the Federal award-
ing agency or pass-through entity must
not 'require more than an original and
two copies. When original records are
electronio and cannot be altered, there
is no need to create and retain paper

§200.337

ooples. When original records are
paper, electronic versions may be sub-
stituted through the use of duplication
or other forms of electronic media pro-
vided that they are subject to periodic
quality control reviews, provide rea-
sonable safeguarda against alteration,
and remain readable.

§200.336 Access to records.
(a) Records of non-Federal entities.

The Federal awarding agenoy, Inspec-
tors General, the Oomptroller General
of the United States, and the pass-
through entity, 01' any of their author-
ized representatives, must have, the
right of access to any documents, pa-
pers, or other records of the non-Fed-
eral entity which are pertinent to the
Federal award, in order to make au-
dits, examinations, excerpts, andtran-
scripts. The right also includes timely
and reasonable access to the non-Fed-
eral entity's personnel for the purpose
of interview and discussion related to
suoh documents.

(b) Only under extraordinary and
rare circumstances would such access
include review of the true name of vic-
tims of a crime. Routine monitoring
cannot be considered extraordinary and
rare circumstances that would neces-
sitate access to this information, When
access to the true name of viotims of a
crime is necessary, appropriate steps to
protect this sensitive information must
be taken by both the non-Federal enti-
ty and the Federal awarding agency,
Any 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
limited to the required retention pe-
riod but last as long as the records are
retained. Federal awarding agencies
and pass-through entities must not im-
pose any other access requirements
upon non-Federal entities.

§ 200.337 Restrictions on public access
to records.

No Federal awarding agency may
place restrictions on the non-Federal
entity that limit public access to the
records of the non-Federal entity perti-
nent to a Federal award, except for
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1) If submitted for negotiation. If the
proposal, plan, or other computation is
required to be submitted to the Federal
Government ( or to the pass - through

entity) to form the basis for negotia- 
tion of the rate, then the 3 -year reten- 

tion period for its supporting records
starts from the date of such submis- 

sion. 

2) If not submitted for negotiation. If
the proposal, plan, or other computa- 

tion is not required to be submitted to

the Federal Government ( or to the

pass- through entity) for negotiation
purposes, then the 3 -year retention pe- 

riod for the proposal, plan, or computa- 

tion and its supporting records starts
from the end of the fiscal year ( or

other accounting period) covered by
the proposal, plan, or other computa- 

tion. 

200.334 Requests for transfer of

records. 

The Federal awarding agency must
request transfer of certain records to

its custody from the non - Federal enti- 
ty when it determines that the records
possess long -term retention value. 
However, in order to avoid duplicate

reoordkeeping, the Federal awarding
agency may make arrangements for
the non - Federal entity to retain any
records that are continuously needed
for joint use. 

1200.335 Methods for collection, trans- 
mission and storage of information. 

In accordance with the May 2013 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
award - related information in open and

machine readable formats rather than
in closed formats or on paper. The Fed- 

eral awarding agency or pass - through
entity must always provide or accept
paper versions of Federal award - related
Information to and from the non -Fed- 

eral entity upon request. If paper cop- 
ies are submitted, the Federal award- 

ing agency or pass - through entity must
not require more than an original and

two copies. When original records are
electronic and cannot be altered, there
Is no need to create and retain paper

200.337

copies. When original records are

paper, electronic versions may be sub- 
stituted through the use of duplication

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. 

200.330 Access to records. 

a) Records of non - Federal entities. 

The Federal awarding agency, Inspec- 
tors General, the Comptroller General
of the United States, and the pass - 

through entity, or any of their author- 
ized representatives, must have • the
right of access to any documents, pa- 
pers, or other records of the non -Fed- 

eral entity which are pertinent to the
Federal award, in order to make au- 
dits, 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
such documents. - 

b) Only under extraordinary and
rare circumstances would such access

include review of the true name of vic- 
tims of a crime. Routine monitoring
cannot be considered extraordinary and
rare circumstances that would neces- 
sitate access to this information, When

access to the true name of victims of a

crime is necessary, appropriate steps to
protect this sensitive information must

be taken by both the non - Federal enti- 
ty and the Federal awarding agency. 
Any such access, other than under a
court order or subpoena pursuant to a
bona fide confidential investigation, 

must be approved by the head of the
Federal awarding agency or delegate. 

c) Expiration of right of access. The

rights of access in this section are not
limited to the required retention pe- 

riod but 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 Restrictions on public access
to records. 

No Federal awarding agency may
place restrictions on the non- Federal

entity that limit public access to the
records of the non - Federal entity perti- 
nent to a Federal award, except for
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protected personally identifiable infor-
mation (PII) or when the Federal
awarding agenoy can demonstrate that
such reoords will be kept oonfidential
and would have been exempted from
disclosure pursuant to the Freedom of
Information Aot (5 U.S.O. 552) or con-
trolled unclassified information pursu-
ant to Exeoutive Order 13656 jf the
records had belonged to the Federal
awarding agency. The Freedom of In-
formation Act (5 U.S.O. 652) (FOrA.)
does not apply to those records that re-
main under a non-Federal entity's con-
trol except as required under §200.315
Intangible property. Unless required by
Federal, state, local, and tribal stat-
ute, non-Federal entities are not re-
quired to permi t publio aooess to their
records. The non-Pederal entity's
records provided to a Federal agenoy
generally will be subjeot to FOIA and
applicable exemptions.
['18 FR 78608, Dec. 26, 2013, as amended at 79
FR 75886,Deo. 19, 2014]

REMEDIES FOR NONOOMPLIANCE

§200.338 Remedies for noncompliance.
If a non-Federal entity fails to com-

ply with Federal statutes, regulations
or the terms and oonditions of a Fed-
eral award, the Federal awarding agen-
oy or pass-through entity may impose
additional condtttons, as described in
§200.207 Speoifio oonditions. If the Fed-
eral awarding agency or pass-through
entity determines that noncomplianoe
oannot be remedied by imposing addi-
tional oonditions, the Federal awarding
agency or pass-through entity may
take one or more of the following ao-
tdona, as appropriate in the cir-
oumstances:
(a) Tempora1'ily withhold cash pay-

ments pending correotion of the defi-
oienov by the non-Federal entity or
more severe enforcement action by the
Federal awarding agenoy or pass-
through entity.
(b) Disallow (that is, deny both use of

funds and any applicable matching
credit for) all 01' part of the costof the
aotivity 01' action not in oompliance.
(c) Wholly or partly suspend or ter-

minate the Federal award.
(d) Initiate suspension or debarment

proceedings as authorized under 2 CFR
part 180 and Federal awarding agency

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

regulations (or in the case of a pass-
through entity, recommend such a pro-
oeeding be initiated by a Federal
awarding agency).
(e) Withhold further Federal awards

for the project or program.
(f) Take other remedies that may be

legally available.

§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 oonditions of a Federal
award;
(2) By the Federal awarding asenov

or pass-through entity for oause:
(3) By the Federal awarding agency

or pass-through entity with the con-
sent of the non-Federal entity, in
which case the two parties must agree
upon the termination conditions, in-
cluding the effective date and, in the
oase of partial termination, the portion
to be terminated: or
(4) By the non-Federal entity upon

sending to the Federal awarding agen-
cy 01' pass-through entity written noti-
fication setting forth the reasons for
such 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 01' subaward will not accomplish
the purposes for which the Federal
award was made, the Federal awarding
agenoy or pass-through entity may ter-
minate the Federal award ill 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 compliance
with the requirements in §§200.343
Oloseout and 200.344 Post-closeout ad-
justments and continuing responsibil-
ities.

§200,340 Notification of termination
requirement.

(a) The Federal agenoy or pass-
through entity must provide to the
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200.338

protected personally identifiable infor- 
mation ( PII) or when the Federal

awarding agency can demonstrate that
such records will be kept confidential

and would have been exempted from
disclosure pursuant to the Freedom of

Information Act ( 5 U. S. C. 552) or con- 

trolled unclassified information pursu- 

ant to Executive Order 13556 if the
records had belonged to the Federal

awarding agency. The Freedom of In- 
formation Act ( 5 U.S. C. 552) ( FOIA) 

does not apply to those records that re- 
main under a non - Federal entity' s con- 
trol except as required under § 200. 315

Intangible property. Unless required by
Federal, state, local, and tribal stat- 

ute, non - Federal entities are not re- 

quired to permit public access to their
records. The non - Federal entity' s

records provided to a Federal agency
generally will be subject to FOIA and
applicable exemptions. 

78 FR 78648, Dec. 26, 2013, as amended at 79

FR 76886, Dec, 19, 20141

REMEDIES FOR NONCOMPLIANCE

200.338 Remedies for noncompliance. 

If a non - Federal entity fails to com- 
ply with Federal statutes, regulations
or the terms and conditions of a Fed- 
eral award, the Federal awarding agen- 
cy or pass- through entity may impose
additional conditions, as described in

200. 207 Specific conditions. If the Fed- 

eral awarding agency or pass - through
entity determines that noncompliance
cannot be remedied by imposing addi- 
tional conditions, the Federal awarding
agency or pass - 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 180 and Federal awarding agency

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

regulations ( or in the case of a pass - 

through entity, recommend such a pro- 
ceeding be initiated by a Federal
awarding agency). 

e) Withhold further Federal awards
for the project or program. 

f) Take other remedies that may be
legally available. 

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
such termination, the effective date, 
and, in the case of partial termination, 
the portion to be terminated, However, 
if the Federal awarding agency or pass - 
through entity determines in the case
of partial termination that the reduced

or modified portion of the Federal
award or subaward will not accomplish

the purposes for which the Federal
award was made, the Federal 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 compliance
with the requirements in §§ 200. 343

Closeout and 200, 344 Post - closeout ad- 

justments and continuing responsibil- 
ities. 

200,340 Notification of termination
requirement. 

a) The Federal agency or pass - 
through entity must provide to the
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OMII Guidance

non-Federal entity a notice of termi-
nation.
(b) If the Federal award is terminated

for the non-Federal entity's failure to
comply with the Federal statutes, reg-
ulations, or terms and conditions of
the Federal award, the notification
must state that the termination deci-
sion may be considered in evaluating
future applications received from the
non-Federal entity.
(0) Upon termination of a Federal

a,waJ.'d, the Federal awarding agenoy
must provide the information required
under FFATA to the Federal Web site
established to fulfill the requirements
of FFATA, and update 01' notify any
other relevant governmentwide sys-
tems or entities of any indioations of
poor performance as required by 41
U.S.O. 417b and 31 U.S.O. 3321and im-
plementing guidance at 2 OFR part 77
(forthcoming at time of publication),
See also the requirements for Suspen-
sion and Debarment at 2 OFR part 180,
[76 FR 78608, Dec, 26, 2013, as amended at 79
FR 75885, Dec. 19, 2014]

§200.841 Opportunities to objeot, hear-
lngs and appeals.

Upon taking any remedy for non-
comphanoe, the Federal awarding
a,gency must provide the non-Federal
entity an opportunity to object and
provide' information and documenta-
tion ohallenging the suspension or ter-
mination aotton, in accordance with
~'itten processes and prooedures pub-
lished by the Federal awarding agency.
The Federal awarding agency 01' 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
applioable to the action involved.
[78 FR 78608, nee. 26, 2013, as amended at 79
FR 76666,Dec. 19, 2014)

§200.342 Effects of suspension and ter-
mination.

Costs to the non-Federal entity re-
sulting from obligations incurred by
the non-Federal entity during a sus-
pension or after termination of a Fed-
eral award 01' subaward are not allow-
able unless the Federal awarding agen-
oy or pass-through entity expressly au-
thorizes them in the notice of suspen-

§200.343

sion 01' termination or subsequently.
However, costs during suspension or
after termination are allowable if:
(a) The costs result from obligations

whioh were properly incurred by the
non-Federal entity before the effeotive
date of suspension or termination, are
not in anticipation of it; and
(b) The costs would be allowable if

the Federal award was not suspended
or expired normally at the end of the
period of performance in whiohthe ter-
mination takes effect.

OLOSEOUT

§200.843 Closeout.
The Federal awarding agenoy or pass-

through entity will close-out the Fed-
eral award when it determines that all
applioable administrative actions and
all required work of the Federal award
have been completed by the non-Fed-
eral entity, This section speotnes the
actions the non-Federal entity and
Federal awardmg agenoy 01' 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 finanoial, performanoe,
and other reports as required by the
terms and oonditions of the Federal
award, The Federal awarding agency or
pass-through entity may approve ex-
tensions when requested by the non-
Federal entity, "
(b) Unless the Federal awarding agen-

cy or pass-through entity authorizes an
extension, a non-Federal entity must
liquidate all obligations incurred under
the Federal award not later than 90
calendar days after the end date of the
period of performance as spec1fied in
the terms and conditions of the Federal
award.
(c) The Federal awarding agency or

pass-through entity must make prompt
payments to the non-Federal entity for
allowable reimbursable costs under the
Federal award being closed out.
(d) The non-Federal entity must

promptly refund any balances of unob-
ligated cash that the Federal awarding
agency or pass-through entity paiel in
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non - Federal entity a notice of termi- 
nation. 

b) If the Federal award is terminated
for the non - Federal entity' s failure to
comply with the Federal statutes, reg- 
ulations, or terms and conditions of

the Federal award, the notification
must state that the termination deci- 

sion may be considered in evaluating
future applications received from the
non - Federal entity. 

c) Upon termination of a Federal
award, the Federal awarding agency
must provide the information required

under FFATA to the Federal Web site

established to fulfill the requirements

of FFATA, and update or 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. 3321 and im- 

plementing guidance at 2 CFR part 77
forthcoming at time of publication). 

See also the requirements for Suspen- 
sion and Debarment at 2 CFR part 180. 

78 FR 78608, Dee, 26, 2013, as amended at 79
FR 75885, Dec. 19, 20141

200.341 Opportunities to object, hear- 
ings and appeals. 

Upon taking any remedy for non- 
compliance, the Federal awarding

agency must provide the non - Federal
entity an opportunity to object and
provide' information and documenta- 
tion challenging the suspension or ter- 
mination action, in accordance with
written processes and procedures pub- 

lished by the Federal awarding agency. 
The Federal awarding agency or pass - 
through entity must 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 78606, Dec. 26, 2013, as amended at 79
FR 76885, Dec. 19, 20141

200.342 Effects of suspension and ter. 
mination. 

Costs to the non - Federal entity re- 

sulting from obligations incurred by
the non - Federal entity during a sus- 
pension or after termination of a Fed- 
eral award or subaward are not allow- 

able unless the Federal awarding agen- 

oy or pass- through entity expressly au- 
thorizes them in the notice of suspen- 

200.343

sion or termination or subsequently. 

However, costs during suspension or
after termination are allowable if: 

a) The costs result from obligations

which were properly incurred by the
non - Federal entity before the effective
date of suspension or termination, are
not in anticipation of it; and

b) The costs would be allowable if
the Federal award was not suspended
or expired normally at the end of the
period of performance in which the ter- 
mination takes effect. 

CLOSEOUT

200.343 Closeout. 

The Federal awarding agency or pass - 
through entity will close -out the Fed- 
eral award when it determines that all
applicable administrative actions and

all required work of the Federal award

have been completed by the non -Fed- 
eral entity. This section spooifies the
actions the non - Federal entity and

Federal awarding agency or pass - 
through entity must take to complete
this process at the end of the period of
performance. 

a) The non - Federal entity must sub- 
mit, no later than 90 calendar days
after the end date of the period of per- 
formance, all financial, performance, 

and other reports as required by the
terms and conditions of the Federal
award. The Federal awarding agency or

pass - through entity may approve ex- 
tensions when requested by the non - 
Federal entity. 

b) Unless the Federal awarding agen- 

cy or pass - through entity authorizes an
extension, a non - Federal entity must
liquidate all obligations incurred under

the Federal award not later than 90
calendar days after the end date of the
period of performance as specified in
the terms and conditions of the Federal
award. 

c) The Federal awarding agency or

pass - through entity must make prompt
payments to the non - Federal entity for
allowable reimbursable costs under the

Federal award being closed out. 
d) The non - Federal entity must

promptly refund any balances of unob- 
ligated cash that the Federal awarding
agency or pass- through entity paid in
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§200.344

advance or paid and that are not au-
thorized to be retained by the non-Fed-
eral entity for use in other projects.
See OMB Ciroular A-129 and Bee
§200.345Collection of a.mounts due, for
requirements regarding unreturned
amounts that become delinquent debts.
(e) Consistent with the terms and

conditions of the Federal award, the
Federal awarding agency or pass-
through entity must make a settle-
ment for any upward or downward ad-
justments to the Federal share of costa
after closeout reports are received.
(f) The non-Federal entity must ac-

count for any real and persona.l prop-
erty acquired with Federal funds or re-
oeived from the Federal Government in
accordance with §§200.310 Insurance
coverage through 200.316Property trust
relationship and 200.329Reporting on
real property.
(g) The Federal awarding agency or

pass-through entity should complete
all closeout actions for Federal awards
no later than one year after receipt and
acoeptanoe of all required final reports.
[78 FR 78608. Dec. 26. 2013. as amended at 79
FR 76885,Dec. 19, 2014)

POST-CLOSEOUT ADJUSTMENTS AND
CONTINUING RmSPONsmILITIES

§200.344 Post-closeout adlustments
and continuing responsibilities.

(a) The closeout of a Federal award
does not affeot any of the following:
(1) The right of the Federal awarding

agenoy or pass-through entity to dis-
allow costs and recover funds on the
basis of a later audit or other review.
The Federal awarding agency or pass-
through entity must make any cost
disallowance determination and notify
the non-Federal entity within the
record retention period.
(2) The obligation of the non-Federal

entity to return any funds due as a re-
sult of later refunds, correottons, or
other transactions inoluding final indi-
reot cost rate adjustments.
(3) Audit requirements in Subpart

F-Audit Requirements of this part.
(4) Property management and dis-

position requirements in Subpart D-
Post Federal Award Requirements of
this part, §§200.310Insuranoe Coverage
through 200.316Property trust relation-
ship.

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

(5) Records retention as required in
Subpart D-Post Federal Award Re-
quirements of this part. §§200.333Re-
tention requirements for records
through 200.337Restriotions on public
access to records.
(b) After closeout of the Federal

award, a relationship created under the
Federal award may be modified or
ended in whole or in part with the con-
sent of the Federal awarding agency 01'
pass-through entity and the non-Fed-
eral entity, provided the responsibil-
ities of the non-Federal entity referred
to in paragraph (a) of this section, in-
oluding those for property management
as applicable, are considered and provi-
sions made for oontinuing responsibil-
ities of the non-Federal entity, as ap-
propriate.
[78 FR 7860B,Dec. 26, 2013, as amended at 79
FR 76885,Dec. 19, 2014)

OOLLECTION OF AMOUNTS DUE

§200.345 Collection of amounts due.
(a) Any funds paid to the non-Federal

entity in excess of the amount to
whioh the non-Federal entity is finally
determined to be entitled under the
terms of the Federal award oonstitute
a debt to the Federal Government. If
not paid within 90 calendar daYBafter
demand. the Federal awarding agenoy
may reduce the debt by:
'(1) Making an administrative offset

against other requests for reimburse-
ments;
(2) Withholding advanoe payments

otherwise due to the non-Federal enti-
ty; or
. (3) Other action permitted by Federal
statute.
(b) Exoept where otherwise provided

by statutes or regulations. the Federal
awarding agency will charge interest
on an overdue debt in accordance with
the FederalO1aims Colleotion Stand-
ards (31OFR parts 900through 999).The
date from whioh interest is computed
is not extended by litigation or the fil-
ing of any form of appeal.
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advance or paid and that are not au- 

thorized to be retained by the non -Fed- 
eral entity for use in other projects. 
See OMB Circular A -129 and see

200. 345 Collection of amounts due, for
requirements regarding unreturned

amounts that become delinquent debts. 
e) Consistent with the terms and

conditions of the Federal award, the

Federal awarding agency or pass - 
through entity must make a settle- 
ment for any upward or downward ad- 
justments to the Federal share of costs

after closeout reports are received. 

f) The non- Federal entity must ac- 
count for any real and personal prop- 
erty acquired with Federal funds or re- 
ceived from the Federal Government in
accordance with § §200. 310 Insurance

coverage through 200. 316 Property trust
relationship and 200. 329 Reporting on
real property. 

g) The Federal awarding agency or
pass- through entity should complete
all closeout actions for Federal awards
no later than one year after receipt and
aoceptanoe of all required final reports. 

78 FR 76608, Dec. 26, 2013, as amended at 79
FR 76886, Dec. 19, 2014) 

POST- CLOSEOUT ADJUSTMUNTS AND
CONTMUMG RESPONSD3ILITIES

200.344 Post - closeout aduustments

and continuing responsibilities. 

a) The closeout of a Federal award

does not affect any of the following: 
1) The right of the Federal awarding

agency or pass - through entity to dis- 
allow costs and recover funds on the

basis of a later audit or other review. 

The Federal awarding agency or pass - 
through entity must make any cost
disallowance determination and notify. 
the non - Federal entity within the
record retention period. 

2) The obligation of the non - Federal

entity to return any Hinds due as a re- 
sult of later refunds, corrections, or

other transactions including final indi- 
rect cost rate adjustments. 

3) Audit requirements in Subpart
F —Audit Requirements of this part. 

4) Property management and dis- 
position requirements in Subpart D— 
Post Federal Award Requirements of
this part, §§200. 310 Insurance Coverage

through 200. 316 Property trust relation- 
ship. 

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

5) Records retention as required in
Subpart D —Post Federal Award Re- 
quirements of this part, § §200, 333 Re- 

tention requirements for records

through 200. 337 Restrictions on public

access to records. 

b) After closeout of the Federal

award, a relationship created under the
Federal award may be modified or
ended in whole or in part with the con- 

sent of the Federal awarding agency or
pass - through entity and the non -Fed- 
eral entity, provided the responsibil- 
ities of the non - Federal entity referred
to in paragraph ( a) of this section, in- 

cluding those for property management
as applicable, are considered and provi- 

sions made for continuing responsibil- 
ities of the non - Federal entity, as ap- 
propriate. 

78 FR 78808, Dec. 26, 2013, as amended at 79

FR 75885, Dec. 19, 20141

COLLECTION of AMOUNTS DUE

200.346 Collection of amounts due. 

a) Any funds paid to the non- Federal
entity in excess of the amount to
which the non - Federal entity is finally
determined to be entitled under the

terms of the Federal award constitute
a debt to the Federal Government. If

not paid within 90 calendar days after

demand, the Federal awarding agency

may reduce the debt by: 
1) Making an administrative offset

against other requests for reimburse- 
ments; 

2) Withholding advance payments
otherwise due to the non - Federal enti- 

ty; or
3) Other action permitted by Federal

statute. 

b) Except where otherwise provided

by statutes or regulations, the Federal
awarding agency will charge interest
on an overdue debt in accordance with

the Federal .Claims Collection Stand- 

ards (31 CFR 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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Subpart E-Cost Principles
GENERAL PROVISIONS

UOO.400 Policy guide.
The applioation of these oost prin-

etples is based on the fundamental
premises that:
(a) The non-Federal entity is respon-

sible for the efficient and effective ad-
ministration of the Federal award
through the application of sound man-
agement practices.
(b) The non-Federal entity assumes

responsibility for administering Fed-
eral funds in a manner consistent with
underlying agreements, program objeo-
tives, and the terms and oonditions of
the Federal award.
(0) The non-Federal entity, in reo-

ognition of its own unique oombination
of staff, raontttes, and expertenoe, has
the primary responsibility for employ-
ing whatever form of sound organiza-
tion and management teohniques may
be necessary in order to assure proper
and effioient administration of the
Federal award.
(d) The applioation of these cost prin-

ciples should require no signifioant
changes in the Internal aooounting
pollcies and praotices of the non-Fed-
eral entity. However, the aooounttna
practtoes of the non-Federal entity
must be oonslstent with these cost
principles and support the accumula-
tion of costs as required by the prin-
oiples, and must provide for adequate
dooumentation to support costs
charged to the Federal award.
(e) In reviewing, negotiating and ap-

proving oost allocation plans or indl-
reot cost proposals, the oognizant agen-
oy for indireot costs should generally
assure that the non-Federal entity is
applying these oost aooounting prin-
ciples on a consistent basis during
their review and negotiation of Indirect
oost proposals. Where wide variations
exist in the treatment of a given cost
Item by the non-Federal entity, the
reasonableness and equity of such
treatments should be fully oonstdered.
See §200.56Indlrect (faoili ties & admin-
Istrative (F&A» costs.
(f) For non-Federal entities that edu-

oate and engage students in research,
the dual role of students as both train-
ees and employees (inoluding pre- and

§200.40 1

pest-doctoral staff) oontributing to the
completion of Federal awards for re-
search must be recognized in the appli-
cation of these principles,
(g) The non-Federal entity may not

earn or keep any profit resulting from
Federal finanoia1 assistance, unless ex-
plioit1y authorized by the terms and
oonditions of the Federal award. See
also §200.307Program income.
[76 FR 76608, Dec. 26, 2013, as amended at 79
FR 76885,Dec.19. 2014]

§200.401 Application.
(a) General. These principles must be

used in determining the allowable costs
of work performed by the non-Federal
entity under Federal awards. These
prinoiples also must be used by the
non-Federal entity as a guide in the
prioing of fixed-prioe oontracts· and
suboontraots where oosts are used in
determining the appropriate price. The
prtnotpies do not apply to:
(1) Arrangements under whioh Fed-

eral flnanoing is in the form of loans,
soholarshfps, fell owships , traineeships,
or other fixed amounts based on such
items as education allowance or pub-
lished tuition rates and fees.
(2) For IREs, oapitation awards,

which are awards based on case oounts
or number of beneficiaries acoording to
the terms and oonditions of the Federal
award.
(3) Fixed amount awards. See also

Subpart A-Acronyms and Definitions,
§§200.45 Fixed amount awards and
200.201Use of grant agreements (tnelud-
ing fixed amount awards), cooperative
agreements, and contracts. .
(4) Federal awards to hospitals (see

Appendix IX to Part 200-Hospital Oost
Prmciples).
(5) Other awards under which the

non-Federal entity Is not required to
account to the Federal Government for
actual oosts inourred.
(b) Federal Contract. Where a Federal

contract awarded to a non-Federal en-
tity is subjeot to the Cost Accounting
Standards (CAS), it incorporates the
apphcable OAS clauses, Standards, and
CAS adrmntetratdon requirements pel'
the 48CFR Chapter 99 and 48 CFR part
30 (FAR Part 30). OASapplies direotly
to the CAS-oovered contract and the
Cost Acoounting Standards at 48 OFR
parts 990401' 9905takes precedence over
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Subpart E-- Cost Principles

GENERAL PROVISIONS

200.400 Policy guide. 
The application of these cost prin- 

ciples is based on the fundamental
premises that, 

a) The non - Federal entity is respon- 
sible for the efficient and effective ad- 
ministration of the Federal award

through the application of sound man- 

agement practices. 

b) The non - Federal entity assumes

responsibility for administering Fed- 
eral funds in a manner consistent with

underlying agreements, program objec- 
tives, and the terms and conditions of

the Federal award. 

e) The non - Federal entity, in rec- 
ognition of its own unique combination
of staff, facilities, and experience, has

the primary responsibility for employ- 
ing whatever form of sound organiza- 
tion and management techniques may
be necessary in order to assure proper
and efficient administration of the
Federal award. 

d) The application of these cost prin- 
ciples should require no significant

changes in the internal accounting
policies and practices of the non -Fed- 

eral entity. However, the accounting
practices of the non - Federal entity
must be consistent with these cost
principles and support the accumula- 
tion of costs as required by the prin- 
ciples, and must provide for adequate

documentation . to support costs

charged to the Federal award. 

e) In reviewing, negotiating and ap- 
proving cost allocation plans or indi- 
rect cost proposals, the cognizant agen- 

cy for indirect costs should generally
assure that the non - Federal entity is
applying these cost accounting prin- 
ciples on a consistent basis during
their review and negotiation of indirect
cost proposals. Where wide variations
exist in the treatment of a given cost

item by the non - Federal entity, the
reasonableness and equity of such

treatments should be fully considered. 
See § 200. 66 indirect (facilities & admin- 

istrative (P &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

M 1 1 + 1

post - doctoral staff) contributing to the
completion of Federal awards for re- 

search must be recognized in the appli- 
cation of these principles. 

g) The non - Federal entity may not
earn or keep any profit resulting from
Federal financial assistance, unless ex- 

plicitly authorized by the terms and
conditions of the Federal award. See
also § 200. 307 Program income, 

78 FR 70608, Dec. 26, 2013, as amended at 79
FR 76885, Dec. 19, 20141

200.401 Application. 

a) General. These principles must be
used in determining the allowable costs
of work performed by the non - Federal
entity under Federal awards. These
principles also must be used by the
non - Federal entity as a guide in the
pricing of fixed -price contracts and
subcontracts where 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, capitation awards, 

which are awards based on case counts
or number of beneficiaries according to
the terms and conditions of the Federal
award. 

3) Fixed amount awards, See also
Subpart A— Acronyms and Definitions, 

200.46 Fixed amount awards and
200. 201 Use of grant agreements ( inolud- 

ing fixed amount awards), cooperative
agreements, and oontracts. . 

4) Federal awards to hospitals ( see
Appendix IX to Part 200 — Hospital Cost
Principles). 

6) Other awards under which the

non - Federal entity is not required to
account to the Federal Government for
actual oosts Incurred, 

b) Federal Contract. Where a Federal
contract awarded to a non - Federal en- 

tity is subject to the Cost Accounting
Standards ( CAS), it incorporates the

applicable CAS clauses, Standards, and
CAS administration requirements per

the 48 CPR Chapter 99 and 48 CFR part
30 ( FAR Part 30). CAS applies directly
to the CAS - covered contract and the

Cost Accounting Standards at 48 CPA
parts 9904 or 9905 takes precedence over
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§200.402

the coat principles in this Subpart E-
Cost Prinoiples of this part with re-
spect to the allooation of oosts. When a
contract with a non-Federal entity is
subjeot to full CAS coverage, the al-
lowability of oertain costs under the
cost principles will be affeoted by the
allooation provisions of the Cost Ac-
oounting Standards (e.g .• CAS 414-48
CFR 9904.414,Cost of Money as an Ele-
ment of the Cost of Faoilities Capital,
and CAS 417-48 CFR 9904.417,COBt of
Money as an Element of the Cost of
Capital Assets Under Oonstruction),
apply rather the allowability provi-
sions of §200.449Interest. In complying
with those requirements, the non-Fed-
eral entity's application of oost ac-
counting practices for esttmatdne, a,c-
cumulating, and reporting costs for
other Federal awards and other cost
oofectrves under the CAS-covered con-
tract still must be consistent with its
cost acoounting practices for the CAS-
covered contracts. In all cases, only
one set of accounting records needs to
be maintained for the allooation of
costs by the non-Federal entity:

(c) Exemptions. Some nopprofit 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 applioability of cost principles.
Such nonprofit organizations must op-
erate under Federal cost principles ap-
plioable to for-profit entities located at
48 CFR 31.2. A listing of these organiza-
tions is contained in Appendix VIII to
Part 200--Nonprofit Organizations Ex-
empted From Subpart E-Cost Prin-
ciples of this part. Other organizations,
as approved by the cognizant agency
for indirect coata, may be added from
time to time.

BASIO CONSIDERATIONs

§200.402 Composition of costs.
Total cost. The total cost of a Federal

award is the sum of the allowable di-
rect and allocable indirect costs less
any applicable credits.

§ 200.403 Factors affecting allowability
of costs.

Except where otherwise authorized
by statute. costs must meet the fol-
lowing general criteria in order to be
allowable under Federal awards:

2 CFRCh. II (1-1-15 Ed/Hon)

(a) Be necessarv and reasonable for
the performance of the Federal award
and be allocable thereto under these
principles.

(b) Conform to any limitations or ex-
clusions set forth in these principles or
in the Federal award as to types or
amount of cost items.

(c) Be consistent with policies and
procedures that apply uniformly to
both federally-financed and other ac-
tivities of the non-Federal entity.

(d) Be accorded consistent treatment.
A cost may not be assigned to a Fed-
eral awa,r.d9,1\ a direct cost if any other
cost incurred for the same purpose in
like ctroumstances has been allocated
to the Federal award as an indirect
cost.

(e) Be determined in accordance with
generally accepted accounting prin-
ciples (GAAP), except, for state and
local governments and Indian tribes
only, as otherwise provided for in this
part.

(f) Not be included as a cost or used
to meet cost sharing or matohing re-
quirements of any other federally-fi-
nanced program in either the current
or a prior period. See also §200.306Cost
sha,ring or matching paragraph (b).

(g) Be adequa,tely documented. See
also §§ 200.300Statutory and national
poiicy requirements through 200.309Pe-
riod of performance of this part.

§ 200.404 Reasonable 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 otroumstances pre-
vailing at the time the deoision was
made to inour the cost. The question of
reasonableness is partioular1y impor-
tant when the non-Federal entity is
predominantly federally-funded. In de-
termining reasonableness of a given
cost, oonsideration must be given to:

(a) Whether the cost is of a type gen-
erally recognized as ordinary and nec-
essary for the operation of the non-
Federal entity or the propel' and effi-
cient performanoe of the Federal
award.

(b) The restraints or requirements
imposed by such factors as: Bound busi-
ness practices; arm's-length bar-
gaming; Federal, state, 10ca,1, tribal.
and other laws and regulations; and
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the cost principles in this Subpart E— 
Cost Principles of this part with re- 

spect to the allocation of costs. When a

contract with a non- Federal entity is
subject to full CAS coverage, the al- 

lowability of certain costs under the
cost principles will be affected by the
allocation provisions of the Cost Ac- 
counting Standards ( e. g., CAS 414- 48
CFR 9904. 414, Cost of Money as an Ele- 
ment of the Cost of Facilities Capital, 
and CAS 417 -- 48 CFR 9904. 417, Cost of

Money as an Element of the Cost of
Capital Assets Under Construction), 

apply rather the allowability provi- 
sions of §200. 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 Federal awards and other cost

objectives under the CAS - covered con- 
tract still must be consistent with its

cost accounting practices for the CAS - 
covered contracts. In all cases, only
one set of accounting records needs to
be maintained for the allocation of

costs by the non - Federal entity. 
c) Exemptions. Some nonprofit orga- 

nizations, because of their size and na- 
ture of operations, can be considered to
be similar to for - profit entities for pur- 

pose of applicability of cost principles. 

Such nonprofit organizations must op- 
erate under Federal cost principles ap- 
plicable to for - profit entities located at

48 CFR 31. 2. A listing of these organiza- 
tions is contained in Appendix vIII to
Part 200 — Nonprofit Organizations Ex- 
empted From Subpart E —Cost Prin- 

ciples of this part. Other organizations, 

as approved by the cognizant agency
for indirect costs, may be added from
time to time. 

BASIO CONSIDERATIONS

200.402 Composition of costs. 

Total cost. The total cost of a Federal
award is the sum of the allowable di- 
rect and allocable indirect costs less

any applicable credits. 

200.403 Factors affecting allowability
of costs. 

Except where otherwise authorized

by statute, costs must meet the fol- 
lowing general criteria in order to be
allowable under Federal awards: 

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

a) Be necessary and reasonable for
the performance of the Federal award
and be allocable thereto under these
principles. 

b) Conform to any limitations or ex- 
clusions set forth in these principles or

in the Federal award as to types or
amount of cost items. 

c) Be consistent with polioies and

procedures that apply uniformly to
both federally- financed and other ac- 
tivities of the non - Federal entity. 

d) Be accorded consistent treatment. 

A cost may not be assigned to a Fed- 
eral award as a direct cost if any other
cost incurred for the same purpose in
like circumstances has been allocated

to the Federal award as an indirect
cost. 

e) Be determined in accordance with
generally accepted accounting prin- 
ciples ( GAAP), except, for state and

local governments and Indian tribes

only, as otherwise provided for in this
part. 

f) Not be included as a cost or used

to meet cost sharing or matching re- 
quirements of any other federally -fi- 
nanced program in either the current

or a prior period. See also § 200. 306 Cost
sharing or matching paragraph (b). 

g) Be adequately documented. See
also §§ 200. 300 Statutory and national
policy requirements through 200. 309 Pe- 
riod of performance of this part. 

200.404 Reasonable 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- 

vailing at the time the decision was
made to incur the cost. The question of

reasonableness is particularly impor- 
tant when the non- Federal entity is
predominantly federally - funded. In de- 
termining reasonableness of a given
oost, oonsideration must be given to: 

a) Whether the cost is of a type gen- 
erally recognized as ordinary and nec- 
essary for the operation of the non - 
Federal entity or the proper and effi- 
cient performance of the Federal
award. 

b) The restraints or requirements

imposed by such factors as: sound busi- 
ness practices; arm' s- length bar- 

gaining; Federal, state, local, tribal, 
and other laws and regulations; and
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terms and conditions of the Federal
award.
(0) Market prioes for comparable

goods or servtoes for the geographic
area.
(d) Whether the individuals con-

cerned acted with prudence in the etr-
oumstanoes oonsidering their respon-
sib111ties to the non-Federal entity. its
employees. where applicable its stu-
dents or membership, the public at
large. and the Federal Government.
(e) Whether the non-Federal entity

significantly deviates from its estab-
lished practices and poltoies regarding
the incurrence of costs, which may
unjustifiably increase the Federal
award's cost.
[78 FR 78608,Dec. 26. 2013. as amended at 79
FR 75885,Dec.19,2014]

§200.405 Allocable costs.
(a) A cost is allocable to a particular

Federal award or other cost obieotlve if
the goods 01' 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 oost:

(1) Is inourred speoifioally for the
Federltl award:
(2) Benefits both the Federal award

and other work of the non-Federal en-
tity and can be distributed in propor-
tions that may be approximated using
reasonable methods; and
(3) Is necessary to the overall oper-

ation of the non-Federal entity and is
assignable in part to the Federal award
in accordance with the principles in
this subpart.
(b) All activities which benefit from

the non-Federal entity's indireot (F&A)
cost, including' unallowable aotivities
and donated services by the non-Fed-
eral entity or third parties, w11lreceive
an appropriate allocauion of Indirect
oosts.
(0) Any oost allocable to a particular

Federal award under the principles pro-
vided for in this part may not be
oharged to other Federal awards to
overoome fund defioienoies, to avoid re-
strictions imposed by Federal statutes,
regulations, or terms and oonditions of
the Federal awards, or for other rea-
sons. However, this prohibition would
not preclude the non-Federal entity
from shifting costs that are allowable

§200A06

under two or more Federal awards in
aooordanoe with existing Federal stat-
utes, regulations, or the terms and oon-
ditions of the Federal awards.
(d) Direot cost allooation principles.

If a cost benefits two or more projeots
or aotivities in proportions that can be
determined without undue effort or
cost, the oost must be allooated to the
profeots based on the proportional .ben-
efit. If a cost benefits two or more
projeots or activities in proportions
that cannot be determined because of
the interrelationship of the work in-
volved, then, notwttnstandtns para-
graph (c) of this section, the costs may.
be allocated 01' transferred to bene-
fitted projeots on any reasonable doou-
mented basis. Where the purchase of
equipment or other capital asset ts spe-
oifioally 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 oapital asset involved when no
longer needed for the purpose for which
it was originally required. See also
§§ 200.310 Insuranoe coverage through
200.316 Property trust relationship and
200.439 Equipment and other capital ex-
penditures.
(e) If the oontract is subject to OAS,

costs must be allocated to the oontraot
pursuant to the Oost .Aooounting
Standards. To the extent that OAS is
applicable, the allooation of coste in
accordance with OAS takes precedence
over the allooation provisions in this
part.
[78 FR 78608,Deo. 26, 2013, as amended at 79
FR 75885.Deo.19,2014)

§200.406 Applicable credits.
(a) Applicable credits refer to those

reoeipts or reduotion-of-expenditure-
type transaotions that offset or reduce
expense items allocable to the Federal
award as direot or indireot (F&A) coste.
Examples of such transaotions are: pur-
chase discounts. rebates or allowances,
reooveries or indemnities on losses, in-
suranee refunds or rebates, and adjust-
ments of overpayments or erroneous
charges. To the extent that such ored-
its accruing' to or reoeived by the non-
Federal entity relate to allowable
costs, ·they must be oredited to the
Federal award either as a oost reduc-
tion or cash refund, as appropriate.
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terms and conditions of the Federal
award. 

e) Market prices for comparable

goods or services for the geographic
area, 

d) Whether the individuals con- 

cerned acted with prudence in the cir- 

cumstances considering their respon- 
sibilities to the non - Federal entity, its
employees, where applicable its stu- 

dents or membership, the public at
large, and the Federal Government. 

e) Whether the non - Federal entity
significantly deviates from its estab- 
lished practices and policies regarding
the incurrence of costs, which may
unjustifiably increase the Federal

award' s cost. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75885, Dec. 19, 20141

200.405 . Allocable costs. 

a) A cost is allocable to a particular

Federal award or other cost objective if
the goods or services involved are
chargeable or assignable to that Fed- 

eral award or cost objective in accord- 

ance with relative benefits received. 

This standard is met if the cost: 

1) Is incurred specifically for the
Federal award; 

2) Benefits both the Federal award

and other work of the non - Federal en- 

tity and can be distributed in propor- 
tions that may be approximated using
reasonable methods; and

3) Is necessary to the overall oper- 
ation of the non - Federal entity and is
assignable in part to the Federal award
in accordance with the 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, will receive
an appropriate allocation of indirect
costs. 

c) Any cost allocable to a particular
Federal award under the principles pro- 

vided for in this part may not be
charged to other Federal awards to
overcome fund deficiencies, to avoid re- 

strictions imposed by Federal statutes, 
regulations, or terms and conditions of

the Federal awards, or for other rea- 

sons. However, this prohibition would

not preclude the non - Federal entity
from shifting costs that are allowable

20OA06

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 interrelationship of the work in- 
volved, then, notwithstanding para- 
graph ( c) of this section, the costs may- 
be allocated or transferred to bene - 
fitted projects on any reasonable docu- 
mented basis. Where the purchase of

equipment or other capital asset is spe- 

cifically authorized under a Federal
award, the costs are assignable to the

Federal award regardless of the use

that may be made of the equipment or
other capital asset involved when no
longer needed for the purpose for which

it was originally required. See also
0200.310 Insurance coverage through
200. 316 Property trust relationship and
200, 439 Equipment and other capital ex- 
penditures. 

e) If the contract is subject to CAS, 

costs must be allocated to the contract

pursuant to the Cost Accounting
Standards. To the extent that CAS is

applicable, the allocation of costs in
accordance with CAS takes precedence
over the allocation provisions in this
part. 

78 FR 78608, Dee. 26, 2013, as amended at 79
FR 75885, Dee, 19, 2014) 

200.406 Applicable credits. 

a) Applicable credits refer to those
receipts or reduction-of-expenditure- 

type transactions that offset or reduce

expense items allocable to the Federal

award as direct or indirect (F &A) costs. 

Examples of such transactions are: pur- 

chase discounts, rebates or allowances, 

recoveries or indemnities on losses, in- 
surance refunds or rebates, and adjust- 

ments of overpayments or erroneous

charges. To the extent that such cred- 
its accruing to or received by the non - 
Federal entity relate to allowable
costs, ' they must be credited to the
Federal award either as a cost reduc- 

tion or cash refund, as appropriate. 
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§200.407

(b) In some instances, the amounts
received from the Federal Government
to finance activities or service oper-
ations of the non-Federal entity should
be treated as applicable credits. Spe-
cifically, the concept of netting such
credit items (including any amounts
used to meet cost sharing or matohing
requirements) must be recognized in
determining the rates or amounts to be
charged to the Federal award. (See
§§200.486Depreciation and 200.468Spe-
oialized service facilities, for areas of
potential applioation in the matter of
Federal finanoing of activities.)
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75085, Dec. 19, 2014]

§200.407 Prior written approval (prior
approval).

Under any given Federal award, the
reasonableness and allocability of oer-
tain items of costs may be diffioult to
determine. In order to avoid subse-
quent disallowanoe or dispute based on
unreasonableness or nonallocability,
the non-Federal entity may seek the
prior written approval of the cognizant
agency for indireot oosts or the Federal
awarding agency in advance of the in-
ourrenoe of special or unusual oosts.
Prior written approval should include
the timetrame or scope of the agree-
ment. The absence of prior written ap-
proval on any element of cost will not,
in itself, affeot the reasonableness or
allooabiiity of that element, unless
prior approval is specifically required
for allowab1l1ty as described under cer-
tain oircumstances in the following
sections of this part:
(a) §200.201Use of grant agreements

(inoluding fixed amount awards), coop-
erative agreements, and contracts,
paragraph (b)(5); .
(b) §200.806Cost sharing or matching;
(c) §200.307Program inoome;
(d) §200.30BRevision of budget and

program plans;
(e) §200.811Real property;
(f) §200.318Equipment;
(g) §200.382Fixed amount subawards;
(h) §200.413Direot costs, paragraph

(0);
(i) §200.480 Compensation-personal

servioee, paragraph (h);
(j) §200.481Compensation-fringe ben-

efi ts; .
(k) §200.488Entertainment costs;

2 CFR en, 11(1-1-15 Edition)

(1)§200.439Equipment and other oap-
ital expenditures;

(m) §200.440Exohange rates;
(n) §200.441Fines, penalties, damages

and other settlements;
(0) §200.442Fund raising and invest-

ment management oosts;
(p) §200.445Goods or services for per-

sonal use;
(q) §200.447 Insuranoe and indem-

nifioation;
(1') §200.454 Memberships, subscrip-

tions, and professional activity costs,
paragraph (c);

(s) §200.455Organization costs;
(t) §200.456Participant support coste:
(u) §200.458Pre-award costs:
(v) §200.462Rearrangement and re-

conversion costs;
(w) §200.467 Selling and marketing

costs;
(x) §200.470Taxes (including Value

Added Tax); and
(y) §200.474Travel costs.

[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75885,Dec. 19, 2014]

§200.408 Limitation on allowance of
costs.

The Federal award may be subjeot to
statutory requirements that limit the
allowability of costs. When the max-
imum amount allowable under a limi-
tation is less than the total amount de-
termined in accordanoe with the prin-
oiples in this part, the amount not re-
ooverable under the Federal award may
not be charged to the Federal award.

§200.409 Special considerations.
In addition to the basic consider-

ations regarding the allowability of
oosts highlighted in this subtitle, other
subtitles in this part describe special
conaiderattone and requirements appli-
cable to states, local governments, In-
dian tribes, and IREs. In addition, oer-
tain provisions among the items of oost
in this SUbpart, are only applicable to
oertain types of non-Federal entities,
as specified in the following sections:
(a) Direct and Indirect (F&A) Costs

(§§200.412 Classifioation of oosts
through 200.415Required certifioations)
of this subpart;
(b) Special Considerations for States,

Local Governments and Indian Tribes
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b) In some instances, the amounts
received from the Federal Government
to finance activities or service oper- 

ations of the non- Federal entity should
be treated as applicable credits. Spe- 
cifically, the concept of netting such
credit items ( including any amounts
used to meet cost sharing or matching
requirements) must be recognized in
determining the rates or amounts to be
charged to the Federal award. ( See

200. 430 Depreciation and 200. 468 Spe- 
cialized service facilities, for areas of
potential application in the matter of

Federal financing of activities.) 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75885, Dec. 19, 20141

200.407 Prior written approval ( prior
approval). 

Under any given Federal award, the
reasonableness and allocability of cer- 

tain items of costs may be difficult to
determine. In order to avoid subse- 
quent disallowance or dispute based on
unreasonableness or nonallocability, 

the non - Federal 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 should include
the timeframe or soope of the agree- 
ment. The absence of prior written ap- 

proval on any element of cost will not, 
in itself, affect the reasonableness or

allooability of that element, unless
prior approval is specifically required
for allowability as described under cer- 
tain circumstances in the following
sections of this part: 

a) § 200. 201 Use of grant agreements

including fixed amount awards), coop- 
erative agreements, and contracts, 

paragraph (b)( 5); 

b) § 200. 306 Cost sharing or matching; 
c) § 200. 307 Program income; 
d) § 200, 308 Revision of budget and

program plans; 

e) § 200. 311 Real property; 
f) § 200. 313 Equipment; 

g) § 200. 332 Fixed amount subawards; 

h) § 200. 413 Direct costs, paragraph
c); 

1) § 200. 430 Compensation— personal

services, paragraph (h); 

j) §200. 431 Compensation — fringe ben- 
efits; 

k) §200. 438 Entertainment costs; 

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

1) § 200, 439 Equipment and other cap - 

ital expenditures; 

m) §200, 440 Exchange rates; 

n) § 200, 441 Fines, penalties, damages
and other settlements; 

o) § 200. 442 Fund raising and invest- 
ment management costs; 

p) § 200. 446 Goods or services for per- 
sonal use; 

q) § 200. 447 Insurance and indem- 
nification; 

r) §200. 464 Memberships, subscrip- 

tions, and professional activity costs, 
paragraph (c); 

s) § 200. 455 Organization costs; 
t) §200. 456 Participant support costs; 

u) § 200. 458 Pre -award costs; 
v) § 200. 462 Rearrangement and re- 

conversion costs; 

w) § 200. 467 Selling and marketing
costs; 

x) § 200, 470 Taxes ( including Value
Added Tax); and

y) §200. 474 Travel costs. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76885, Dec. 19, 2014) 

200.408 Limitation on allowance of
costs. 

The Federal award may be subject to
statutory requirements that limit the
allowability of costs. When the max- 
imum amount allowable under a limi- 
tation is less than the total amount de- 
termined in a000rdance with the prin- 
ciples in this part, the amount not re- 

ooverable under the Federal award may
not be charged W the Federal award. 

200.409 Special considerations. 

In addition to the basic consider- 
ations regarding the allowability of
costs highlighted in this subtitle, other
subtitles in this part describe spacial
considerations and requirements appli- 

cable to states, local governments, In- 
dian tribes, and = a. In addition, cer- 

tain provisions among the items of cost
In this subpart, are only applicable 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. 415 Required certifications) 

of this subpart; 

b) Special Considerations for States, 
Local Governments and Indian Tribes
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(§§200.4l6Cost allooation plans and in-
direot cost proposals and 200.417Inter-
agenoy service) of this subpart; and
(c) Special Considerations for Insti-

tutions of Higher Education (§§200.418
Oosts incurred by states and local gov-
ernments and 200.419 Oost accounting
standards and disolosure statement) of
this subpart.

§200.410 Collection of unallowable
costs. .

Payments made for costs determined
to be unallowable by either the Federal
awarding agency. cognizant agency for
indireot costs. or pass-through entity,
either as direot or indireot costs, must
be refunded (including interest) to the
Federal Government in aooordanoe
with instruotions from the Federal
agency that determined the costs are
unallowable unless FedeJ;'al statute or
regulation directs otherwise. See also
Subpart D-Post 'Federal Award Re-
quirements of this part, §§200.300Stat-
utory and national polioy requirements
through 200.309Period of performance.

§200.411 Adjustment 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 oosts that:
(1) Are unallowable as speoified by

Federal statutes, regulations or the
terms and oonditions of a Federal
award; or
(2) Are unallowable beoause they are

not allocable to the Federal award(s),
must be adjusted, or a refund must be
made, in accordance with the require-
ments of this section. These adjust-
ments or refunds are designed to 001'-

reot the proposals used to establish the
rates and do not oonstitute a reopening
of the rate negotiation. The adjust-
ments or refunds will be made regard-
less of the type of rate negotiated (pre-
determined, final, fixed, or provi-
sional).
(b) For rates covering a future fisoal

year of the non-Federal entity, the un-
allowable oosts will be removed from
the indireot (F&A) oost pools and the
rates appropriately adjusted.
(0) For rates oovering a past period,

the Federal share of the unallowable
costs will be computed for eaoh year

§200.413

involved and a cash refund (inoluding
interest chargeable in aooordanoe with
applicable regulations) will be made to
the Federal Government. If cash re-
funds are made for past periods covered
by provisional or fixed rates. appro-
priate adjustments w111be made when
the rates are finalized to avoid duplt-
oate reoovery of the unallowable coats
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
(0) of this section, must be required by
theoognizant agenoy for indirect costs.
The ohoioe of method must be at the
disoretion of the oognizant agency for
indireot oosts, based on its judgment as
to whioh method would be most prac-
tioal.
(e) The amount 01' proportion of unal-

lowable costs included in each year's
rate will be assumed to be the same as
the amount or proportion of unallow-
able coste Included in the base year
proposal used to establish the rate.

DIREOT AND INDIREOT(F&A) OOSTS

§200.412 Classification of costs.
There is no universal rule for

olassifylng certain oosts as either di-
reot or indirect (F&A) under every ac-
counting system. A cost may be direot
wi th respect to some specifio servioe or
funotion, but indireot with respect to
the Federal award or other final cost
objective. Therefore, it is essential
that eaoh item of oost inourred for the
same purpose be treated oonsistently
in like oiroumstanoes either as a direot
or an indirect (F&A) oost in order to
avoid possible double-charging of Fed-
eral awards. Guidelines for determining
direct and indireot (F&A) costa charged
to Federal awards are provided in this
subpart.

§200.413 Direct costs.
(a) General. Direct oosts are those

costs that can be identified speoifioally
with a particular final oost objeottve,
such as a Federal award, or other inter-
nally or externally funded aotdviby, or
that oan be direotly assigned to such
aotivities relatively easily with a high
degree of acouraoy, Oosts incurred for
the same purpose in like oiroumstanoes
must be treated oonsistently as either
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0200,416 Cost allocation plans and in- 
direct cost proposals and 200. 417 Inter- 

agency service) of this subpart; and
c) Special Considerations for Insti- 

tutions of Higher Education (§ §200. 418

Costs incurred by states and local gov- 
ernments and 200.419 Cost accounting
standards and disclosure statement) of
this subpart, 

200.410 Collection of unallowable

costs. 

Payments made for costs determined

to be unallowable by either the Federal
awarding agency, cognizant agency for
indirect costs, or pass- through entity, 
either as direct or indirect costs, must

be refunded ( including interest) to the
Federal Government in accordanoe

with instructions from the Federal

agency that determined the costs are
unallowable unless Federal statute or

regulation directs otherwise. See also
Subpart D —Post Federal Award Re- 
quirements of this part, § §200,300 Stat- 
utory and national policy requirements
through 200. 309 Period of performance. 

200.411 Adjustment of ppreviously 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 unallowable as specified by
Federal statutes, regulations or the
terms and conditions of a Federal
award; or

2) Are unallowable because they are
not allocable to the Federal award(s), 
must be adjusted, or a refund must be
made, in accordance with the require- 
ments of this section. These adjust- 

ments or refunds are designed to cor- 

reot the proposals used to establish the

rates and do not constitute a reopening
of the rate negotiation. The adjust- 

ments or refunds will be made regard- 

less of the type of rate negotiated (pre- 
determined, final, fixed, or provi- 

sional). 

b) For rates covering a future fiscal
year of the non - Federal entity, the un- 
allowable costs will be removed from
the indirect ( F &A) cost pools and the

rates appropriately adjusted. 

c) For rates covering a past period, 
the Federal share of the unallowable

costs will be computed for each year

20D.413

involved and a cash refund ( including
interest chargeable in accordance with

applicable regulations) will be made to
the Federal Government. If cash re- 
funds are made for past periods covered

by provisional or fixed rates, appro- 
priate adjustments will be made when

the rates are finalized to avoid dupli- 

cate recovery of the unallowable costs
by the Federal Government. 

d) For rates covering the current pe- 
riod, either a rate adjustment or a re- 

fund, as described in paragraphs (b) and

c) of this section, must be required by
the cognizant agency for indirect costs. 
The choice of method must be at the

discretion of the cognizant agency for
indirect costs, based on its judgment as

to which method would be most prac- 

tical. 

e) The amount or proportion of unal- 

lowable costs included in each year' s

rate will be assumed to be the same as
the amount or proportion of unallow- 

able costs included in the base year
proposal used to establish the rate. 

DIIiEOT AND INDIRECT ( F &A) COSTS

6200.412 Classification of costs. 

There is no universal rule for

classifying certain costs as either di- 
rect or indirect (F &A) under every ao- 
counting system. A cost may be direct
with respect to some specific service or

function, but indirect with respect to
the Federal award or other final cost

objective. Therefore, it is essential
that each item of cost incurred for the

same purpose be treated consistently
in like circumstances either as a direct
or an indirect ( F &A) cost in order to
avoid possible double - charging of Fed- 
eral awards. Guidelines for determining
direct and indirect (F &A) costs charged

to Federal awards are provided in this
subpart. 

200.413 Direct costs. 

a) General. Direct costs are those
costs that can be identified speeifloally
with a particular 11na1 cost objective, 
such as a Federal award, or other inter- 

nally or externally funded activity, or
that can be directly assigned to such
activities relatively easily with a high
degree of accuracy, Costs incurred for
the same purpose in like circumstances

must be treated consistently as either
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§200.414

direct or indirect (F&A) costs. See also
§200.405 Allocable costs.
(b) Application to Federal awards.

Identification with the Federal award
rather than the nature of the goods and
services involved is the determining
factor in distinguishing direct from in-
direct (F&A) costs of Federal awards.
Typical costs charged directly to a
Federal award are the compensation of
employees who work on that award,
their related fringe benefit costs, the
costs of materials and other items of
expense incurred for the Federal award.
J.f 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 following condi-
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-
oy;and
(4) The costs are not also recovered

as indirect costs.
(d) Minor· items. Any direct cost of

minor amount may be treated as an in-
direct (F&A) cost for reasons of practi-
cality where such accounting treat-
ment for that item of cost is consist-
ently applied to all Federal and non-
Federal cost objectives. .
(e) The costs of certain activities are

not allowable as charges to Federal
awards. However, even though these
costs are unallowable for purposes of
computing charges to Federal awards,
they nonetheless must be treated as di-
reot costs for purposes of determining
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 CFR Ch. II (1-1-15 Edition)

(2) Occupy space, and
(3) Benefit from the non-Federal enti-

ty'S indirect (F&A) costs.
(f) For nonprofit organteattons, the

costs of activities performed by the
non-Federal entity primarily as a serv-
ice to members, clients, or the general
public when Significant and necessary
to the non-Federal entity's mission
must be treated as direct costs whether
or not allowable, and be allooated an
equitable share of indirect (F&A) costs.
Some examples of these types of activi-
ties include:

(1) Maintenance of membership rolls,
subecriptdons, publications, and related
functions. See also §200.464 Member-
ships, subsoriptions, and professional
activity costs.
(2) Providing services and informa-

tion to members, legislative 01' admin-
istrative bodies, or the public. See also
§§ 200.454 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 also
§200.432 Oonferences.
(5) Maintenance, protection, and in-

vestment of special funds not used in
operation of the non-Federal entity.
See also §200.442 Fund raising and in-
vestment management costs.
(6) Administration of group benefits

on behalf of members or clients, in-
cluding life and hospital insurance, an-
nuity or retirement plans, and finan-
cial aid. See also §200.431 Oompensa-
tion-fringe benefits.
[78 FR 78608.Deo. 26. 2013, as amended at 79
FR 76885, Dec. 19, 2014)

§200.414 Indirect (F&A) costs.
(a) Facilities and Administration Classi-

fication. For major llIEs and major
nonprofit organizations, indireot (F&A)
oosts must be claesified within two
broad categories: "Facilities" and
"Administration." "Facilities" is de-
fined as depreCiation on buildings,
equipment and capital improvement,
interest on debt associated with cer-
tain buildings, equipment and capital
improvements, and operatdons and
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direct or indirect (F &A) costs. See also
200. 405 Allocable costs. 

b) Application to Federal awards. 
Identification with the Federal award

rather than the nature of the goods and
services involved is the determining
factor in distinguishing direct from in- 
direct ( F &A) costs of Federal awards. 
Typical costs charged directly to a
Federal award are the compensation of
employees who work on that award, 
their related fringe benefit costs, the
costs of materials and other items of
expense incurred for the Federal award. 

7f 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- 
oialized 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 following condi- 
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) Minor, items. Any direct cost of
minor amount may be treated as an in- 
direct (F &A) cost for reasons of practi- 

cality where such accounting treat- 
ment for that item of cost is consist- 

ently applied to all Federal and non - 
Federal cost objectives. 

e) The costs of certain activities are

not allowable as charges to Federal
awards. However, even though these
costs are unallowable for purposes of

computing charges to Federal awards, 
they nonetheless must be treated as di- 
rect costs for purposes of determining
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 CFR Ch. II ( 1 - 1 - 15 Edition) 

2) Occupy space, and
3) Benefit from the non - Federal enti- 

ty' s indirect (F &A) costs. 
f) For nonprofit organizations, the

costs of activities performed by the
non - Federal entity primarily as a serv- 
ice to members, clients, or the general
public when significant and necessary

to the non - Federal entity' s mission
must be treated as direct costs whether
or not allowable, and be allocated an
equitable share of indirect (F &A) costs. 
Some examples of these types of activi- 
ties include: 

1) Maintenance of membership rolls, 
subscriptions, publications, and related

functions. See also § 200. 454 Member- 

ships, subscriptions, and professional

activity costs. 
2) Providing services and informa- 

tion to members, legislative or admin- 
istrative bodies, or the public. See also

200, 454 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) Conferences except those held to

conduct the general administration of

the non- Federal entity. See also

200. 432 Conferences. 

5) Maintenance, protection, and in- 
vestment of special funds not used in
operation of the non - Federal entity. 
See also § 200. 442 Fund raising and in- 
vestment management costs. 

6) Administration of group benefits
on behalf of members or clients, in- 

cluding life and hospital insurance, an- 
nuity or retirembnt plans, and finan- 
cial aid. See also § 200. 431 Compensar
tion— fringe benefits. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76886, Dec. 19, 20141

200.414 indirect (F&A) costs. 

a) Facilities and Administration Classi- 
fication. For major IHEs and major
nonprofit organizations, indirect (F &A) 
costs must be classified within two
broad categories: " Facilities" and

Administration." " Facilities" is de- 

fined as depreciation on buildings, 
equipment and capital improvement, 
interest on debt associated with cer- 
tain buildings, equipment and capital
improvements, and operations and
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maintenance expenses. "Administra-
tion" is defined as general administra-
tion and general expenses such as the
director's office, accounting, personnel
and all other types of expenditures not
listed speoifically under one of the Bub-
categories of "Facilities"· (including
cross allocations from other pools,
where applioable). For nonprofit orga-
nizations, library expenses are Included
in the "Administration" oategory; for
institutions of higher eduoation, they
are included in the "Facilities" cat-
egory. Major IHEs are defined as those
required to use the Standard Format
for Submission as noted in Appendix III
to Part 200-Indireot (F&A) Costs Iden-
tifioation and Assignment, and Rate
Determination for Institutions of High-
er Eduoation (IHEs) paragraph C. 11.
Major nonprofit organizations are
those which receive more than $10mil-
lion dollars in direot Federal funding.

(b) Diversity of nonprofit organizations.
Because of the diverse oharaoteristics
and accounting praotioes of nonprofit
organizations, it is not posaible to
speoify the types of cost which may be
olassified as indirect (F&A) cost in all
situations. Identifioation with a Fed-
eral award rather than the nature of
the goods and services involved ia the
determining factor" in distinguishing
direct from indirect (F&A) costs of
Federal awards. However, typical ex-
amples of indirect (F&A) oost for many
nonprofit organizations may include
depreciation on buildings and equip-
ment, the costs of operating and main-
taining fa011ities, and general adminis-
tration and general expenses, such as
the salaries and expenses of executive
officers, personnel administration, and
accounting.

(0) Federal Agency Acceptance of Nego-
tiated Indirect Cost Bates. (See also
§200.306Cost sharing or matonins.)
(1) The negotiated rates must be ac-

oepted by all Federal awarding agen-
otes, A Federal awarding agenoy may
use a rate different from the negotiated
rate for a class of Federal awards or a
single Federal award only when re-
quired by Federal statute or regula-
tion, or when approved by a Federal
awarding agency head or delegate
based on dooumented justification as
described in paragraph (c)(3) of this
seotion.

§2DD.414

(2) The Federal awarding agency head
or delegate must notify OMB of any ap-
proved deviations.
(3) The Federal awarding agency

must implement, and make publicly
available, the poltctes, procedures and
general decision making oriteria that
their programs will follow to seek and
justify deviations from negotiated
rates.
(4) As required under §200.203Notioes

Qf funding opportunities, the Federal
awarding agency must include in the
notice of funding opportunity the poli-
cies relating to indirect cost rate reim-
bursement, matcbing, or coat share as
approved under paragraph (e)(l) of this
section. As appropriate, the Federal
agenoy should incorporate discussion
of these policies into Federal awarding
agency outreach activities with non-
Federal entities prior to the posting of
a notice of funding opportunity.
(d) Pass-through entities are" subject

to the requirements in §200.331 Re-
quirements for pass-through entities.
paragraph (a)(4).
(e) Requirements for development

and submission of indirect (F&A) cost
rate proposals and cost allocation
plans are contained in Appendices ID-
VII and Appendix IX as follows:
(1) Appendix III to Part 200-Indirect

(F&A) Oosts Identification and Assign-
ment, and Rate Determination for In-
stitutions of Higher Education (IHEs);
(2) Appendix IV to Part 200-Indirect

(F&A) Oosts Identifioation and Assign-
ment; and Rate Determination for Non-
profit Organizations;
(3) Appendix V to Part 200-State/

Local Governmentwide Central Service
OostAllooatdon Plans;
(4) Appendix VI to Part 200-Public

Assistanoe Cost Allooation Plans;
(5) Appendix VII to Part 200-States

and Looal Government and Indian
Tribe Indirect Oost Proposals; and
(6) Appendix IX to Part 200-Hospital

Oost Principles.
(f) In addition to the prooedures out-

lined in the appendices in paragraph (e)
of this section, ~y non-Federal entity
that has never reoeived a negotiated
indirect cost rate, except for those non-
Federal entities desoribed in Appendix
vn to Part 200-States and Local Gov-
ernment and Indian Tribe Indireot Oost
Proposals. paragraph D.l.b. may elect

139

AITACHMENT •.•.IL .
PAGE _..k~L.O~ •..•\®..PAGES

maintenance expenses. " Administra- 

tion" is defined as general administra- 

tion and general expenses such as the

director' s office, accounting, personnel
and all other types of expenditures not

listed speoifically under one of the sub- 
categories of " Facilities" ( including
cross allocations from other pools, 

where applicable). For nonprofit orga- 

nizations, library expenses are included
in the " Administration" category; for
institutions of higher education, they
are included in the " Facilities" cat- 

egory. Major IHEs are defined as those
required to use the Standard Format
for Submission as noted in Appendix III
to Part 200 — Indirect (F &A) Costs Iden- 

tification and Assignment, and Rate
Determination for Institutions of High- 

er Education ( IHEs) paragraph C. 11. 
Major nonprofit organizations are

those which receive more than $10 mil- 

lion dollars in direct Federal funding. 
b) Diversity of nonprofit organizations. 

Because of the diverse characteristics

and accounting practices of nonprofit
organizations, it is not possible to

specify the types of cost which may be
classified as indirect (F &A) cost in all
situations. Identification with a Fed- 
eral award rather than the nature of
the goods and services involved is the

determining factor . in distinguishing
direct from indirect ( F &A) costs of

Federal awards. However, typical ex- 

amples of indirect (F &A) cost for many
nonprofit organizations may include
depreciation on buildings and equip- 
ment, the costs of operating and main- 
taining facilities, and general adminis- 
tration and general expenses, such as

the salaries and expenses of executive

officers, personnel administration, and

accounting. 

e) Federal Agency Acceptance of Nego- 
tiated Indirect Cost Rates. ( See also

200. 306 Cost sharing or matching.) 
1) The negotiated rates must be ac- 

oepted by all Federal awarding agen- 
oies. A Federal awarding agency may
use a rate different from the negotiated
rate for a class of Federal awards or a
single Federal award only when re- 
quired by Federal statute or regula- 
tion, or when approved by a Federal
awarding agency head or delegate
based on documented justification as
described in paragraph ( c)( 3) of this
section. 

200.414

2) The Federal awarding agency head
or delegate must notify OMB of any ap- 
proved deviations. 

3) The Federal awarding agency
must implement, and make publicly
available, the policies, procedures and

general decision making criteria that
their programs will follow to seek and

justify deviations from negotiated
rates. 

4) As required under §200. 203 Notices
of funding opportunities, the Federal
awarding agency must include in the
notice of funding opportunity the poli- 
cies relating to indirect cost rate reim- 
bursement, matching, or cost share as
approved under paragraph ( e)( 1) of this
section. As appropriate, the Federal

agency should incorporate discussion
of these policies into Federal awarding
agency outreach activities with non - 
Federal entities prior to the posting of
a notice of funding opportunity. 

d) Pass- through entities are subject

to the requirements in § 200. 331 Re- 

quirements for pass - through entities, 
paragraph (a)(4). 

e) Requirements for development

and submission of indirect ( F &A) cost
rate proposals and cost allocation

plans are contained in Appendices III- 
VII and Appendix IX as follows: 

1) Appendix III to Part 200 — Indirect
F &A) Costs Identification and Assign- 

ment, and Rate Determination for In- 
stitutions of Higher Education (IHEs); 

2) Appendix 1V to Part 200 — Indirect

F &A) Costs Identification and Assign- 
ment; and Rate Determination for Non- 

profit Organizations; 

3) Appendix V to Part 200 — State/ 
Local Governmentwide Central Service

Cost Allocation Plans; 
4) Appendix VI to Part 200 — Public

Assistance Cost Allocation Plans; 
5) Appendix VII to Part 200— States

and Local Government and Indian
Tribe Indirect Cost Proposals; and

6) Appendix IX to Part 200 — Hospital
Cost Principles. 

f) In addition to the procedures out- 

lined in the appendices in paragraph (e) 

of this section, any non - Federal entity
that has never received a negotiated

indirect cost rate, except for those non - 
Federal entities described in Appendix
VII to Part 200 — States and Local Gov- 
ernment and Indian Tribe Indirect Cost

Proposals, paragraph D, 1, b, may elect
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§200.415

to charse a de minimis rate of 10% of
modified total direot costs (MTDC)
which may be used indefinitely.As de-
soribed in § 200.403 Factors affecting al-
10wabi1ity of coste, oeste must be con-
sistently charged as either indirect or
direot oosts, but may not be double
oharged or inoonsistently oharged as
both. If chosen, this methodology once
eleoted must be used consistently for
all Federal awards until such time as a
non-Federal entity chooses to nego-
ttate for a rate, which the non-Federal
entity may apply to do at any time.

(g) Any non-Federal entity that bas a
current federally negotiated indireot
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 subieot to the review
and approval of the cognizant agency
for indirect oosts. If an extension iB
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-time extensions (up to
four vears) are permitted if a renegoti-
ation is oompleted between each exten-
sion request.
[76 FR 78608,Dec. 26, 2013, as amended at 79
FR 70886,Deo. 19, 2014)

§200.415 Required certifications.
Required oertifioations inolude:
(a) To assure that expenditures are

proper and in accordance with the
terms and oonditions of the Federal
award and approved project budgets,
the annual and final fisoal reports or
vouohers requesting payment under the
agreements must include a oertifi-
oation, signed by an offioial who is au-
thorized to legally bind the non-Fed-
eral entity, whioh reads as follows: "By
signing this report, I oertify to the best
of my knowledge and belief that tbe re-
P01't is true, complete, and accurate,
and the expenditures, disbursements
and oash reoeipts are for the purposes
and objectives set forth in the terms
and oonditions of the Federal award. I
am aware that any false, fiotitious, or
Iraudulent information, or the omis-
sion of any material fact, may subjeot
me to oriminal, civil or administrative
penalties for fraud, false statements,
false claims or otherwise. (U.S, Oode

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

Title 18, Section 1001and Title 31, Sec-
tions 3729-3730and 3BOl-3812),"

(b) Certifioation of cost allooation
plan or indireot (F&A) oost rate pro-
posal. Each oost allocation plan or in-
direot (li'&A) cost rate proposal must
comply with the following:

(1) A proposal to establish a cost ano-
oation plan or an Indirect (F&A) cost
rate, whether submitted to a Federal
cognizant agency for indirect coste or
maintamed on file by the non-Federal
entity,. must be oertified by tlie non-
Federal entity using tbe oerttneate of
Cost Allooation Plan or Certifioate of
Indirect Costs as set forth in Appen-
dices ill through VII, and Appendix IX.
The certifioate 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 financtal officer of
the non-Federal entity that submits
the proposal.

(2) Unless the non-Federal entity has
elected the option under §200.414Indi-
rect (F&A) costs, paragraph (f), the
Federal Government may either dis-
allow all indirect (F&A) costs or uni-
laterally establish such a plan or rate
when the non-Federal entity fails to
submit a oertified proposal for estab-
lishing such a plan or rate in acoord-
ance with the requirements. Suoh a
plan or rate may be based upon audited
historical data or such other data that
have been furnished to the cognizant
agenoy for indirect costs and for which
it can be demonstrated that all unal-
lowable costs have been excluded.
When a cost allocation plan or indirect
cost rate is unilaterally established by
the 'Federal Government because the
non-Federal entity failed to submit a
oertified proposal, the plan or rate es-
tablished will be set to ensure that po-
tentially unallowable costs will not be
reimbursed,

(0) Oertifioations by non-profit orga-
nizabions as appropr-iate that they did
not meet the definition of a major non-
profit organization as defined in
§200.414 Indireot (F&A) oosts, para-
graph (a).

(d) See also §200.450Lobbying for an-
other required oertification.
[78 FR 78608,Dec. 26, 2013, as amended at 79
FR 76006,Dec. 19,2014)
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200.415

to charge a de minimis rate of 10% of

modified total direct costs ( MTDC) 

which may be used indefinitely.As de- 
scribed in §200. 403 Factors affecting al- 
lowability of costs, costs must be con- 
sistently charged as either indirect or
direct costs, but may not be double
charged or inconsistently charged as
both. If chosen, this methodology once
elected must be used consistently for
all Federal awards until such time as a

non - Federal entity chooses to nego- 
tiate for a rate, which the non - 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 -time extensions ( up to
four Years) are permitted if a renegoti- 

ation is completed between each exten- 
sion request. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76866, Dec. 19, 2014) 

200.415 Required certifications. 

Required certifications include: 
a) To assure that expenditures are

proper and in accordance with the

terms and conditions of the Federal
award and approved project budgets, 
the annual and final fiscal reports or
vouohera requesting payment under the
agreements must include a certifi- 

cation, signed by an official who is au- 
thorized to legally bind the non -Fed- 
eral entity, which reads as follows: " By
signing this report, I certify to the best
of my knowledge and belief that the re- 
port is true, complete, and accurate, 
and the expenditures, disbursements
and cash receipts are for the purposes

and objectives set forth in the terms

and conditions of the Federal award. I

am aware that any false, fictitious, or
fraudulent information, or the omis- 

aion of any material fact, may subject
me to criminal, civil or administrative
penalties for fraud, false statements, 
false claims or otherwise. ( U. S. Code

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

Title 18, Section 1001 and Title 31, Sec- 
tions 3729 -3730 and 3801- 3812)." 

b) Certification of cost allocation
plan or indirect ( F &A) cost rate pro- 

posal. Each cost allocation plan or in- 

direct ( F&A) cost rate proposal must

comply with the following: 
1) A proposal to establish a cost allo- 

cation plan or an 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 III through VII, and Appendix IX. 
The certificate must be signed on be- 

half of the non - Federal entity by an in- 
dividual at a level no lower than vice

president or chief financial officer of

the non - Federal entity that submits
the proposal. 

2) Unless the non - Federal entity has
elected the option under § 200. 414 Indi- 
rect ( F &A) costs, paragraph ( f), the

Federal Government may either dis- 
allow all indirect ( F &A) costs or uni- 

laterally establish such a plan or rate
when the non - Federal entity fails to
submit a certified proposal for estab- 

lishing such a plan or rate in accord- 
ance with the requirements. Such a

plan or rate may be based upon audited
historical data or such other data that

have been furnished to the cognizant

agency for indirect costs and for which
it can be demonstrated that all unal- 
lowable costs have been excluded. 
When a cost allocation plan or indirect

cost rate is unilaterally established by
the -Federal Government because the
non - Federal entity failed to submit a
certified proposal, the plan or rate es- 

tablished will be set to ensure that po- 

tentially unallowable costs will not be
reimbursed, 

c) Certifications by non - profit orga- 
nizations as appropriate that they did
not meet the definition of a major non- 

profit organization as defined in
200. 414 Indirect ( F &A) costs, para- 

graph (a). 

d) See also § 200. 450 Lobbying for an- 
other required certification. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76806, Dec. 19, 2014) 
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SPEOIALOONSIDERATIONSFOR STATES,
LOCAL GOVERNMENTSAND INDIAN
TRIBES

§"200.416 Cost allocation plans and in-
direct cost proposals.

(a) For states, local governments and
Indian tribes, oertain services, such all
motor pools, oomputer centers. pur-
chasing, aooounting, eto., are provided
to operating agencies on a centraUzed
basis. Since Federal awards are per-
formed within the individual operating
agencies, there needs to be a prooess
whereby these oentral service coste can
be identified and assigned to benefitted
aotivities on a reasonable and con-
sistent basis. The central service cost
allooation plan provides that process.
(b) Individual operating agencies

(governmental department or agenoy),
normally oharge Federal awards for in-
direot costs through an indireot oost
rate. A separate indirect cost rate(s)
proposal for each operating agenoy is
usually neoessary to claim indireot
costs under Federal awards. Indireot
costs Include:

(1) The indireot oosts originating in
each department or agency of the gov-
ernmental unit carrying out Federal
awards and
(2) The costs of central governmental

services distributed through the cen-
tral service cost allooation plan and
not otherwise treated as dtrect costs,
(c) The requirements for development

and submission of oost allocation plans
(for oentral service costs and publio as-
sistance programs) and indirect oost
rate proposals are oontained in appen-
dices IV, V and VI to this part.

§200.417 Interagency service,
The cost of services provided by one

agenoy to another within the govern-
mental unit may include allowable di-
rect costs of the service plus a pro-
rated share of indirect oosts. A stand-
ard indirect cost allowance equal to
ten percent of the direct salary and
wage cost of providing the servtce (ex-
eluding overtime, shift premiums. and
fringe benefits) may be used in lieu of
determining the aotual indirect costs
of the service. These services do not in-
clude centralized services included in
oentral service oost allooation plans as
described in Appendix: V to Part 200-

§200.419

State/Local Government and Indian
Tribe-Wide Central Servioe Cost Allo-
cation Plans.

SPEOIALCONSIDERATIONSFOR
INSTITUTIONSOFHIGHEREDUOATION

§200.41B Costs incurred by states and
local governments.

Oosbs incurred 01' paid by a state or
local government on behalf of ita mEs
for fringe benefit programs, such as
pension oosts and FICA and any other
costs specifioally incurred on behalf of,
and in direct benefit to, the mEs, are
allowable costs of such IHEs whether
01' not these oosts are recorded in the
accounting records of the institutions,
subject to the following:
(a) The oosts meet the requirements

of §§200A02 Composition of costs
through 200,411 Adjustment of pre-
viously negotiated indirect (F&A) oost
rates oontaining unallowable coste, of
this subpart;
(b) The costs are properly supported

by approved cost allooation plans in ac-
cordance with applicable Federal cost
aooounting principles in thIs part; and
(0) The ccets are not otherwise borne

directly 01' indirectly by the Federal
Government.

§200.419 Cost accounting standards
and disclosure statement.

(a) An lHEl that reoeives aggregate
Federal awards totaling $50million or
more in Federal awards subject to this
part in its most recently completed fis-
cal year must comply with the Oost
Accounting Standards Board's oost ao-
counting standards looated at 48 OFR
9905.501,9905.502,9905.505,and 9905.506.
CAS-covered oontracts awarded to the
mEs are subject to the OAS require-
ments at 4BCFR 9900 through 9999and
48 OFR part 30 (FAR Part 30).
" (b) Disclosure statement. An IHE that
receives aggregate Federal awards to-
taling $50 million or more subject to
this part during its most reoently com-
pleted fiscal year must disolose their
cost accounting practices by filing a
Disclosure Statement (D8-2), whioh is
reproduced in Appendix III to Part
200-Indirect (F&A) Costs Identifioa,-
tion and Assignment, and Rate Deter-
mination for Institutions of Higher
Education (IHEs). With the approval of
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SPECIAL CONSIDERATIONS FOR STATES, 
LOCAL GOVERNMENTS AND INDIAN
TRIBES

200.416 Cost allocation plans and in- 
direct cost proposals. 

a) For states, local governments and
Indian tribes, certain services, such as

motor pools, computer centers, pur- 

chasing, accounting, etc., are provided
to operating agencies on a centralized
basis. Since Federal awards are per- 
formed within the individual operating
agencies, there needs to be a process

whereby these central service costs can
be identified and assigned to benefitted
activities on a reasonable and con- 

sistent basis. The central service cost

allocation plan provides that process. 
b) Individual operating agencies

governmental department or agency), 

normally charge Federal awards for in- 
direct costs through an indirect cost
rate. A separate indirect cost rate(s) 
proposal for each operating agency is
usually necessary to claim indirect
costs under Federal awards. Indirect
costs include: 

1) The indirect costs originating in
each department or agency of the gov- 
ernmental unit oarrying Out Federal
awards and

2) The costs of central governmental

services distributed through the cen- 
tral service cost allocation plan and

not otherwise treated as direct costs. 
c) The requirements for development

and submission of cost allocation plans

for central service costs and public as- 
sistance programs) and indirect cost
rate proposals are contained in appen- 
dices IV, V and VI to this part. 

200.417 Interagency service. 

The cost of services provided by one
agency to another within the govern- 
mental unit may include allowable di- 
rect costs of the service plus a pro- 

rated share of indirect costs. A stand- 
ard indirect cost allowance equal to
ten percent of the direct salary and
wage cost of providing the service ( ex- 
cluding overtime, shift premiums, and
fringe benefits) may be used in lieu of
determining the actual indirect costs
of the service. These services do not in- 
clude centralized services included in
central service cost allocation plans as
described in Appendix V to Part 200— 

State /Local Government and Indian
Tribe -Wide Central Service Cost Allo- 
oation Plans. 

SPECIAL CONSIDERATIONS FOR

INSTITUTIONS OF HIGHER EDUCATION

200.418 Costs incurred by states and
local governments. 

Costs incurred or paid by a state or
local government on behalf of its IHEs
for fringe benefit programs, such as
pension costs and FICA and any other

cosh specifically incurred on behalf of, 
and in direct benefit to, the IH13s, are
allowable costs of such IHEs 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 § § 200. 402 Composition of costs

through 200. 411 Adjustment of pre- 

viously negotiated indirect (F &A) cost
rates containing unallowable costs, of
this subpart; 

b) The costs are properly supported

by approved cost allocation plans in ac- 
cordance with applicable Federal cost

accounting principles in this part; and
c) The costs are not otherwise borne

directly or indirectly by the Federal
Government. 

200.419 Cost accounting standards
and disclosure statement. 

a) An IHE that receives aggregate
Federal awards totaling $60 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
a are subject to the CAS require- 

ments at 48 CFR 9900 through 9999 and
40 CPR part 30 ( FAR Part 30). 

b) Disclosure statement. An IHE that
receives aggregate Federal awards to- 
taling $50 million or more subject to
this part during its most recently com- 
pleted fiscal year must disclose their
cost accounting practices by filing a
Disclosure Statement ( DS -2), which is
reproduced in Appendix III to Part
200 — Indirect ( F &A) Costs Identifica- 
tion and Assignment, and Rate Deter- 
mination for Institutions of Higher
Education ( IHEs). With the approval of
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§200.420

the cognizant agency for indirect costs,
an IRE may meet the D8-2 submission
by submittIng the D8-2 for each bust-
ness unit that received $50 million or
more in Federal awards.

(1) The D8-2 must be submitted to
the cognizant agency for indirect costs
with a copy to the IRE's cognizant
agency for audit.
(2) An IRE is responsible for main-

taIning an accurate D8-2 and com-
plying' with disclosed cost accounting
practices. An IRE must file amend-
ments to the D8-2 to the cognizant
agency for indirect 'costs six months in
advance of a disclosed practice being
ohanged to comply with a new or modi-
fied standard, 01' when a praotice is
changed for other reasons, An IRE may
proceed with implementing the change
only if it has not been notified by the
Federal cognizant agenoy for indirect
costs that either a longer period will be
needed for review or there are concerns
with the potential ohange within the
six months perIod. 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
praotices.

(3) Cost 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-
oies in this part or fails to consistently
follow ita established or disclosed cost
accounting practices when estimating,
aocumulating or reporting the costs of
Federal awards, and the aggregate cost
impact on Federal awards is material.
The oost adjustment must normally be
made on an aggregate basis for all af-
fected Federal awards through an ad-
justment of the !HE's future F&A costs
rates or other means considered appro-
priate by the cognizant agenoy for indi-
reot costs, Under the terms of CAS cov-
ered contracts, adjustments in the
amount of funding provided may also
be required when the estimated pro-
posal costs were not determined in 0.0-
cordance wi tb established cost 11.0-

counting practices.
(4) Overpayments. Exoess amounts

paid in the aggregate by the Federal
Government under Federal awards due
to a noncompliant oost accounting
practdoe used to estimate, aooumulate,

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

or report costs must be credited or re-
funded, as deemed appropriate by the
cognizant agency for iridireot costs, In-
terest applicable to the excess amounts
paid in the aggregate during the period
of noncompliance must also be deter-
mined and colleoted in accordance with
applicable Federal agency regulations.

(5) Compliant cost acoounting practice
chasures. Changes from one compliant
cost accounting practice to another
compliant practice that are approved
by the oognizant agenoy for indirect
costs may require cost adjustments if
the change hall a material effect on
Federal awards and the changes are
deemed appropriate by the oognizant
agency for indirect costs,

(6) Responsibilities. The cognizant
agency for indirect cost must:
(i) Determine cost adjustments for

all Federal awards in the aggregate on
behalf of the Federal Government. Ac-
tions of the oognizant agency for indi-
reot cost in making cost adjustment
determinations must be coordinated
with all affeoted Federal awarding
agenoies to the extent necessary.

(11) Prescribe guidelines and establish
internal procedures to promptly deter-
mine on behalf of the Federal Govern-
ment that a DS-2 adeqUately disoloses
the IRE's cost acoounting practices
and that the disclosed practtces are
compliant with applioable CAS and the
requirements of this part.
(iii) Distribute to all affeoted Federal

awarding agencies any D8-2 determina-
tion of adequacy or noncompliance.
[78 FR 78608,Dec. 26, 2013, as amended at 79
FR 76886.Dec,19,2014J

GENERAL PROVISIONS FOR SELEOTED
ITEMS OF COST

§200.420 Considerations for seleoted
items of cost,

This section provides prlnoiplea to be
applied in establishing the allowability
of certain items involved in deter-
mining cost, in addition to the require-
ments of Subtitle II. Basic Consider-
ations of this subpart. These principles
apply whether or not a particular item
of cost Is properly treated as direot
cost or indirect (F&A) cost. Failure to
mention a particular item of cost is
not intended to imply that it is either
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200.420

the cognizant agency for indirect costs, 
an IHE may meet the DS- 2 submission
by submitting the DS- 2 for each busi- 
ness unit that received $ 60 million or
more in Federal awards. 

1) The DS- 2 must be submitted to

the cognizant agency for indirect costs
with a copy to the M's cognizant
agency for audit, 

2) An IHE is responsible for main- 
taining an accurate DS- 2 and com- 
plying with disclosed cost accounting
practices. An ME must file amend- 
ments to the DS- 2 to the cognizant

agency for indirect' eosts six months in
advance of a disclosed practice being
changed to comply with a new or modi- 
fied standard, or when a practice is
changed for other reasons. An IHE may
proceed with implementing the change
only if it has not been notified by the
Federal cognizant agency for indirect
costs that either a longer period will be
needed for review or there are concerns

with the potential change within the
Six months period. Amendments of a

DS- 2 may be submitted at any time. 
Resubmission of a complete, updated

DS- 2 is discouraged except when there
are extensive changes to disclosed
practices. 

3) Cost and funding adjustments. Cost
adjustments must be made by the cog- 
nizant agency for indirect costs if an
IHE fails to comply with the cost poli- 
cies in this part or fails 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 basis for all af- 
fected Federal awards through an ad- 
justment of the IHE' s future F &A costs
rates or other means considered appro- 

priate by the cognizant agency for indi- 
rect costs. Under the terms of CAS cov- 
ered contracts, adjustments in the
amount of funding provided may also
be required when the estimated pro- 
posal costs were not determined in ac- 
cordance with established cost ac- 

counting practices. 

4) Overpayments. Excess amounts

paid in the aggregate by the Federal
Government under Federal awards due
to a noncompliant cost accounting
practice used to estimate, accumulate, 

or report costs must be credited or re- 

funded, as deemed appropriate by the
cognizant agency for indirect costs. In- 
terest applicable to the excess amounts
paid in the aggregate during the period
of noncompliance must also be deter- 
mined and collected in accordance with
applicable Federal agency regulations. 

b) Compliant cost accounting practice

changes. Changes from one compliant
cost accounting practice to another
compliant practice that are approved

by the cognizant agency for indirect
costs may require cost adjustments if
the change has a material effect on
Federal awards and the changes are

deemed appropriate by the cognizant
agency for indirect costs. 

6) Responsibilities. The cognizant

agency for indirect cost must: 
i) Determine cost adjustments for

all Federal awards in the aggregate on
behalf of the Federal Government. Ac- 
tions of the cognizant agency for indi- 
rect cost in making cost adjustment
determinations must be coordinated
with all affected Federal awarding
agencies to the extent necessary. 

ii) Prescribe guidelines and establish

Internal procedures to promptly deter- 
mine on behalf of the Federal Govern- 
ment that a DS -2 adequately discloses
the IHE' s cost accounting practices
and that the disclosed practices are
compliant with applicable CAS and the
requirements of this part. 

iii) Distribute to all affected Federal
awarding agencies any DS- 2 determina- 
tion of adequacy or noncompliance. 

78 FR 78608, Dec. 26, 2013, ae amended at 79
FR 76886, Dec. 19, 2014) 

GENERAL PROVISIONS FOR SELECTED
ITEMS OF COST

200.420 Considerations for selected
items of cost. 

This section provides principles to be
applied in establishing the allowability
of certain items involved in deter- 

mining cost, in addition to the require- 
ments of Subtitle II. Basic Consider- 
ations of this subpart. These principles

apply whether or not a particular item
of cost is properly treated as direct
cost or indirect (F &A) cost. Failure to
mention a particular item of cost is
not intended to imply that it is either
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allowable or unallowable; rather. deter-
mination as to allowabili ty in each
case should be based on the treatment
provided for similar 01' related ttems of
cost, and based on the principles de-
soribed in §§200A02 composition of
oosts through 200.111 Adjustment of
previously negotiated indirect (F&A)
cost rates oontaining unallowable
costs. In case of a discrepancy between
the provisions of a specific Federal
award and the provisions below, the
Federal award governs. Oriteria out-
lined in §200A09 Factors affecting al-
lowab111ty of costs must be applied in
determining allowability. See also
§200.102 Exoeptions.

§200.421 Advertising and publio rela-
tions.

(a) The term advertising costs means
the costs of advertising media and cor-
ollary administrative costs. Adver-
tising media include magazines, news-
papers, radio and television, direot
mail, exhibits. electronic or computer
transmittals, and the like.
(b) The only allowable advertising

costs are those which are solely for:
(1) The recruitment of personnel re-

quired by the non-Federal entity for
performanoe of a Federal award (See
also §200.463 Recruiting costs);
(2) The procurement of goods and

services for the performanoe of a Fed-
eral award;
(3) The disposal of scrap or surplus

materials acquired in the performance
of a Federal award exoept when non-
Federal entities are reimbursed for dis-
posal costs at a predetermined amount;
or
(4) Program outreach and other spe-

oific purposes necessary to meet the re-
quirements of the Federal award.
(0) The term "publio relations" in-

cludes community. relations and means
those activities dedioated to maintain-
ing the image of the non-Federal entity
or maintaining or promoting under-
standing and favorable relations with
the oommunity or public at large or
any segment of the publio.
(d) The only allowable public rela-

tions costs are:
(1) Costs specifioally required by the

Federal award;
(2) Oosts of oommunicating with the

public and press pertaining to specifio

§200.424

aotivities 01' acoomplishments which
result from performanoe of the Federal
award (these costs are oonsidered nee-
essarv as part of the outreach effort for
the Federal award); or
(3) Oosts of oonduoting general liai-

son with news media and government
public relations officers, to the extent
that such aotivities are limited to com-
munioation and liaison necessary to
keep the publio informed on matters of
public concern, such as notices of fund-
ing opportunities, financial matters,
eto.
(e) Unallowable advertising and pub-

11c relations costs include the fol-
lowing:

(1) All advertising and publio rela-
tions costs other than as specified in
paragraphs (b) and (d) of this seotion;
(2) Costs of meetings, oonventions,

oonvocations, or other events related
to other aotivities of the entity (see
also §200.432 Oonterences), including;
(i) Costs of displays, demonstrations,

and exhibits;
(if) Costs of meeting rooms, hospi-

tality suites, and other special faoili-
ties used in conjunction with shows
and other special events; and
(iii) Salaries and wages of employees

engaged in setting up and displaying
exhibits, making demonstrations, and
providing briefings;
(3) Oosts of promotional items and

memorabilia, inoluding models, gifts,
and souvenirs;
(4) Oosts of advertising and public re-

lations designed solely to promote the
non-Federal entity.

§200.422 Advisory councils.
Costs incurred by advisory councils

or committees are unallowable unless
authorized by statute. the }l'ederal
awarding agency or as an indireot cost
where allocable to Federal awards. See
§200.444General costs of government,
applicable to states, local governments
and Indian tribes.

§200.423 Alcoholic beverages.
Costs of alcoholic beverages are unal-

lowable.

§200.424 Alumni/ae activities.
Costs incurred by IHEs for, or in sup-

port of, alumnilae aotivities are unal-
lowable.
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allowable or unallowable; rather, deter - 

mination as to allowability in each
case should be based on the treatment

provided for similar or related items of

cost, and based on the principles de- 
scribed in § §200. 402 Composition of

costs through 200. 411 Adjustment of

previously negotiated indirect ( F &A) 
cost rates containing unallowable

costs. In case of a discrepancy between
the provisions of a specific Federal
award and the provisions below, the
Federal award governs. Criteria out- 

lined in § 200.403 Factors affecting al- 
lowability of costs must be applied in
determining allowability. See also

200.102 Exceptions. 

200.421 Advertising and public rela- 
tions. 

a) The term advertising costs means
the costs of advertising media and cor- 
ollary administrative costs. Adver- 

tising media include magazines, news- 
papers, radio and television, direct

mail, exhibits, electronic or computer

transmittals, and the like. 

b) The only allowable advertising
costs are those which are solely for: 

1) The recruitment of personnel re- 

quired by the non - Federal entity for
performance of a Federal award ( See
also § 200. 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
materials acquired in the performance
of a Federal award except when non - 

Federal entities are reimbursed for dis- 
posal costs at a predetermined amount; 

or

4) Program outreach and other spe- 

cific purposes necessary to meet the re- 
quirements of the Federal award. 

e) The term " public relations" in- 

cludes community relations and means
those activities dedicated to maintain- 

ing the image of the non - Federal entity
or maintaining or promoting under- 

standing and favorable relations with
the community or public at large or
any segment of the public. 

d) The only allowable public rela- 
tions costs are: 

1) Costs specifically required by the
Federal award; 

2) Costs of communicating with the
public and press pertaining to specific

activities or accomplishments which

result from performance of the Federal
award ( these costs are considered nec- 
essary as part of the outreach effort for
the Federal award); or

3) Costs of conducting general liai- 
son with news media and government

public relations officers, to the extent

that such activities are limited to com- 

munioation 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 ( see
also § 200. 432 Conferences), including; 

i) Costs of displays, demonstrations, 

and exhibits; 

ii) Costs of meeting rooms, hospi- 
tality suites, and other special facili- 
ties used in conjunction with shows
and other special events; and

iii) Salaries and wages of employees

engaged in setting up and displaying
exhibits, making demonstrations, and
providing briefings, 

3) Costs of promotional items and

memorabilia, including models, gifts, 
and souvenirs; 

4) Costs of advertising and public re- 
lations designed solely to promote the
non- Federal entity. 

200.422 Advisory councils. 

Costs incurred by advisory councils
or committees are unallowable unless
authorized by statute, the Federal

awarding agency or as an indirect cost
where allocable to Federal awards. See

200. 444 General costs of government, 
applicable to states, local governments
and Indian tribes. 

200.423 Alcoholic beverages. 

Costs of alcoholic beverages are unal- 
lowable. 

200.424 Alumni/ae activities. 

Costs incurred by IHEs for, or in sup- 
port of, alumni/ae activities are unal- 
lowable, 
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§200.425

§200.425 Audit services.
(a) A reasonably proportionate share

of tbe costs of audits required by, and
performed in accordance with, the Sin-
gle Audit Act Amendments of 1996 (31
U.S.O. 7501-7507),as implemented by re-
quirements 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 $750,000during the non-Fed-
eral entity's fiscal year.
(b) The costs of a financial statement

audit of a non-Federal entity that does
not currently have a Federal award
may be included in the indirect cost
pool for a cost allocation plan or indi-
rect cost proposal.
(c) Pass-through entities may oharge

Federal awards for the cost of agreed-
upon-procedures engagements to mon-
itor subreclpients (in accordance with
Subpart D-Post Federal Award Re-
quirements of this part, §§200.330Sub-
recipient and contractor determina-
tions through 200.332 Fixed Amount
Subawards) who are exempted from the
requirements of the Single Audit Act
and Subpart F-Audit Requirements of
this part. This cost ill allowable only if
the agreed-upon-procedures engage-
ments are:
(1) Conducted in accordance with

GAGAS attestation standards;
(2) Paid for and arranged by the pass-

through entity; and
(3) Limited in scope to one or more of

the following types of compliance re-
quirements: activities allowed or
unallowed; allowable costs/cost prin-
ciples; eligibility; and reporting.

§200.426 Bad debts.
Bad debts (debts whioh have been de-

termined to be unoollectable), 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, ardstng' from such
debts after they have been determined
to be uncolleotable are also unallow-
able. See also §200.428 Collections of
improper payments.

§200.427 Bonding costs.
(a) Bonding costs arise when the Fed-

eral awarding agency requires assur-
anoe against financial loss to itself or
others by reason of tbe act or default
of the non-Federal entity. They arise
also in instances where the non-Fed-
eral entity requires similar assurance,
including: bonds as bid. performance,
payment, advance payment, infringe-
ment, and fidelity bonds for employees
and officials.
(b) costs of bonding required pursu-

ant to the terms and conditions of the
Federal award are allowable.
(c) Costs of bonding required by the

non-Federal entity in the general con-
duct of its operations are allowable as
an indirect cost to the extent that such
bonding is in accordance with sound
business praotioe and the rates and pre-
miums are reasonable under the cir-
cumetanoes.

§200.428 Colleotions of improper pay-
ments.

The costs incurred by ,a non-Federal
entity to recover improper payments
are allowable as either direot or indi-
reot costs, as appropriate. Amounts
oolleoted may be used by the non-Fed-
eral entity in accordance with cash
management standards Bet forth in
§200.305Payment.

§200,429 Commencement and convoca-
tion costs.

For IREs, costs incurred for com-
mencements and convooations are un-
allowable, except as provided for in Ap-
pendix III to Part 20o-Indireot (F&A)
Oosts Identifioation and Assignment,
and Rate Determination for Institu-
tions of Higher Eduoation (IHEs), para-
graph (B)(9) Student Administration
and Services, as student activity costs.

§200.430 Compensation-personal
services.

(a) General. Oompensation for per-
sonal services includes all remunera-
tion, paid ourrently or accrued, for
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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 - 7507), as implemented by re- 
quirements 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. 

e) Pass - through entities may charge
Federal awards for the cost of agreed - 
upon- procedures engagements to mon- 
itor subrecipients ( in accordance with
Subpart D —Post Federal Award Re- 
quirements of this part, § §200. 330 Sub - 

recipient and contractor determina- 
tions through 200. 332 Fixed 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

GAGAS attestation standards; 
2) Paid for and arranged by the pass - 

through entity; and
3) Limited in scope to one or more of

the following types of compliance re- 
quirements: activities allowed or

unallowed; allowable costs /cost prin- 

ciples; eligibility; and reporting. 

200.426 Bad debts. 

Bad debts ( debts which have been de- 
termined to be uncollectable), includ- 
ing losses ( whether actual or esti- 
mated) arising from uncollectable ac- 
counts and other claims, are unallow- 

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

able. Related collection costs, and re- 

lated legal costs, arising from such
debts after they have been determined
to be uncollectable are also unallow- 

able. See also § 200.428 Collections of
improper payments. 

200.427 Bonding costs. 

a) Bonding costs arise when the Fed- 
eral awarding agency requires assur- 
ance against financial loss to itself or
others by reason of the act or default
of the non - Federal entity. They arise
also in instances where the non -Fed- 
eral entity requires similar assurance, 
including: bonds as bid, performance, 
payment, advance payment, infringe- 

ment, and fidelity bonds for employees
and officials. 

b) Costs of bonding required pursu- 
ant to the terms and conditions of the
Federal award are allowable. 

c) Costs of bonding required by the
non - Federal entity in the general con- 
duct of its operations are allowable as
an indirect cost to the extent that such

bonding is in accordance with sound
business practice and the rates and pre- 
miums are reasonable under the cir- 
cumstances. 

200.428 Collections of improper pay- 
ments. 

The costs incurred by. a non - Federal
entity to recover improper payments
are allowable as either direct or indi- 
rect costs, as appropriate, Amounts
collected may be used by the non -Fed- 
eral entity in accordance with cash
management standards set forth in

200. 305 Payment. 

200.429 Commencement and convoca- 
tion costs. 

For IHEs, costs incurred for com- 
mencements and convocations are un- 

allowable, except as provided for in Ap- 
pendix III to Part 200 — Indirect ( F &A) 
Costs Identification and Assignment, 
and Rate Determination for Institu- 
tions of Higher Education ( IHEs), para- 
graph ( B)( 9) Student Administration
and Services, as student activity costs. 

200.430 Compensation — personal
services. 

a) General. Compensation for per- 
sonal services includes all remunera- 

tion, paid currently or accrued, for
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OMB Guidance

services of employees rendered during
the period of performance under the
Federal award, including but not nee-
essarily. limited to wages and salaries.
Compensation for personal services
may also include fringe benefits wbich
are addressed in §200.431 Compensa-
tion-fringe benefits. Oosts of com-
pensation are allowable to the extent
tbat they satisfY tbe speotno require-
mentsof this part, and that the total
oompensation for individual employ-
ees:

(1) Is reasonable for the servioes ren-
dered and oonforms to tne establisbed

.written polioy of the non-Federal enti-
ty oonsistently applied to both Federal
and non-Federal aotivities;

(2) Follows an appointment made in
accordance with a non-Federal entity's
laws and/or rules or written polioies
and meets the requirements of Federal
statute, where applioable; and

(3) Is determined and supported as
provided in paragraph (1) of this seo-
tton, Standards for Dooumentation of
Personnel Expenses, when appltcable.

(b) Reasonableness. Compensation for
employees engaged in work on Federal
'awards will be oonsidered reasonable to
the extent that it is oonsistent with
thaf paid for similar work in otber ae-
tivities of the non-Federal entity. In
oases where tbe kinds of employees re-
quired for Federal awards are not found
in .the other aotivities of tbe non-Fed-
eral entity, compensation w111be con-
sidered reasonable to the extent that it
is comparable to that paid for similar
work in the labor market in which the
non-Federal entity competes for the
kind of employees involved.

(c) Professional activities outside the
non-Federal entity. Unless an arrange-
ment is specifioally authorized by a
Fedel'al awarding agenoy, a non-Fed-
eral entity must follow its written non-
Federal entity-wide policies and prao-
tioes concerning the permissible extent
of professional services that can be pro-
vided outside the non-Federal entity
for non-organizational compensation.
Where such non-Federal entity-wide
written polioies do not exist or do not
adequately define tbe permissible ex-
tent of oonsulting or other non-organi-
zational aotivities undertaken for
extra outside pay, the Federal Govern-
ment may require that the effort of

§200.430

professional staff working on Federal
awards be allocated between:
(1) Non-Federal entity activities, and
(2) Non-organizational professional

activities. If the Federal awarding
agency considers the extent of non-or-
ganizational professional effort exces-
sive or inoonsistent with tbe oonfltote-
of-interest terms and conditions of the
Federal award, appropriate arrange-
ments governing oompensation will be
negotiated on a oase-bv-oase basis.

(d) Unallowable costs. (1) Costs whioh
are unallowable under other sections of
these principles must not be arlowable
under this section SOlely on tbe basis
that they constitute personnel com-
pensation.

(2) The allowable compensation for
certain employees is subieot to a ceil-
ing in accordance witb statute. For the
amount of tbe osiling for cost-reim-
bursement contraots, the covered com-
pensation subfeot to the oeiling, the
covered employees, and other relevant
provisions, see 10 U.S.C. 2324(e)(1)(P),
and 41 U.S.C. 1127 and 4304(a)(16). For
other types of Federal awards, other
statutory .oeilings may apply.

(e) Special considerations. Speoial con-
siderations in determining allowabiUty
of oompensation will be given to any
change in a non-Federal entity's corn-
pensation policy resulting in a subsban-
tial increase in its employees' level of
oompeneatton (partioularly when the
change was concurrent with an in-
crease in the ratio of Federal awards to
otber aotivities) or any change in the
treatment of allowability of speoifio
types of oompensatdon due to obanges
in Federal policy.
(f) Incentive compensation. Incentive

oompensation to employees based on
cost reduction, or effioient perform-
ance, suggestion awards. safety awards,
etc., is allowable to the extent tbat the
overall compensation is determined to
be reasonable and such costs are paid
or accrued pursuant to an agreement
entered into in good faith between the
non-Federal entity and the employees
before the services were rendered. or
pursuant to an established plan fol-
lowed by the non-Federal entity so
consistently as to imply. in effeot, an
agreement to make such payment.
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services of employees rendered during
the period of performance under the

Federal award, including but not nec- 
essarily limited to wages and salaries. 
Compensation for personal services

may also include fringe benefits which
are addressed in § 200. 431 Compensa- 

tion— fringe benefits. Costs of com- 

pensation are allowable to the extent

that they satisfy the apeciffe require - 
ments of this part, and that the total

compensation for individual employ- 
ees; 

1) Is. reasonable for the services ren- 
dered and conforms to the established

written policy of the non - Federal enti- 
ty consistently applied to both Federal
and non - Federal activities; 

2) Follows an appointment made in

accordance with a non - Federal entity' s
laws and/or rules or written policies

and meets the requirements of Federal

statute, where applicable; and

3) Is determined and supported as

provided in paragraph ( f) of this sec- 
tion, Standards for Documentation of

Personnel Expenses, when applicable. 

b) Reasonableness. Compensation for
employees engaged in work on Federal
awards will be considered reasonable to
the extent that it is consistent with
that paid for similar work in other ac- 

tivities of the non - Federal entity. In
cases where the kinds of employees re- 

quired for Federal awards are not found
In the other activities of the non -Fed- 

eral entity, compensation will be con- 
sidered reasonable to the extent that it
is comparable to that paid for similar
work in the labor market in which the

non- Federal entity competes for the
kind of employees involved. 

e) Professional activities outside the
non- Federal entity. Unless an arrange- 
ment is specifically authorized by a
Federal awarding agency, a non -Fed- 
eral entity must follow its written non - 
Federal entity -wide policies and prac- 
tices concerning the permissible extent
of professional services that can be pro- 
vided outside the non - Federal entity
for non - organizational compensation. 

Where such non - Federal entity -wide
written policies do not exist or do not

adequately define the permissible ex- 
tent of consulting or other non- organi- 
zational activities undertaken for

extra outside pay, the Federal Govern- 
ment may require that the effort of

200.430

professional staff working on Federal
awards be allocated between, 

1) Non - Federal entity activities, and
2) Non - organizational professional

activities. If the Federal awarding
agency considers the extent of non -or- 
ganizational professional effort exces- 

sive or inconsistent with the conflicts- 

of-interest terms and conditions of the
Federal award, appropriate arrange- 

ments governing compensation will be
negotiated on a case -by -case basis. 

d) Unallowable costs. ( 1) Costs which
are unallowable under other sections of

these principles must not be allowable
under this section solely on the basis

that they constitute personnel com- 
pensation. 

2) The allowable compensation for

certain employees is subject to a ceil- 
ing in accordance with statute. For the
amount of the ceiling for cost -reim- 
bursement contracts, the covered 6om- 

pensation subject to the ceiling, the
covered employees, and other relevant

provisions, see 10 U. S. C. 2324( e)( 1)( P), 

and 41 U. S. C. 1127 and 4304( a)(16). For

other types of Federal awards, other

statutory .ceilings may apply. 

e) Special considerations. Special con- 

siderations in determining allowability
of compensation will be given to any
change in a non - Federal entity' s com- 
pensation policy resulting in a substan- 
tial increase in its employees' level of

compensation ( particularly when the
change was concurrent with an in- 
crease in the ratio of Federal awards to

other activities) or any change in the
treatment of allowability of specific
types of compensation due to changes

In Federal policy. 
f) Incentive compensation. Incentive

compensation to employees based on
cost reduction, or efficient perform- 

ance, suggestion awards, safety awards, 

etc., is allowable to the extent that the
overall compensation is determined to

be reasonable and such costs are paid
or accrued pursuant to an agreement

entered into in good faith between the

non - Federal entity and the employees
before the services were rendered, or

pursuant to an established plan fol- 

lowed by the non - Federal entity so
consistently as to imply, in effect, an
agreement to make such payment. 
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§200.430

(g) Nonprofit organizations. For com-
pensation to members of nonprofit or-
ganizations, trustees. directors, associ-
ates, officers, or the immediate fami-
lies thereof, determination must be
made that suoh oompensation is rea-
sonable for the actual personal eervices
rendered rather than a distribution of
earnings in excess of coste. This may
include direotor's and executive com-
mittee member's fees, inoentive
awards, allowances for off-site pay, in-
oentive pay. location allowances, hard-
ship pay, and oost-of-lfvlng differen-
tials.
(h) Institutions of higher education

(IHEs). (1) Certain oonditions require
special oonsideration and possible limi-
tations in determining allowable per-
sonnel compensation costs under Fed-
eral awards. Among suoh conditions
are the following:

(i) Allowable activities. Charges to
Federal awards may Include reasonable
amounts for aotivities oontributing
and direotly related to work under an
agreement, such as delivering special
leotures about speoifio aspects of the
ongoing aotivity. writing reports and
artioles. developing and maintaining
protoools (human. animals, eto.), man-
aging eubseancee/cnemtoate, managing
and seouring projeot-speoifio data, 00-
ordinatdng: research subjects, partioi-
pating in :appropriate seminars, con-
sultillg with colleagues and graduate
students, and attending meetings and
conferences.

(ii) Incidental activities. Inoidental
activities for whioh supplemental com-
pensation is allowable under written
institutional polioy (at a rate not to
exceed institutional base salary) need
not be included in the records described
in paragraph (i) of' this seotion to di-
reotly charge payments of inoidental
activities, such aotivities must either
be specifically provided for in the Fed-
eral award budget or receive prior writ-
ten approval by the Federal awarding
agenoy. .

(2) Salary oasis. Charges for work per-
formed on Federal awards by faculty
members during the academic year are
allowable at the lBS rate. Except as
noted in paragraph (h}(l)(ii) of this sec-
tion, in no event will charges to Fed-
eral awards, irrespeotive of the basis of
computation, exceed the proportionate

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

share of the IBS for that period. This
principle applies to all members of fao-
ulty at an institution. IBS is defined as
the annual oompensation paid by an
IRE for an individual's appointment,
whether that individual's time is spent
on research, mstruotdon, administra-
tion, or other aotivities. ms excludes
any income that an individual earns
outside of duties performed for the
IRE. Unless there is prior approval by
the Federal awarding agency, charges
of a faoulty member's salary. to a Fed-
eral award must not exceed the propor-
tionate share of the ms for the period
during whioh the faoulty member
worked on the award.

(3) Intra-Institution of Higher Edu-
oation (IHE) oonsulting. Intra-IRE con-
sultdng by faculty is assumed to be Un-
dertaken as an mE obligation requir-
ing no compensation in addition to
IBS. However, in unusual oases where
consultation is across departmental
lines 01' involves a separate 01' 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 compensatton above IBS are
allowable provided that suoh con-
suiting arrangements are speoifioally
provided for in the Federal award or
approved in wdting by the Federal
awarding agency,

(4) Extra Service Pay normally rep-
resents overload oompensation, subjeot
to fustitutional compensation polioies
for eervioee above and beyond IBS.
Where extra service pay is a result of
Intra-IRE oonsulbing, it is subject to
the same requirements of paragraph (b)
above. It is allowable if all of the fol-
lowing oonditions are met:

(i) The non-Federal entity estab-
lishes ooueistent written policies whioh
apply uniformly to all faculty mem-
bers, not just those working on Federal
awards.

(11) The non-Federal entity estab-
Ilshes a oonsistent written definition of
work covered by IBS which is epectno
enough to determine oonolusively when
work beyond that level has occurred.
This may be described in appointment
letters or other documentations.

(111) The supplementation amount
paid is commensurate with the IBS
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g) Nonprofit organizations. For com- 
pensation to members of nonprofit or- 

ganizations, trustees, directors, associ- 

ates, officers, or the immediate fami- 

lies thereof, determination must be
made that such compensation is rea- 
sonable for the actual personal services

rendered rather than a distribution of

earnings in excess of costs. This may
include director' s and executive com- 
mittee member' s fees, incentive

awards, allowances for off -site pay, In- 
centive pay, location allowances, hard- 
ship pay, and cost -of- living differen- 
tials, 

h) Institutions of higher education
IHEs), ( 1) Certain conditions require

special consideration and possible limi- 

tations in determining allowable per- 
sonnel compensation costs under Fed- 
eral awards. Among such conditions
are the following: 

i) Allowable activities. Charges to

Federal awards may include reasonable
amounts for activities contributing

and directly related to work under an
agreement, such as delivering special
lectures about specific aspects of the

ongoing activity, writing reports and
articles, developing and maintaining
protocols ( human, animals, etc.), man- 

aging substances/chemicals, managing
and securing project- specific data, co- 
ordinating research subjects, partioi- 
pating in appropriate seminars, con- 
sulting with colleagues and graduate
students, and attending meetings and
conferences. 

ii) Incidental activities. incidental
activities for which supplemental com- 
pensation Is allowable under written

institutional policy ( at a rate not to
exceed institutional base salary) need
not be included in the records described
in paragraph ( i) of this section to di- 

rectly charge payments of incidental
activities, such activities must either

be specifically provided for in the Fed- 
eral award budget or receive prior writ- 

ten approval by the Federal awarding
agency, 

2) Salary basis. Charge's for work per- 
formed on Federal awards by faculty
members during the academic year are
allowable at the IBS rate. Except as
noted in paragraph (h)( 1)( ii) of this sec- 
tion, in no event will charges to Fed- 
eral awards, irrespective of the basis of
computation, exceed the proportionate

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

share of the IBS for that period. This
principle applies to all members of fac- 

ulty at an institution, IBS is defined as
the annual compensation paid by an
THE for an individual' s appointment, 
whether that individual' s time is spent
on research, instruction, administra- 
tion, or other activities. IBS excludes

any income that an individual earns
outside of duties performed for the
IHE, Unless there is prior approval by
the Federal awarding agency, charges
of a faculty member' s salary, to a Fed- 
eral award must not exceed the propor- 
tionate share of the IBS for the period
during which the faculty member
worked on the award. 

3) Intra- Institution of Higher Edu- 
cation ( IHE) consulting. Intra-M con- 
sulting by faculty is assumed to be un- 
dertaken as an IHE obligation requir- 

ing no compensation in addition to
IBS. However, in unusual cases where
consultation is across departmental
lines or involves a separate or remote

operation, and the work performed by
the faculty member is in addition to
his or her regular responsibilities, any
charges for such work representing ad- 
ditional compensation above IBS are
allowable provided that such con- 

sulting arrangements are specifically
provided for in the Federal award or
approved in writing by the Federal
awarding agency. 

4) Extra Service Pay normally rep- 
resents overload compensation, subject

to institutional compensation policies

for services above and beyond IBS. 
Where extra service pay is a result of
Intra -IRE consulting, it is subject to
the same requirements of paragraph (b) 
above. It is allowable if all of the fol- 

lowing conditions are met: 
i) The non - Federal entity estab- 

lishes consistent written policies which

apply uniformly to all faculty mem- 
bers, not just those working on Federal
awards. 

11) The non - Federal entity estab- 
lishes a consistent written definition of

work covered by IBS which Is specific
enough to determine conclusively when
work beyond that level has occurred. 

This may be described in appointment
letters or other documentations. 

iii) The supplementation amount
paid is commensurate with the IBS
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rate of pay and the amount of addi-
tional work performed. See paragraph
(h)(2) of this section.
(iv) The salaries, as supplemented,

fall within the salary structure and
pay ranges established by and docu-
mented in writing or otherwise applioa-
ble to the non-Federal entity.
(v) The total salaries oharged to Fed-

eral awards including extra servioe pay
are subject to the. Standards of Doou-
mentation as described in paragraph (i)
of this section.

(5) Periods outside the academic year.
(i) Exoept as speoified for teaohing ac-
tivity in paragraph (h)(5)(ii) of this sec-
tion, charges for work performed by
faculty members on Federal awards
during periods not included in the base
salary period will be at a rate not in
excess of the IDS.
(11) Oharges for teaching aotivities

performed by faculty members on Fed-
eral awards during periods not inoluded
in IDS period will be based oil the nor-
mal written polioy of the IRE gov-
erning compensation to faculty mem-
bers for teaching assignments during
such periods. '

(6) Part-time faculty. Oharges for work
performed on Federal awards by fac-
ulty members having only part-time
appointments w1l1be determined at a
rate not in excess of that regularly
paid for part-time assignments.
(7) 8aDDaticai leave costs. Rules for

sabbatical leave are as follow:
(1) Oosts of leaves of absence by em-

ployees for performance of graduate
work 01' sabbatical study, travel, or re-
search are allowable provided the TIlE
has a uniform written policy on sab-
batical leave for persons engaged in in-
struotion and persons engaged in re-
search, such oosts will be allooated on
an equitable basis among all related
aotivities of the IRE.
(ii) Where sabbatioal leave is in-

oluded in fringe benefits for whioh a
cost is determined for assessment as a
direct charge, the aggregate amount of
such aasessmente applicable to all
work of the institution during the base
period must be reasonable in relation
to the IRE's aotual experience under
its sabbatioalleave poltcy.

(8) Salary rates for non-faculty mem-
bers. Non-faoulty full-time professional
personnel may also earn "extra service

§200.430

pay" in accordance with the non-Fed-
eral entity's written polioy and con-
sistent with paragraph (h)(l)(i) of this
section.
(i) 8tandards for Documentation of Per-

sonnel Expenses (1) Charges to Federal
awards for salaries and wages must be
based on records that accuratelv re-
flect the work performed. These
records must:
(i) Be supported by a system of inter-

nal oontrol which provides reasonable
assuranoe that the oharges are aOOU-
rate, allowable, and properly allooated;
(U) Be inoorporated into the official

records of the non-Federal entity;
(iii) Reasonably refleot the total ao-

tivity for which the employee is com-
pensated by the non-Federal entity,
not exoeeding 100%of compensated ao-
tivities (for IRE, this pel' the UIE's def-
inition of IDS): I

(iv) Enoompass both federally as-
sisted and all other aotivities com-
pensated by the non-Federal entity on
an integrated basis, but may inolude
the use of subsidiary reoords as defined
in the non-Federal entity's written pol-
ioy;
(v) Comply with the established ao-

oounting polioies and praotioes of the
non-Federal entity (See paragraph
(h)(l)(11) above for treatment of lnoi-
dental work for IREs.); and
(vi) [Reserved]
(vii) Support the distribution of the

employee's salary or wages among spe-
oific aotivities 01' oost objectives if the
employee works on more than one Fed-
eral award; a Federal award and non-
Federal award; an indireot oost activ-
ity and a direct oost aotivity; two or
more indireot aotivities which are allo-
oated using different allocation bases;
01' an unallowable aotivity and a dtrect
or indireot cost a.otivity.
(viii) Budget estimates (I.e., esti-

mates determined before the services
are performed) alone do not qualify as
support for oharges to Federal awards,
but may be used for interim aooounting
purposes, provided that:
(A) The system for establishing the

estimates produoes reasonable approxi-
mations of the aotivity actually per-
formed; .
(B) Significant changes in the cor-

responding work aotivity (as defined by
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rate of pay and the amount of addi- 
tional work performed. See paragraph

h)(2) of this section. 

iv) The salaries, as supplemented, 

fall within the salary structure and
pay ranges established by and docu- 
mented in writing or otherwise applica- 
ble to the non - Federal entity. 

v) The total salaries charged to Fed- 

eral awards 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. 

1) Except as specified for teaching ac- 
tivity in paragraph ( h)(5)( h) of this sec- 
tion, charges for work performed by
faculty members on Federal awards
during periods not included in the base
salary period will be at a rate not in
excess of the IBS. 

ii) Charges for teaching activities
performed by faculty members on Fed- 
eral awards during periods not included
in IBS period will be based on the nor- 

mal written policy of the ME gov- 
erning compensation to faculty mem- 
bers for teaching assignments during
such periods. 

6) Part -time faculty. Charges for work
performed on Federal awards by fac- 
ulty members having only part -time
appointments will be determined at a

rate not in excess of that regularly
paid for part -time assignments. 

7) Sabbatical leave costs. Rules for
sabbatical leave are as follow: 

1) Costs of leaves of absence by em- 
ployees for performance of graduate

work or sabbatical study, travel, or re- 
search are allowable provided the ME

has a uniform written policy on se b- 
batical leave for persons engaged in in- 

struction and persons engaged in re- 

search. Such costs will be allocated on

an equitable basis among all related
activities of the ME, 

ii) Where sabbatical leave is in- 

oluded in fringe benefits for which a

cost is determined for assessment as a

direct charge, the aggregate amount of

such assessments applicable to all

work of the institution during the base
period must be reasonable in relation

to the 1HE' s actual experience under

its sabbatical leave policy. 
S) Salary rates for non - faculty mem- 

bers. Non - faculty full -time professional
personnel may also earn " extra service

200.430

pay" in accordance with the non -Fed- 
eral entity' s written policy and con- 
sistent with paragraph ( h)( 1)( i) of this

section. 

i) Standards for Documentation of Per- 
sonnel Expenses ( 1) Charges to Federal
awards for salaries and wages must be

based on records that accurately re- 
flect the work performed. These

records must: 

i) Be supported by a system of inter- 
nal control which provides reasonable

assurance that the charges are accu- 

rate, allowable, and properly allocated; 

11) Be lueorporated into the official

records of the non - Federal entity; 
iii) Reasonably reflect the total ac- 

tivity for which the employee is com- 
pensated by the non - Federal entity, 
not exceeding 100% of compensated ac- 

tivities (for ME, this per the IHE' s def- 

inition of IBS); 

iv) Encompass both federally as- 
sisted and all other activities com- 

pensated by the non- Federdl entity on
an integrated basis, but may include
the use of subsidiary records as defined
in the non - Federal entity' s written pol- 
ioy; 

v) Comply with the established ac- 
counting policies and practices of the
non - Federal entity ( See paragraph

h)(1)( 11) above for treatment of haol- 

dental work for IHEs.); and

vi) [Reserved] 

vii) Support the distribution of the

employee' s salary or wages among spe- 
cific activities or cost objectives if the
employee works on more than one Fed- 

eral award; a Federal award and non - 
Federal award; an indirect cost activ- 

ity and a direct cost activity; two or
more indirect activities which are allo- 

cated using different allocation bases; 
or an unallowable activity and a direct
or indirect cost activity. 

viii) Budget estimates ( i. e., esti- 

mates determined before the services

are performed) alone do not qualify, as
support for charges to Federal awards, 

but may be used for interim accounting
purposes, provided that: 

A) The system for establishing the
estimates produces reasonable approxi- 

mations of the activity actually per- 
formed; 

B) Significant changes in the cor- 

responding work activity (as defined by
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the non-Federal entity's written poli-
cies) are identified and entered into the
records in a timely manner. Short term
(such as one or two months) fluotua-
tion between workload categories need
not be oonsidered as long as the dis-
tribution of satartes and wages is rea-
sonable over the longer term; and

(C) The non-Federal entity's system
of internal oontrols includes processes
to review Mter-the-fact interim
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
Federal award is accurate, allowable,
and properly allocated.

(ix) Because practices vary as, to the
aotivity oonstltuting a full workload
(for IHEs, IBS), records may refleot
oategories of activities expressed as a
peroentage distribution of total aoblvl-
ties.

(x) It is recognized that teaching, re-
search, service, and administration are
often inextrioably intermingled in an
academic setting. When reoording sala-
ries and wages charged to Federal
awards for IREs, a precise assessment
of faotors that contribute to costs is
therefore not always feasible, nor is it
expected.

(2) For records whioh meet the stand-
ards required in paragraph (i)(l) of this
seotion, the non-Federal entity will not
be required to provide additional sup-
port 01' dooumentation for the work
performed, other than that referenced
in paragraph (i)(3) of this seotion.

(3) In accordance with Department of
Labor regulations implementing the
Fair Labor Standards Aot (FLSA) (29
OFR part 516), charges for the salaries
and wages of nonexempt employees, in
addition to the supporting dooumenta-
tion desoribed in this seotion, must
also be supported by records Indtoatdng
the total number of hours worked each
day.

(4) Salaries and wages of employees
used in meeting oost sharing or match-
ing requirements on Federal awards
must be supported in the same manner
as salarfee and wages claimed for reim-
bursement from Federal awards.

(5) For states, looal governments and
Indian tribes, substitute prooesses or
systems for allocating salaries and
wages to Federal awards may be used

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

in plaoe of or in addi tiODto the records
desoribed in paragraph (1) if approved
by the cognizant agency for indireot
oost. Suoh systems may inolude, but
are not limited to, random moment
sampling, "roluns" time studies, case
oounts, or other quantifiable measures
of work performed.

(i) Substitute systems whioh use
sampling methods (primarily for Tem-
porary Assistanoe for Needy Familiea
(TANF), the Supplemental Nutrition
Asststance Program (SNAP), Medioaid,
and other publio assistanoe programs)
must meet aooentable statistioal Sam-
pling standards inoluding:

(A) The sampling universe must in-
olude all of the employees whose sala-
ries and wages are to be allooated
based on sample results except as pro-
vided in paragraph (i)(5)(iii) of this seo-
bion:

(B) The entire time period involved
must be covered by the sample; and

(0) The results must be statistioally
valid and applied to the period being
sampled.

(E) Allooating charges for the sam-
pled employees' supervisors, olerioal
and support staffs, based on the results
of, the sampled employees, will be ao-
oeptable.

(11i) Less than full oomplianoe with
the statistioal sampling standards
noted in subseotion (5)(i) may be ao-
oepted by the oognizant agency for in-
direot costs if it concludes that the
amounts to be allooated to Federal
awards will be minimal, 01' if it con-
eludes that the system proposed by the
non-Federal entity will result in lower
costs to Federal awards than a system
'which complies with the standards.

(6) Cognizant agencies for indireot
oosts are enoouraged to approve alter-
native proposals based on outcomes
and milestones for program perform-
anoe where these are clearly doou-
mented. Where approved by the Federal
oognizant agency for indireot costs,
these plans are acceptable as an al ter-
native to the requirements of para-
graph (i)(1).of this section.

(7) For Federal awards of similar pur-
pose aotivity or instanoes of approved
blended funding, a non-Federal entity
may submit performanoe plans that in-
corporate funds from multiple Federal
awards and aocount for their oombined
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the non - Federal entity's written poli- 
cies) are identified and entered into the

records in a timely manner. Short term
such as one or two months) fluctua- 

tion between workload categories need

not be considered as long as the dis- 
tribution of salaries and wages is rea- 
sonable over the longer term; and

C) The non - Federal entity' s system
of internal controls includes processes
to review after- the -fact interim

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
Federal award is accurate, allowable, 

and properly allocated. 

ix) Because practices vary as, to the
activity constituting a full workload
for IHEs, IBS), records may reflect

categories of activities expressed as a

percentage distribution of total activi- 

ties. 

x) It is recognized that teaching, re- 
search, service, and administration are

often inextricably intermingled in an
academic setting. When recording sala- 
ries and wages charged to Federal
awards for IHEs, a precise assessment

of factors that contribute to costs is
therefore not always feasible, nor is it
expected. 

2) For records which meet the stand- 
ards required in paragraph ( 1)( 1) of this
section, the non - Federal entity will not
be required to provide additional sup- 
port or documentation for the work
performed, other than that referenced

in paragraph ( 1)( 3) of this section. 
3) In accordance with Department of

Labor regulations implementing the
Fair Labor Standards 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 section, must

also be supported by records indicating
the total number of hours worked each

day. 
4) Salaries and wages of employees

used in meeting cost sharing or match- 
ing requirements on Federal awards
must be supported in the same manner
as salaries and wages claimed for reim- 
bursement from Federal awards. 

6) For states, local governments and
Indian tribes, substitute processes or

systems for allocating salaries and
wages to Federal awards may be used

2 CFR Ch. II ( 1 - 1 - 16 Edition) 

in place of or in addition to the records
described in paragraph ( 1) if approved

by the cognizant agency for indirect
cost. Such systems may include, but
are not limited to, random moment

sampling, " rolling" time studies, case
counts, or other quantifiable measures

of work performed. 

i) Substitute systems which use

sampling methods ( primarily for Tem- 
porary Assistance for Needy Families
TANF), the Supplemental Nutrition

Assistance 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)( M) of this sec- 
tion; 

B) The entire time period involved

must be covered by the sample; and
C) The results must be statistically

valid and applied to the period being
sampled. 

ii) Allocating charges for the sam- 
pled employees' supervisors, clerical

and support staffs, based on the results
of the sampled employees, will be ac- 
ceptable. 

iii) Less than full compliance with

the statistical sampling standards
noted in subsection ( 6)( i) may be ac- 
cepted by the cognizant agency for in- 
direct costs if it concludes that the

amounts to be allocated to Federal
awards will be minimal, or if it con- 

cludes that the system proposed by the
non - Federal entity will result in lower
costs to Federal awards than a system
which complies with the standards. 

6) Cognizant agencies for indirect
costs are encouraged to approve alter- 
native proposals based on outcomes
and milestones for program perform- 

ance where these are clearly docu- 
mented. Where approved by the Federal
cognizant agency for indirect costs, 
these plans are acceptable as an alter- 

native to the requirements of para- 
graph ( i)(1), of this section. 

7) For Federal awards of similar pur- 

pose activity or instances of approved
blended funding, a non - Federal entity
may submit performance plans that in- 
corporate funds from multiple Federal
awards and account for their combined
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use .based on performance-oriented
metrics, provided that such plans are
approved in advance by all involved
Federal awarding 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
costs, relates the charging of costs to
the specifio 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 reoords do not meet the standards
descrlbed in this section, the Federal
Government may require personnel ao-
tivity reports, inoluding presoribed oer-
tifications, or equivalent documenta-
tion that support the records as re-
quired in this section.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75886. Dec. 19. 2014]

§ 200.431 Compensation-fringe bene-
fits.

(a) Fringe benefits are allowances
and servloes provided by employers to
their employees as compensation in ad-
dition to regular salaries and ·wages.
Fringe benefits include, but are not
limited to, the oosts of leave (vacation,
family-related, sick or military), em-
ployee insurance, pensions, and unem-
ployment benefit plans. Except as pro-
vided elsewhere in these prinoiples, the
costs of fringe benefits are allowable
provided that the benefits are reason-
able and are required by law, non-Fed-
era] entity-employee agreement, or an
established polioy of the non-Federal
entity.

(b) Leave. The oost of fringe' benefits
in the form of regular compensation
paid to employees during perlods of au-
thorized absences from the job, such as
for annual leave, family-related leave,
stck leave, holidays, oourt leave, mili-
tary leave, administrative leave, and
other similar benefits, are allowable if
afl of the following oriteria are met:

(1) They are provided under estab-
lished written leave policies;

(2) The oosbs are equitably allooated
to all related activities, Including Fed-
eral awards; and,

(3) The accounting basis (cash or ao-
orual) selected for costing eaoh 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 reoognized 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.

(if) The accrual basts 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
aeoountans, allowable lea-ve costs are
the lesser of the amount accrued or
funded.

(c) The cost of fringe benefits in the
form of employer oontributions or ex-
penses for social seourrtv; employee
life, health, unemployment, and work-
er's compensation Insurance (except as
indicated in §200.447Insurance and in-
demnifioation); pension plan costs (see
paragraph (i) of this section); and other
similar benefits are allowable, provided
such benefits are granted under estab-
lished written polioies. Such benefits,
must be allocated to Federal awards
and all other activities in a manner
consistent with the pattern of benefits
attributable to the .Indivtduals or
group(s) of employees whose salaries
and wages are chargeable to such Fed-
eral awards and other activities, and
charged as direot or indirect oosts in
accordance witb the non-Federal enti-
ty's accountms practices.

(d) Fringe benefits may be assigned
to oost objeotives by identifying spe-
oifio benefits to speoifio individual em-
ployees or by allocating on the basis of
entity-wide salaries and' wages of the
employees receiving the benefits. When
the allocation method is used, separate
allooations must be made to selective
groupings of employees, unless the
non-Federal entity demonstrates that
oosts in relationship to salartes and
wages do not differ significantly for
different groups of employees.

(e) Insurance. See also §200.447rnsur-
anoe and indemnifioation, paragraphs
(d)(l) and (2).

(1) Provisions for a reserve under a
self-insurance program for unemploy-
ment oompensation or workers' com-
pensation are allowable to the extent
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use based on performance- oriented
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
costs, relates the charging of costs to
the specific activity that is applicable
to all fund sources, and is based on
quantifiable measures of the activity
in relation to time charged. 

8) For a non - Federal entity where
the records do not meet the standards
described in this section, the Federal
Government may require personnel ac- 
tivity reports, including prescribed cer- 
tifications, or equivalent documenta- 
tion that support the records as re- 
quired in this section. 

78 FR 76006, Dec. 26, 2013, as amended at 79
FR 76886, Dec. 19, 20141

200.431 Compensation —fringe bene- 
fits. 

a) Fringe benefits are allowances

and services provided by employers to
their employees as compensation in ad- 
dition to regular salaries and - wages. 

Fringe benefits include, but are not
limited to, the costs of leave ( vacation, 
family - related, sick or 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 regular compensation

paid to employees during periods of au- 
thorized absences from the job, such as
for annual leave, family- related leave, 
sick leave, holidays, court leave, mili- 
tary leave, administrative leave, and
other similar benefits, are allowable if
all of the following criteria are met: 

1) They are provided under estab- 
lished written leave policies; 

2) The costs are equitably allocated
to all related activities, including Fed- 
eral awards; and, 

3) The accounting basis ( cash or ac- 
crual) selected for costing each type of

leave is consistently followed by the

non - Federal entity or specified group- 
ing of employees. 

f) 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
accounting, allowable leave costs are
the lesser of the amount accrued or

funded. 

c) The cost of fringe benefits in the
form of employer contributions or ex- 
penses for social security; employee

life, health, unemployment, and work- 

er' s compensation insurance ( except as
indicated in §200. 447 Insurance and in- 
demnification); pension plan costs ( see

paragraph ( f) of this section); and other
similar benefits are allowable, provided

such benefits are granted under estab- 

lished written policies. Such benefits, 
must be allocated to Federal awards
and all other activities in a manner
consistent with the pattern of benefits
attributable to the - individuals or

group(s) of employees whose salaries
and wages are chargeable to such Fed- 
eral awards and other activities, and
charged as direct or indirect costs in
accordance with the non - Federal enti- 

ty' s accounting practices. 
d) Fringe benefits may be assigned

to cost objectives by identifying spe- 
olfie benefits to specific individual em- 
ployees or by allocating on the basis of
entity -wide salaries and wages of the
employees receiving the benefits. when
the allocation method is used, separate
allocations must be made to selective
groupings of employees, unless the
non - Federal entity demonstrates that
costs in relationship to salaries and
wages do not differ significantly for
different groups of employees. 

e) Insurance. See also § 200. 447 Insur- 
ance and indemnification, paragraphs
d)( 1) and ( 2). 

1) Provisions for a reserve under a

self- insurance program for unemploy- 
ment compensation or workers' com- 

pensation are allowable to the extent
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that the provisions represent reason-
able estimates of the liabilities for
such compensation, and the types of
coverage, extent of coverage, and rates
and premiums would have been allow-
able had insurance been purchased to
cover the risks. However, provisions for
self-Insured liabilities whioh do not be-
come payable for more than one year
after the provision Is made must not
exceed the present value of the Uabil-
Ity.

(2) Costs of insurance on the lives of
trustees, officers, 01' 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) Aotual olaims paid to 01' on behalf
of employees or former employees for
workers' oompensation, 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 oonsistent
oosting polioy. .
(f) Automobiles. That portion of auto-

mobile costs furnished by the entity
that relates to personal use by employ-
ees (inoluding transportation to and
from work) ill unallowable as fringe
benefit or indlreot (F&A) costs regard-
less of whether the cost is reported as
taxable income to the employees.

(g) Pension Plan Costs. Pension plan
oosts which are Incurred in accordance
with the established policies of the
non-Federal entity are allowable, pro-
vided that:

(1) Such policies meet the test of rea-
sonableness.

(2)The methods of cost allooation are
not disoriminatory.

(3) For entitles USing accrual based
aooounting, the oost assigned to each
fisoal year is determined in accordance
with GAAP.

(4) The costs assigned to a given fis-
cal year are funded for all plan parttct-
pants within six months after the end
of that year, However, Inoreasesto nor-
mal and past service pension costs
caused by a delay in funding the aotu-
arial liability beyond 30 oalendar days
after each quarter of the year to which

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

suoh coste are assignable are unallow-
able. Non-Federal entity may elect to
follow the "Cost Aooounting Standard
for Oomposition and Measurement of
Pension Costs" (48OFR 9904.412).

(5) Pension plan termination insur-
anoe premiums paid pursuant to the
Employee Retirement Income Seourity
Aot (ERISA) of 1974(29U.S.C. 1301-1461)
are allowable. Late payment charges
on suoh premiums are unallowable. Ex-
ofse taxes on aooumulated funding defi-
oienoies and other penalties imposed
under ERISA are unallowable.

(6) Pension plan coats may be com-
puted using a pay-as-you-go method or
an aooeptable actuarial oost method in
accordance with established written
policies of the non-Federal entity,

(i) For pension plans finanoed on a
pav-as-vou-sd method, allowable costs
will be limited to those representing
aotual payments to retirees or their
benefioiaries.

(11)Pension costs oaloulated using an
actuarial cost-based method reoognized
by GAAP are allowable for a given fis-
00,1 year if they are funded for that
year within six months after the end of
that year. Costs funded after the six
month period (or a Iaber period agreed
to by the cognizant agency for indireot
oosts) are allowable in the year funded.
The oozmsant agency for indireot costs
may agree to an extension of the six
month period if an appropriate adjust-
ment is made to oompensate for the
timing of the charges to the Federal
Government and related Federal reim-
bursement and the non-Federal enti-
ty's oontribution 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 oontributions
to the pension fund. .

(iii) Amounts funded by the non-Fed-
eral enti ty In excess of the aotuarially
determined amount for a fisoal year
may be used as the non-Federal enti-
ty'S oontribution in future periods.

(iv) When a non-Federal entity con-
verts to' an acceptable aotuarial oost
method, as defined by GAAP, and funds
pension costa in aooordanoe with this
method, the unfunded liability at the
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that the provisions represent reason- 

able estimates of the liabilities for

such compensation, and the types of
coverage, extent of coverage, and rates

and premiums would have been allow- 

able had insurance been purchased to
cover the risks. However, provisions for
self - insured liabilities which do not be- 
come payable for more than one year
after the provision is made must not
exceed the present value of the liabil- 

ity. 
2) 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) Automobiles. That portion of auto- 

mobile costs furnished by the entity
that relates to personal use by employ- 
ees ( including transportation to and
from work) is unallowable as fringe
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) Such policies meet the test of rea- 
sonableness. 

2) The methods of cost allocation are

not discriminatory. 
3) For entities using accrual based

accounting, the cost assigned to each
fiscal year is determined in accordance
with GAAP. 

4) The costs assigned to a given fis- 
cal year are funded for all plan partici- 
pants within six months after the end
of that year. However, increases to nor- 
mal and past service pension costs

caused by a delay in funding the actu- 
arial liability beyond 30 calendar days
after each quarter of the year to which

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

such costs are assignable are unallow- 

able. Non - Federal entity may elect to
follow the " Cost Accounting Standard
for Composition and Measurement of

Pension Costs" ( 48 CFR 9904. 412). 

5) Pension plan termination insur- 
ance premiums paid pursuant to the
Employee Retirement Income Security
Act (ERISA) of 1974 ( 29 U. S. C. 1301 -1461) 

are allowable. Late payment charges
on such premiums are unallowable. Ex- 
cise taxes on accumulated funding defi- 
ciencies and other penalties imposed
under ERISA are unallowable. 

6) Pension plan costs may be com- 
puted using a pay -as- you -go method or
an acceptable actuarial cost method in
accordance with established written

policies of the non - Federal entity. 
f) For pension plans financed on a

pay -as- you -go method, allowable costs
will be limited to those representing. 
actual payments to retirees or their
beneficiaries. 

ii) Pension costs calculated using an
actuarial cost -based method recognized

by GAAP are allowable for a given fis- 
cal year if they are funded for that
year within six months after the end of
that year. Costs funded after the six
month period ( or a later period agreed

to by the cognizant agency for indirect
costs) are allowable in the year funded. 
The cognizant agency for indirect costs
may agree to an extension of the six
month period if an appropriate adjust- 
ment is made to compensate for the

timing of the charges to the Federal
Government and related Federal reim- 
bursement and the non - Federal enti- 

ty' s contribution to the pension fund. 
Adjustments may be made by cash re- 
fund or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim- 

bursements in excess of contributions

to the pension fund. 

iii) Amounts funded by the non -Fed- 
eral entity in excess of the actuarially
determined amount for a fiscal year

may be used as the non - Federal enti- 
ty' s contribution in future periods. 

iv) When a non - Federal entity con- 
verts to, an acceptable actuarial cost

method, as defined by GAAP, and funds
pension costs in accordance with this

method, the unfunded liability at the
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time of conversion is allowable if am-
ortized over a period of years in accord-
ance with GAAP.

(v) The Federal Government must re-
ceive an equitable share of any pre-
viously allowed pension costs (includ-
ing earnings thereon) which revert or
inure to the non-Federal entity in the
form of a refund, withdrawal, or other
oredit.

(h) Post-Retirement Health. Post-re-
tirement health plans (PRHP) refers to
coats 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 poltcies 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 coats 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 (01' a later period
agreed to by the cognizant agenoy) are
allowable in the year funded. The Fed-
eral cognizant agency for indirect costs
may agree to an extension of the six
month period if an appropriate adjust-
ment Is made to oompensate for the
timing of the charges to the Federal
Government and related Federal reim-
bursements and the non-Federal enti-
ty's oontributions to the PRHP fund.
Adjqstments may be made by cash re-
fund, reduotion in current year's PRHP
oosts, or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim-
bursements in excess of oontributions
to the PRHP fund.

(3) Amounts funded in excess of the
aotuarially determined amount for a
fisoal year may be used as the Federal
Government's oontribution in a future
period.

(4) When a non-Federal entity con-
verts to an aooeptab1e aotuarial cost
method and funds PRHP costs in ac-
oordanoe with this method, the initial

§200.431

unfunded llab111ty attributable to prior
years is allowable if amortized over a
period of years in aooordance with
GAAP, or, if no such GAAP period ex-
ists, over a period negotiated with the
cogntzant agency for indireot costs.

(5) To be allowable in the current
year, the PRHP coste must be paid ei-
ther to:

(i) An insurer or other benefit pro-
vider as current year coats or pre-
miums, or

(U) An insurer or trustee to maintain
a t,rust 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-
oeive an equitable share of any
amounts of previously allowed post-re-
tirement benefit costs (including earn-
ings thereon) whioh revert or inure to
the non-Federal entity in the form of a
refund, withdrawal, or other oredit.

(i) Severance Pay. (1) Severance pay,
also commonly referred to as dismissal
wages, is a payment in addttron.to reg-
ular salaries and wages, by non-Federal
entities to workers whose employment
is being terminated. Costs of severance
pay are allowable only to the extent
that in each case, it is requiredby (a)
law, (b) employer-employee agreement,
(0) established polioy that constitutes,
in effect, an implied agreement on the
non-Federal entity's part, 01' (d) oir-
cumstanoes 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 0,0-
tivities; or, where the non-Federal en-
tity provides for a reserve for normal
severanoes, suoh method will be 0,0-
ceptab1e if the charge to current oper-
ations is reasonable in light of pay-
ments actually made for normal
severances over a representative past
period, and if amounts charged are 0,1-
looated to all aottvtttos of the non-Fed-
eral entity.

(ii) Measurement of costs of abnor-
mal or mass severance pay by means of
an accrual will not achieve equity to
both parties. Thus, accruals for this
purpose are not allowable. However.
the Federal Government reoogmzes its
obligation to participate, to the extent
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time of conversion is allowable if am- 
ortized over a period of years in accord- 
ance with GAAP. 

v) The Federal Government must re- 
ceive an equitable share of any pre- 

viously allowed pension costs ( includ- 
ing earnings thereon) which revert or
inure to the non - Federal entity in the
form of a refund, withdrawal, or other
credit. 

h) Post - Retirement Health. Post -re- 
tirement health plans ( PRHP) refers to
costs of health insurance or health
services not included in a pension plan
covered by paragraph ( g) of this section
for retirees and their spouses, depend- 
ents, and survivors. PRHP costs may
be computed using a pay -as- you -go
method or an acceptable actuarial cost

method in accordance with established
written policies of the non - Federal en- 

tity. 
1) For PRHP financed on a pay -as- 

you- go method, allowable costs will be
limited to those representing actual
payments to retirees or their bene- 
ficiaries. 

2) PRHP costs calculated using an
actuarial cost method recognized by
GAAP are allowable if they are funded
for that year within six months after

the end of that year. Costs funded after

the six month period ( or a later period

agreed to by the cognizant agency) are
allowable in the year funded. The Fed- 
eral cognizant agency for indirect costs
may agree to an extension of the six
month period if an appropriate adjust- 
ment is made to compensate for the

timing of the oharges to the Federal
Government and related Federal reim- 

bursements and the non - Federal enti- 

ty's contributions to the PRHP fund. 
Adjustments may be made by cash re- 
fund, reduction in current year' s PRHP
costs, or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim- 
bursements in excess of contributions
to the PRHP fund. 

3) Amounts funded in excess of the

actuarially determined amount for a
fiscal year may be used as the Federal
Government' s contribution in a future
period. 

4) When a non - Federal entity con- 
verts to an acceptable actuarial cost

method and funds PRHP costs in ac- 
cordance with this method, the initial

unfunded liability attributable to prior
years is allowable if amortized over a
period of years in accordance with
GAAP, or, if no such GAAP period ex- 

ists, over a period negotiated with the
cognizant agency for indirect costs. 

b) 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- 

miums, or

ii) An insurer or trustee to maintain
a trust fund or reserve for the sole pur- 

pose of providing post - retirement bene- 
fits to retirees and other beneficiaries. 

6) The Federal Government must re- 
ceive an equitable share of any

amounts of previously allowed post -re- 
tirement benefit costs ( including earn- 
ings thereon) which revert or inure to

the non - Federal entity in the form of a
refund, withdrawal, or other credit. 

f) Severance Pay. ( 1) Severance pay, 
also commonly referred to as dismissal
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
pay are allowable only to the extent
that in each case, it is required by ( a) 
law, ( b) employer- employee agreement, 

c) established policy that constitutes, 
In effect, an implied agreement on the

non - Federal entity's part, or ( d) cir- 
cumstances of the particular employ- 
ment. 

2) Costs of severance payments are

divided into two categories as follows: 

i) Actual normal turnover severance
payments must be allocated to all ac- 

tivities; or, where the non - Federal en- 

tity provides for a reserve for normal
severances, such method will be ac- 
ceptable if the charge to current oper- 
ations is reasonable in light of pay- 
ments actually made for normal
severances over a representative past

period, and if amounts charged are al- 

located to all activities of the non -Fed- 

eral entity. 

ii) Measurement of costs of abnor- 

mal or mass severance pay by means of
an accrual will not achieve equity to
both parties. Thus, accruals for this
purpose are not allowable. However, 
the Federal Government recognizes its
obligation to participate, to the extent
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of its fair share, in any speclffc pay-
ment. Prior approval by the Federal
awarding agency or cognizant agency
for indirect cost, as appropriate, is re-
quired.
(3) Costs incurred in certain sever-

ance pay packages which are in an
amount in excess of the normal sever-
ance pay paid by the non-Federal enti-
ty to an employee upon termination of
employment and are paid to the em-
ployee contingent upon a change in
management control over, or owner-
ship of, the non-Federal entity's assets,
are unallowable.
(4) Severanoe payments to foreign na-

tionals employed by the non-Federal
entity outside the United states, to
the extent that the amount exceeds the
customary or prevailing practices for
the non-Federal entity in the United
States. are unallowable. unless they
are neoessary for the performance of
Federal programs and approved by the
Federal awarding agency.
(5) Sever~oe payments to foreign na-

tionals employed by the non-Federal
entity outside the United States due to
the termination of the foreign national
as a resul t of the closing of. or curtail-
ment of activities by, the non-Federal
entity in that oountry, are unallow-
able, unless they are necessary for the
performance of Federal programs and
approved by the Federal awarding
agenoy.

0)(1) For IHEs only. Fringe benefits in
the form of tuition or remission of tui-
tion for individual employees are al-
lowable, provided such benefits are
granted in accordance with established
non-Federal entity policies, and are
distributed to all non-Federal entity
aotivities 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 tuition for indi-
vidual employees not employed by
!HEs are limited to the tax-free
amount allowed pel' seotion 127 of the
Internal Revenue Code as amended.
(3) IllEs may offer employees tuition

waivers 01' tuition reduotions for un-
dergraduate education under IRC Sec-
tion 117(d) as amended, provided that
the benefit does not disoriminate in
favor of highly compensated employ-
ees, Federal reimbursement of tuition

2 CFR en, II (1-1-15 Edition)

or remission of tuition is also limited
to the institution for whioh the em-
ployee works, See §200A66Boholarshtps
and student aid costs, for treatment of
tuition remission provided to atudents.
(k) For IllEs whose oosts are paid by

state or Iooal governments, fringe ben-
efit programs (such as pension costs
and FICA) and any other benefits costs
specifically incurred on behalf of, and
in direot benefit to, the non-Federal
entity, are allowable costs of such non-
Federal entities whether or not these
costs are recorded in the' accounting
recorda of the non-Federal entities,
subject to the following:
(1) The costs meet the requirements

of Basic Considerations in §§200A02
Oomposition of costs through 200.411
Adjustment of previously negotdated
indirect (F&A) cost rates containing
unallowable costs of this subpart;
(2) The costs are properly supported

by approved cost allocation plans in ao-
cordance with applicable Federal cost
aocounting principles: and
(3) The costs are not otherwise borne

direotly 01' indirectly by the Federal
Government.
[78 FIt 78608, Dec. 26, 2018, as amended at 79
FR 75886,Deo. 19, 2014) .

§200.432 Conferences.
A oonference is defined as a meeting,

retreat, seminar, symposium, work-
'shop 01' event whose primary purpose is
the dissemination of teohnioal Inror-:
mation beyond the non-Federal entity
and is necessary and reasonable for
successful performanoe under the Fed-
eral award. Allowable oonference costs
paid by the non-Federal entity as a
sponsor or host of the oonferenoe may
include rental of facilities, speakers'
fees, oosts of meals and refreshments,
local transportation, and other items
incidental to suoh conferences unless
further restrioted by the terms and
conditions of the Federal award. As
needed, the costs of identifying, but
not providing, looally available depend-
ent-care resources are allowable. Con-
ference hosts/sponsors must exeroise
dtsoretton and judgment in ensuring
that oonference coste are appropriate,
necessary and managed in a manner
that minimizes costs to the Federal
award, The Federal awarding agenoy
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of its fair share, in any specific pay- 
ment. Prior approval by the Federal
awarding agency or cognizant agency
for indirect cost, as appropriate, is re- 

quired. 

3) Costs incurred in certain sever- 

ance pay packages which are in an
amount in excess of the normal sever- 

ance pay paid by the non - Federal enti- 
ty to an employee upon termination of
employment and are paid to the em- 
ployee contingent upon a change in
management control over, or owner- 

ship of, the non - Federal entity' s assets, 
are unallowable, 

4) Severance payments to foreign na- 

tionals employed by the non - Federal
entity outside the United States, to
the extent that the amount exceeds the

customary or prevailing 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
Federal awarding agency. 

6) Severance payments to foreign na- 
tionals employed by the non - Federal
entity outside the United States due to
the termination of the foreign national

as a result of the closing of, or curtail- 
ment of activities by, the non - Federal
entity in that country, are unallow- 
able, unless they are necessary for the
performance of Federal programs and
approved by the Federal awarding
agency. 

j)(1) For 1HEs only. Fringe benefits in
the form of tuition or remission of tui- 
tion for individual employees are al- 
lowable, provided such benefits are

granted in accordance with established

non - Federal entity policies, and are
distributed to all non - Federal entity
activities on an equitable basis. Tui- 

tion benefits for family members other
than the employee are unallowable. 

2) Fringe benefits in the form of tui- 
tion or remission of tuition for indi- 

vidual employees not employed by
IHEs are limited to the tax -free
amount allowed per section 127 of the
Internal Revenue Code as amended. 

3) MEs may offer employees tuition
waivers or tuition reductions for un- 
dergraduate education under IRC Sec- 

tion 117( d) as amended, provided that

the benefit does not discriminate in

favor of highly compensated employ- 
ees, Federal reimbursement of tuition

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

or remission of tuition is also limited
to the institution for which the em- 
ployee works. See § 200. 466 Scholarships
and student aid costs, for treatment of
tuition remission provided to students. 

k) For IHEs whose costs are paid by
state or local governments, fringe ben- 
efit programs ( such as pension costs

and FICA) and any other benefits costs
specifically incurred on behalf of, and
in direct benefit to, the non- Federal

entity, are allowable costs of such non - 
Federal entities whether or not these

costs are 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
unallowable costs of this subpart; 

2) The costs are properly supported
by approved cost allocation plans in ac- 
cordance with applicable Federal cost

accounting principles: and
3) The costs are not otherwise borne

directly or indirectly by the Federal
Government. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76886, Dec. 19, 20141

200.432 Conferences. 

A conference is defined as a meeting, 
retreat, seminar, symposium, work - 

shop or event whose primary purpose is
the dissemination of technical Infor- 
mation beyond the non - Federal entity
and is necessary and reasonable for
successful performance under the Fed- 
eral award. Allowable conference costs

paid by the non - Federal entity as a
sponsor or host of the conference may
include rental of facilities, speakers' 

fees, costs of meals and refreshments, 
local transportation, and other items
Incidental to such conferences unless

further restricted by the terms and
conditions of the Federal award. As

needed, the costs of identifying, but
not providing, locally available depend- 
ent -care resources are allowable. Con- 
ference hosts /sponsors must exercise

discretion and judgment in ensuring
that conference costs are appropriate, 

necessary and managed in a manner
that minimizes costs to the Federal

award, The Federal awarding agency
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may authorize exceptions where appro-
priate for. programs including Indian
tribes, children, and the elderly. See
also §§200.43B Entertainment costs.
200.466 Participant support costs,
200.474Travel costs, and 200.475Trust-
ees.

§200.433 Contingency provisions.
(a) Oontingenoy is that part of a

budget estimate of future costs (typi-
oally of large oonstruotion projeots, IT
systems. or other items as approved by
the Federal awarding agenoy) which is
associated with possible events or con-
ditions arising from causes the precise
outcome of whioh is indeterminable at
the time of estimate, and that experi-
ence shows will likely result. in aggre-
gate, in additional costs for the ap-
proved aotivity or project. Amounts for
major project scope changes, unfore-
seen risks, or extraordinary events
may not be included.
(b) It is permissible for contingency

amounts other than those excluded in
paragraph (a) of this section to be ex-
plicitly included in budget estimates,
to the extent they are necessary to im-
prove the precision of those estimates.
Amounts must be estimated using
broadly-accepted cost estimating
methodologies, speoified in the budget
documentation of the Federal award,
and accepted by the Federal awarding
agency. As such, contingenoy amounts
are to be inoluded in the Federal
award. In order for aotual costs in-
curred to be allowable, they must com-
ply with the cost prinoiples and other
requirements in this part (see also
§§200.300Statutory and national poUCy
requirements through 200.809Period of
performance of Subpart D of this part
and 200.403 Factors affeoting allow-
ability of costs); be necessary and rea-
sonable for proper and effioient accom-
plishment of projeot or program obieo-
tdves, and be verifiable from the non-
Federal entity's records.
(0) Payments made by the Federal

awarding agency to the non-Federal
entity's "oontingenoy reserve" or any
similar payment made for events the
occurrence of whioh oannot be foretold
with oertainty as to the time or inten-
sity, or with an assurance of their hap-
pening, are unallowable, exoept as
noted in §§200.43l Oompensation-

§200.434

fringe benefits regarding selr-msur-
ance, pensions, severanoe and post-re-
tirement health oosts and 200.447Insur-
ance and indemnifioation.
[18 FR 18608, Deo. 26, 2013, as amended at 79
FR 75B86,Dec. 19. 2014J

§200.434 Contributions and donations.
(a) Oosts of oontributions and dona-

tions, inoluding 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 indireot (F&A) cost.
The value of donated servtoes and prop-
erty may be used to meet oost sharing
or matohing requirements (see §200.306
Oost sharing or matching). Deprecia-
tion on donated assets is permitted in
accordance with §200,436Depreciation,
as long as the donated property is not
counted towards cost sharing or
matohing requirements.
(0) 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-
sk1lled labor. The value of these serv-
ices may not be charged to the Federal
award either as a direot or indireot
cost, However, the value of donated
services may be used to meet oost shar-
ing 01' matohing requirements in ao-
cordanoe with the provisions of §200.306
Cost sharing or matching.
(d) To the extent feasible, services

donated to the non-Federal entity will
be supported by the same methods used
to support the allooability of regular
personnel servioes.
(e) The following provisions apply to

nonprofit organizations. The value of
services donated to the nonprofit orga-
nization utilized in the performance of
a direct cost aotivity must be constd-
ered in the determination of the non-
Federal entity's indireot cost rate(s)
and, accordingly. must be allooated a
proportionate share of applicable indi-
rect costs when the following cir-
oumstanoes exist:
(1) The aggregate value of the serv-

ioes is material;
(2) The services are supported by a

significant amount of the indirect
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may authorize exceptions where appro- 

priate for, programs including Indian
tribes, children, and the elderly, See
also § § 200. 430 Entertainment costs, 

200. 466 Participant support costs, 

200. 474 Travel costs, and 200. 476 Trust- 
ees. 

200.433 Contingency provisions. 

a) Contingency is that part of a
budget estimate of future costs ( typi- 

oally of large construction projects, IT
systems, or other items m approved by
the Federal awarding agency) .which is
associated with possible events or con- 

ditions arising from causes the precise
outcome of which is indeterminable at
the time of estimate, and that experi- 

ence shows will likely result, in aggre- 
gate, in additional costs for the ap- 
proved activity or project. Amounts for
major project scope changes, unfore- 

seen risks, or extraordinary events

may not be included. 
b) It is permissible for contingency

amounts other than those excluded In
paragraph ( a) of this section to be ex- 

plicitly included in budget estimates, 
to the extent they are necessary to im- 
prove the precision of those estimates. 

Amounts must be estimated using
broadly- accepted cost estimating
methodologies, specified in the budget
documentation of the Federal award, 

and accepted by the Federal awarding
agency. As such, contingency amounts
are to be included in the Federal
award. In order for actual costs in- 

curred to be allowable, they must com- 
ply with the cost principles and other
requirements in this part ( see also

200. 300 Statutory and national policy
requirements through 200. 509 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 " contingency reserve" or any

similar payment made for events the
occurrence of which cannot be foretold

with certainty as to the time or inten- 
sity, or with an assurance of their hap- 
pening, are unallowable, except as

noted in § § 200. 431 Compensation— 

fringe benefits regarding self- insur- 
ance, pensions, severance and post -re- 

Urement health costs and 200. 447 Insur- 
ance and indemnification. 

78 FR 78608, Dec. 26, 2013, as emended at 79
FR 75886, Dec. 19, 2014] 

200,434 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 § 200. 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. 

e) Services donated or volunteered

to the non - Federal entity may be fur- 
nished to a non - Federal entity by pro- 
fessional and technical personnel, con- 

sultants, and other skilled and un- 

skilled labor. The value of these' serv- 

ices may not be charged to the Federal
award either as a direct or indirect
cost. However, the value of donated

services may be used to meet cost shar- 
ing or matching requirements in ac- 
cordance with the provisions of §200, 306

Cost sharing or matching. 
d) To the extent feasible, services

donated to the non - Federal entity will
be supported by the same methods used
to support the allocability of regular
personnel services. 

e) The following provisions apply to
nonprofit organizations. The value of
services donated to the nonprofit orga- 
nization utilized in the performance of

a direct cost activity must be consid- 
ered in the determination of the non - 

Federal entity' s indirect cost 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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§200.435

costs incurred by the non-Federal enti-
ty;
(i) In those instances where there is

no basis for determining the fair mar-
ket value of the services rendered, the
non-Federal entity and the cognizant
agency for indirect costs must nego-
tiate an appropriate allocation of indi-
rect cost to the services.

(11) Where donated services directly
benefit a project supported by the Fed-
eral award, the indirect costs allocated
to the services will be considered as a
part of the total costs of the project.
Suoh indirect costs may be reimbursed
under the Federal award or used to
meet cost sharing or matching require-
ments.
(f) Fair market value of donated

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 furntehed to a non-
Federal entity. The value of the per-
sonal property and space may not be
charged to the Federal award either as
a direct or indirect cost.
(2)The value of the donations may be

used to meet cost sharing or matching
share requirements under the condi-
tions described in §§200.300 Statutory
and national polioy requirements
through 200.309 Period of performance
of subpart D of this part. The value of
the donations must be determined in
accordance with §§200.300 Statutory
and national policy requirements
through 200.309 Period of performance.
Where donations are treated as indirect
costs, indirect cost rates will separate
the value of the donations so that re-
imbursement will not be made.
[70 FR 76608, Dec. 26, 2013, as amended at 79
FR 75886,Deo. 19, 2014]

§200.435 Defense and. proseoution of
criminal and oivil prooeedings,
claims, appeals and patent infringe·
ments.

(a) Definitions for the purposes of
this section.

(1) Conviction means a judgment 01'
oonviotion of a criminal offense by any
oourt of competent jurisdiotion, wheth-
er entered upon verdict or a plea, in-
oluding a conviotion due to a plea of
nolo contendere.

2 CFRCh. II (1-1-l5 Edition)

(2) Costs include the servrces of in-
house or private counsel, accountants,
oonsultants, or others engaged to as-
sist the non-Federal entity before, dur-
ing, and after commencement of a judi-
cial or administrative prooeeding, that
bear a direct relationship to the pro-
ceeding.
(3) Fraud means:
(i) Aots of fraud or corruption or at-

tempts to defraud the Federal Govern-
ment or to corrupt its agents,

(11) Acts that constitute a cause for
debarment or suspension (as speoified
in agenoy regulatdons), and
(iii) Aots which violate the False

Claims Aot (31 U.S,C. 3729-3732) or the
Anti-kiokback Act (41 U.S,O. 1320a-
7b(b»,

(4) Penalty does not include restitu-
tion, reimbursement, or compensatory
damages.

(5) Proceeding Includes an investiga-
tion.
(b) Costs. (1) Except as otherwise de-

scribed herein, costs incurred in con-
neotion with any criminal, civil or ad-
ministrative proceeding (including fil-
ing of a false oertifioation) commenced
by the Federal Government, a state,
local government, or foreign govern-
ment, or joined by the Federal Govern-
ment (including a proceeding under the
False Claims Act), against the non-
Federal entity, (or commenced by third
parties or a current or former em-
ployee of the non-Federal entity who
submits a whistleblower oomplaint of
reprisal in accordance with 10 U.S.O.
2409 or 41 U.S.C. 4712),are not allowable
if the proceeding:
(i) Relates to a violation of, or fa11W'e

to comply with, a Federal, state, looal
01' foreign statute, regulation 01' the
terms and oonditions of the Federal
award, by the non-Federal entity (in-
eluding' its agents and employees); and
(ii) Results in any of the following

dispositions:
(A) In a criminal proceeding, a COD-

viction.
(B) In a civil or administrative pro-

ceeding involving an allegation of
fraud or similar misconduct, a deter-
mination of non-Federal entity liabil-
ity.

(0) In the case of any civil or admin-
istrative proceeding, the disallowance
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costs incurred by the non- Federal enti- 
ty

f) In those instances where there is
no basis for determining the fair mar- 
ket value of the services rendered, the

non - Federal entity and the cognizant
agency for indirect costs must nego- 
tiate an appropriate allocation of indi- 
rect cost to the services. 

11) Where donated services directly
benefit a project supported by the Fed- 
eral award, the indirect costs allocated
to the services will be considered as a
part of the total costs of the project. 
Such indirect costs may be reimbursed
under the Federal award or used 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 - 
Federal entity. The value of the per- 
sonal property and space may not be
charged to the Federal award either as
a direct or indirect cost. 

2) The value of the donations may be
used to meet cost sharing or matching
share requirements under the condi- 
tions described in § §200. 300 Statutory

and national policy requirements

through 200. 309 Period of performance

of subpart D of this part. The value of
the donations must be determined in
accordance with 0200.300 Statutory
and national policy requirements

through 200. 309 Period of performance. 

Where donations are treated as indirect
costs, indirect cost rates will separate
the value of the donations so that re- 
imbursement will not be made. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76886, Dec. 19, 20141

200.435 Defense and prosecution of
criminal and civil proceedings, 

claims, appeals and patent infringe. 
ments. 

a) Definitions for the purposes of

this section. 
1) Conviction means a judgment or

conviction of a criminal offense by any
court of competent jurisdiction, wheth- 
er entered upon verdict or a plea, In- 
cluding a conviction due to a plea of
polo contendere. 

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

2) Costs include the services of in- 
house or private counsel, accountants, 

consultants, or others engaged to as- 
sist the non - Federal entity before, dur- 
ing, and after commencement of a judi- 
cial or administrative proceeding, that
bear a direct relationship to the pro- 
ceeding, 

3) Fraud means: 

i) Acts of fraud or corruption or at- 

tempts to defraud the Federal Govern- 
ment or to corrupt its agents, 

if) Acts that constitute a cause for
debarment or suspension ( as specified

in agency regulations), and
iii) Acts which violate the False

Claims Act ( 31 U.S. C. 3729 -3732) or the
Anti - kickback Act ( 41 U.S. C. 1320a- 
7b( b)). 

4) Penalty does not include restitu- 
tion, reimbursement, or compensatory

damages. 

5) Proceeding includes an investiga- 
tion. 

b) Costs. ( 1) Except as otherwise de- 
scribed herein, costs incurred in con- 

nection with any criminal, civil or ad- 
ministrative proceeding ( including fil- 
ing of a false certification) commenced
by the Federal Government, a state, 
local government, or foreign govern- 
ment, or joined by the Federal Govern- 
ment (including a proceeding under the
False Claims Act), against the non- 

Federal entity, (or commenced by third
parties or a current or former em- 
ployee of the non - Federal entity who
submits a whistlebiower complaint of

reprisal in accordance with 10 U.S. C. 
2409 or 41 U.S. C. 4712), are not allowable
if the proceeding: 

f) Relates to a violation of, or failure
to comply with, a Federal, state, local
or foreign statute, regulation or the
terms and conditions of the Federal
award, by the non - Federal entity ( in- 
cluding its agents and employees); and

if) Results in any of the following
dispositions: 

A) In a criminal proceeding, a con- 
viction. 

B) In a civil or administrative pro- 

ceeding involving an allegation of
fraud or similar misconduct, a deter- 
mination of non - Federal entity liabil- 
ity. 

C) In the case of any civil or admin- 
istrative proceeding, the disallowance
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OMS Guidance

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
oorrective action under 10 U.S.C. 2409
or 41U.S.O. 4712.

(D) A final deoision by an appropriate
Federal offioial to debar or suspend the
non-Federal entity, to rescind or void a
Federal award, or to terminate a Fed-
eral award by reason of a violation or
failure to oomply with a statute, regu-
lation, or the terms and oonditions of
the Federal award.

(E)A disposition by consent or com-
promise,if the action could have re-
sulted in any of the dispositions de-
scribed in paragraphs (b)(1)(ii)(A)
through (D) of this section.

(2) If more than one proceeding in-
volves the same alleged misconduct,
the costs of all such proceedings are
unallowable if any results in one of the
dispositions shown in paragraph (b) of
this section.

(c) If a proceeding referred to in para-
(fl'aph (b) of this section is commenced
by the Federal Government and is re-
solved by oonsent or compromise pur-
suant to an agreement by the non-Fed-
eral entity and the Federal Govern-
ment, then the costs incurred may be
allowed to the extent speoifically pro-
vided in such agreement.

(d) If a proceeding referred to in para-
graph (b) of this section is commenced
by a state, local or foreign government,
the authorized Federal official may
al low the COBtSinourred if suoh author-
ized official determines that the costs
were incurred as a result of:

(1) A speoifio term or oondition of the
Federal award, or

(2) Specific written direotion of an
authorized offioial of the Federal
awarding agency.

(e) Oosts incurred in oonneotion with
prooeedings described in paragraph (b)
of this section, which are not made un-
allowable by that subseotion, 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 aotivi-
ties required to deal with the pro-
oeeding and the underlying cause of ao-
tion;

(2) Payment of the reasonable, nec-
essary, allocable and otherwise allow-

§200.435

able costs incurred is not prohibited by
any other provision(s) of the Federal
award;

(3) The oosts are not recovered from
the Federal Government or a third
party, either directly as a result of the
proceeding or otherwise; and,

(4) An authorized Federal official
must determine the percentage of costs
allowed considering the complexity of
litigation, generally accepted prln-.
oiples governing the award of legal fees
in civil aotions involving the United
States, and such other factors as may
be appropriate. Such percentage must
not exceed 80 percent. However, if an
agreement reached under paragraph (c)
of this section has explioitly consid-
ered this 80 percent limitation and per-
mitted a higher peroentage, then the
full amount of costs resulting from
that agreement are allowable.

(f) Oosts inourred by the non-Federal
entity in connection with the defense
of suits brought by its employees or 8X-

employees under section 2 of the Major
Fraud Act of 1988 (18 U.S.C. 1031), in-
cluding the cost of all relief necessary
to make such employee whole, where
the non-Federal entity was found liable
or settled, are unallowable.

(g) Costs of proseoution of claims
against the Federal Government, in-
cluding appeals of final Federal agenoy
decisions, are unallowable.

(h) Oosts of legal, accounting, and
consultant services, and related costs,
incurred in conneotion with patent; in-
fringement litigation, are unallowable
unless otherwise provided for in the
Federal award.

(1) Costs which may be unallowable
under this section, including directly
associated costs, must be segregated
and accounted for separately. During
the pendency of any prooeeding oovered
by paragraphs (b) and (f) of this sse-
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 agreement to repay all
unallowable costs, plus interest, if the
costs are subsequently determined to
be unallowable.
[78 FR 78608, Dec. 26, 2013. as amended at 79
FR 75886, Deo. 19, 2014J'
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of costs or the imposition of a mone- 

tary penalty, or an order issued by the
Federal awarding agency head or dele- 
gate to the non - Federal entity to take
corrective action under 10 U.S. C. 2409

or 41 U. S. C. 4712. 

D) A final decision by an appropriate
Federal official to debar or suspend the

non- Federal entity, to rescind or void a
Federal award, or to terminate a Fed- 

eral award by reason of a violation or
failure to comply with a statute, regu- 
lation, or the terms and conditions of
the Federal award. 

E) A disposition by consent or com- 
promise, if the action could have re- 

sulted in any of the dispositions de- 
scribed in paragraphs ( b)( 1)( h)(A) 

through (D) of this section. 

2) If more than one proceeding in- 
volves the same alleged misconduct, 

the costs of all such proceedings are

unallowable if any results in one of the
dispositions shown in paragraph ( b) of
this section. 

c) If a proceeding referred to in para- 
graph ( b) of this section is commenced

by the Federal Government and is re- 
solved by consent or compromise pur- 
suant to an agreement by the non -Fed- 
eral entity and the Federal Govern- 
ment, then the costs incurred may be
allowed to the extent specifically pro- 
vided in such agreement. 

d) If a proceeding referred to in para- 
graph ( b) of this section is commenced

by a state, local or foreign government, 
the authorized Federal official may
aliow. the costs incurred if such author- 

ized official determines that the costs

were incurred as a result of: 

1) A specific term or condition of the
Federal award, or

2) Specific written direction of an

authorized official of the Federal

awarding agency. 
e) Costs incurred in connection with

proceedings described in paragraph ( b) 
of this section, which are not made un- 

allowable by that subsection, may be
allowed but only to the extent that: 

1) The costs are reasonable and nec- 

essary in relation to the administra- 
tion of the Federal award and activi- 

ties required to deal with the pro- 

ceeding and the underlying cause of ac- 
tion; 

2) Payment of the reasonable, nec- 

essary, allocable and otherwise allow- 

200.435

able costs incurred is not prohibited by
any other provision(s) of the Federal
award; 

3) The costs are not recovered from
the Federal Government or a third

party, either directly as a result of the
proceeding or otherwise; and, 

4) An authorized Federal official

must determine the percentage of costs

allowed considering the complexity of
litigation, generally accepted prin -, 
ciples governing the award of legal fees
in civil aotions involving the United
States, and such other factors as may
be appropriate. Such percentage must

not exceed 80 percent. However, if an
agreement reached under paragraph ( c) 

of this section has explicitly consid- 
ered this 80 percent limitation and per- 
mitted a higher percentage, then the

full amount of costs resulting from
that agreement are allowable. 

f) Costs incurred by the non - Federal
entity in connection with the defense
of suits brought by its employees or ex- 
employees under section 2 of the Major

Fraud Act of 1988 ( 18 U.S. C. 1031), in- 

cluding the cost of all relief necessary
to make such employee whole, where

the non - Federal entity was found liable
or settled, are unallowable. 

g) Costs of prosecution of claims
against the Federal Government, in- 

cluding appeals of final Federal agency
decisions, are unallowable. 

h) 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 award. 

1) Costs which may be unallowable
under this section, including directly
associated costs, must be segregated

and accounted for separately. During
the pendency of any proceeding covered
by paragraphs ( b) and ( f) of this sec- 
tion, the Federal Government must

generally withhold payment of such
costs. However, if in its best interests, 

the Federal Government may provide
for conditional payment upon provision

of adequate security, or other adequate

assurance, and agreement to repay all
unallowable costs, plus interest, if the

costs are subsequently determined to
be unallowable. 

78 FR 78608, Dee, 26, 2013, as amended at 79
FR 75BB6, Dec, 19, 2014] ' 
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§200.436

§200.436 Depreciation.
(a) Depreciation is the method for al-

locating the cost of fixed assets to peri-
ods benefitting from asset use. The
non-Federal entity may be com-
pensated for the use of its buildings,
capital improvements, equipment, and
software projeote oapitalized in accord-
anee with GAAP, provided that they
are used, needed in the non-Federal en-
tity's activities, and properly allocated
to Federal awards. Such compensation
must be made by computing depreota-
tion.
(b) Tha allocation for depreeiatdon

must be made in accordance with Ap-
pendices III through IX.
(c) Depreciation is computed apply-

ing the following rules. The computa-
tion of depreoiation must be based on
the acquisition oost of the assets in-
volved. For an asset donated to 'the
non-Federal entity by a third party, its
fair market value at the time of the do-
nation must be considered as the acqui-
sition cost. Such assets may be depre-
oiated or claimed as matohlng but not
both. For the purpose of computing de-
preciatton, the acquisition oost will ex-
clude:
(1)The cost of land;
(2) Any portion of the cost of build-

ings and equipment borne by or do-
nated by the Federal Government, irre-
spective of where title was originally
vested or where it is presently located;
(3) Any portion of the cost of build-

ings and equipment oontributed by or
for the non-Federal entity where law or
agreement prohibits recovery; and
(4) Any asset acqutred solely for the

performanoe of a non-Federal award;
(d) When computing depreoiation

charges, the following must be ob-
served:
(1) The period of useful service or

useful life established in each case for
usable capital assets must take into
oonsideration such factors as type of
construction, nature of the equipment,
technological developments in the par-
tioular area, historical data, and the
renewal and replacement policies fol-
lowed for the individual items or class-
es of assets involved.
(2) The depreciation method used to

charge the cost of an asset (or group of
assets) to aocounting periods must re-
fleot the pa.ttern of oonsumption of the

2 CFR Ch. II (H-15 Edition)

asset during its useful life. In the ab-
senoe of clear evidence indicating that
the expected oonsumption of the asset
will be Significantly greater in the
early portions than in the later por-
tions of its useful l1fe, the straight-line
method must be presumed to be the ap-
propriate method. Depreclatdon meth-
ods once used may not be changed un-
less approved in advance by the cog-
nizant agency. The depreoiation meth-
ods used to caloulate the depreoiation
amounts for indirect (F&A) rate pur-
poses must be the same methods used
by the non-Federal entity for its finan-
cial statements.
(8) The entire building, including the

shell and all components, may be treat-
ed as a single asset and depreoiated
over a single useful life. A building
may also be divided into multiple com-
ponents. Each component item may
then be depreciated over its estimated
useful life. The building components
must be grouped into three general
components of a building: building
shell (including oonstruotion and de-
sign coste), building services systems
(e.g., elevators, HVAC, plumbing sys-
tem and heating and air-conditioning
system) and fixed equipment (e.g.,
sterilizers, casework, fume hoods, cold
rooms and glassware/washers). In ex-
ceptional cases, a oognizant agency
may authorize a non-Federal entity to
use more than these three groupings.
When a non-Federal entity eleots to de-
preoiate its buildings by its compo-
nents, the same depreoiation methods
must be used for indirect (F&A) pur-
poses and financial statements pur-
poses, as described in paragraphs (d)(1)
and (2) of this seotdon,
(4) No depreciation may be allowed

on any assets that have outlived their
depreoiable lives.
(5) Where the depreciation method is

introduced to replace the use allow-
ance method, depreciatdon must be
computed as if the asset had been de-
preoiated over its entire life (i.e., from
the date the asset 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 (inoluding imputed de-
preoiation applloable to periods prior
to the conversion from the use allow-
ance method as well as depreoiation
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200.436 Depreciation. 

a) Depreciation is the method for al- 
locating the cost of fixed assets to peri- 
ods benefitting from asset use. The
non - Federal entity may be com- 

pensated for the use of its buildings, 
capital improvements, equipment, and
software project6 capitalized in accord- 
ance with GAAP, provided that they
are used, needed in the non - Federal en- 
tity's activities, and properly allocated
to Federal awards. Such compensation
must be made by computing deprecia- 
tion. 

b) The allocation for depreciation
must be made in accordance with Ap- 
pendices III through a. 

c) Depreciation 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 acqui- 
sition cost, Such assets may be depre- 
ciated or claimed as matching but not
both. For the purpose of computing de- 
preciation, the acquisition cost will ex- 

clude: 

1) The cost of land; 

2) Any portion of the cost of build- 
ings and equipment borne by or do- 
nated by the Federal Government, irre- 
spective of where title was originally
vested or where it is presently located; 

3) Any portion of the cost of build- 
ings and equipment contributed by or
for the non - Federal entity where law or
agreement prohibits recovery; and

4) Any asset acquired solely for the
performance of a non - Federal award. 

d) When computing depreciation
charges, the following must be ob- 
served: 

1) The period of useful service or

useful life established in each case for
usable capital assets must take into
consideration such factors as type of
construction, nature of the equipment, 
technological developments in the par- 
ticular area, historical data, and the
renewal and replacement policies fol- 
lowed for the individual items or class- 
es of assets involved. 

2) The depreciation method used to
charge the cost of an asset ( or group of

assets) to accounting periods must re- 
flect the pattern of consumption of the

2 CFR Ch. 11 ( 1 - 1 - 15 EdIllon) 

asset during its useful life. In the ab- 
senoe of clear evidence indicating that
the expected consumption of the asset
will be significantly greater in the
early portions than in the later por- 
tions of its useful life, the straight -line
method must be presumed to be the ap- 
propriate method. Depreciation meth- 

ods once used may not be changed un- 
less approved in advance by the cog- 
nizant agency. The depreciation meth- 
ods used to calculate the depreciation
amounts for indirect ( F &A) rate pur- 
poses must be the same methods used

by the non - Federal entity for its finan- 
cial statements. 

3) The entire building, including the
shell and all components, may be treat- 
ed as a single asset and depreciated
over a single useful life. A building
may also be divided into multiple com- 
ponents. Each component item may
then be depreciated over its estimated
useful life. The building components
must be grouped into three general
components of a building: building
shell ( including construction and de- 
sign costs), building services systems

e. g., elevators, HVAC, plumbing sys- 
tem and heating and air - conditioning
system) and fixed equipment ( e. g., 

sterilizers, casework, fume hoods, cold
rooms and glassware /washers). In ex- 

ceptional cases, a cognizant agency

may authorize a non - Federal entity to
use more than these three groupings. 
When a non - Federal entity elects to de- 
preciate its buildings by its compo- 
nents, the same depreciation methods

must be used for indirect ( F &A) pur- 
poses and financial statements pur- 
poses, as described in paragraphs ( d)( 1) 
and ( 2) of this section. 

4) No depreciation may be allowed
on any assets that have outlived their
depreciable lives. 

5) Where the depreciation method is
Introduced to replace the use allow- 
ance method, depreciation must be
computed as if the asset had been de- 
preciated over its entire life ( i. e., from
the date the asset 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 conversion) may not exceed
the total acquisition cost of the asset.
(e) Charges for depreciation must be

supported by adequate property
records, and physical inventories must
be taken at least once every two years
to ensure that the assets 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 78608. Dec. 26. 2013. as amended at 79
FR 75886.Dec. 19, 2014]

§200.487 Employee health and welfare
costs.

(a) Costs incurred in accordance with
the non-Federal entity's dooumented
policies for the improvement of work-
lng conditions, employer-employee re-
lations, employee health. and employee
performanoe are allowable.
(b) Suoh costs will be equitably ap-

portioned to all aotivities of the non-
Federal entity. Inoome generated from
any of these aotivities will be credited
to the cost thereof unless such income
has been irrevooably sent to employee
welfare organizations,
(c) Losses resulting from operating

food services are allowable only if the
non-Federal entity's objective is to op-
erate such services on a break-even
basis. Losses sustained because of oper-
ating objeotives 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 foi, indireot costs.

§200.488 Entertainment costs.
Costs of entertainment. including

amusement. diversion, and social ac-
tivities and any associated costs are
unallowable, excent : where specific
costs that might otherwise be consid-
ered entertainment have a pro-
grammatic purpose and are authorized
either in the approved budget for the
Federal award or with prior written ap-
proval of the Federal awarding agency,

§200.439

§200.489 Equipment and other capital
expenditures.

(a) See §§200.13 Capital expenditures.
200.33 Equipment. 200.89 Special pur-
pose equipment. 200.48 General purpose
equipment. 200.2 Aoquisition cost, and
200.12 Capital assets.
(b) The following rules of allow-

ability must apply to equipment and
other capital expenditures:
(1) Capital expenditures for general

purpose equipment. buildings. and land
are unallowable as direot charges, ex-
cept with the prior written approval of
the Federal awarding agency or pa13B-
through entity,
(2) .Capital expenditures for special

purpose equipment are allowable as di-
rect costs. provided that items with a
unit cost of $5,000 or more have the
prior written approval of the Federal
awarding agency or pass-through enti-
ty.
(3) Capital expenditures for improve-

ments to land, buildings, or equipment
which materially increase their value
or useful life are unallowable as a di-
rect cost except with the prior written
approval of the Federal awarding agen-
cs, or paes-throughenttty. See §200.436
Depreciatdon, for rules on the al1ow-
ability of depreoiation on buildings,
capital improvements. and equipment.
See also §200,465 Rental costs of real
property and equipment.
(4) When approved as a direct charge

pursuant to paragraphs (b)(l) through
(3) of this section. capital expenditures
will be charged in the period in which
the expenditure is incurred, 01' as oth-
erwise determined appropriate and ne-
gotiated with the Federal awarding
agency,
(5) The unamortized portion of any

equipment written off as a result of a
change in capitalization levels may be
recovered by continuing to claim the
otherwise allowable 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 enti ty 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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after the conversion) may not exceed
the total acquisition cost of the asset. 

e) Charges for depreciation must be

supported by adequate property

records, and physical inventories must

be taken at least once every two years
to ensure that the assets 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 78608, Dec. 26, 2013, as amended at 79

FR 75886, Dee. 19, 20141

200.437 Employee health and welfare
costs. 

a) Costs incurred in accordance with

the non - Federal entity' s documented
policies for the improvement of work- 

ing conditions, employer - employee re- 
lations, employee health, and employee

performance are allowable. 

b) Such costs will be 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 organizations. 

c) Losses resulting from operating
food services are allowable only if the
non - Federal entity' s objective is to op- 
erate such services on a break -even

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 indirect costs. 

200.438 Entertainment costs. 

Costs of entertainment, including
amusement, diversion, and social ac- 

tivities and any associated costs are
unallowable, except where specific

costs that might otherwise be consid- 

ered entertainment have a pro- 

grammatic purpose and are authorized

either in the approved budget for the

Federal award or with prior written ap- 

proval of the Federal awarding agency. 

200.439

200.439 Equipment and other capital
expenditures. 

a) See § §200. 13 Capital expenditures, 

200. 33 Equipment, 200. 80 Special pur- 

pose equipment, 200. 48 General purpose

equipment, 200. 2 Acquisition cost, and

200. 12 Capital assets. 

b) The following rules of allow - 
ability must apply to equipment and
other capital expenditures: 

1) Capital expenditures for general

purpose equipment, buildings, and land
are unallowable as direct charges, ex- 
cept with the prior written approval of

the Federal awarding agency or pass - 
through entity. 

2) Capital expenditures for special
purpose equipment are allowable as di- 
rect costs, provided that items with a
unit cost of $ 5, 000 or more have the
prior written approval of the Federal

awarding agency or pass - through enti- 
ty. 

3) Capital expenditures for improve- 
ments to land, buildings, or equipment

which materially increase their value
or useful life are unallowable as a di- 
rect cost except with the prior written

approval of the Federal awarding agen- 
cy, or pass- througli entity. See § 200. 436
Depreciation, for rules on the allow - 

ability of depreciation on buildings, 
capital improvements, and equipment. 
See also § 200. 465 Rental costs of real

property and equipment. 

4) When approved as a direct charge

pursuant to paragraphs ( b)( 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 awarding
agency. 

5) The unamortized portion of any
equipment written off as a result of a

change in capitalization levels may be
recovered by continuing to claim the
otherwise allowable depreciation on

the equipment, or by amortizing the
amount to be written off over a period
of years negotiated with the Federal

cognizant agency for indirect cost. 
6) Cost of equipment disposal. If the

non - Federal 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. 

167

PAGET.
U.... 

MENT ..... p... .... 

OF ... .. PAGES



§200.440

(7) Equipment and other' capital ex-
penditures are unallowable as indireot
costs. See §200.436Depreciation.
[78 FR 78608. Dec. 26. 2013. as amended at 79
FR 75866. Dec. 19, 2014]

§200.440 Exchange rates.
(a) Oosl, Increases for fluctuations in

, exchange rates are allowable costs sub-
ject to the availability of funding.
Prior approval of exchange rate fluc-
tuations is required only when the
change results in the need for addi-
tional Federal funding. or the in-
creased costs result in the need to sig-
nifioantly reduce the scope of the
projeot. The Federal awarding agenoy
must however ensure that adequate
funds are available to covel' ourrenoy
fluctuations in order to avoid a viola-
tion of the Anti-Deficienoy Aot.

(b) The non-Federal entity is re-
quired to make reviews of local our-
renoy gains to determine the need for
additional federal funding before the
expiration date of the Federal award.
Subsequent adjustments for currenoy
tncreasea may be allowable only when
the non-Federal entity provides the
Federal awarding agency with ade-
quate source dooumentation from a
commonly used source in effect at the
time the expense was made.' and to the
extent that suffioient Federal funds are
available.
[78 FR 78606. Deo. 26. 2013. as amended at 79
FR 75886.Dec. 19.2014]

§200.441 Fines, penalties, damages
and other settlements.

Costs resulting from non-Federal en-
tity violations of. alleged violations of.
or failure to oomply with. Federal.
state, tribal, 1008,01 or foreign laws and
regulations are unallowable, except
when incurred as a result of compli-
ance with speoific provisions of the
Federal award. or with prior written
approval of the Federal awarding agen-
oy. See also §200.435Defense and pros-
ecution of orfrninal and oivil pro-
ceedtngs, claims. appeals and patent
infringements.

§ 200.442 Fund raising and investment
management costs.

(a) Costs of organized fund raising,
ino1uding financial campaigns. endow-

2 CFRCh. II 0.,.1-15 Edition)

ment drives. solicitation of gifts and
bequests, and similar expenses incurred
to raise capital or obtain contributions
are unallowable. Fund raising costs for
the purposes of meeting the Federal
program objectives are allowable with
prior written approval from the Fed-
eral awarding agency. Proposal costs
are covered in §200.460Proposal costs. '

(b) Costs of investment counsel and
staff and similar expenses incurred to
enhance income from investments are
unallowable except when assooiated
with Investments covering pension.
self-insurance. or other funds whtch in-
clude Federal participation allowed by
this part.

(c) Costs related to the physical cus-
tody and control of monies and seouri-
ties are allowable.

(d) Both allowable and unallowable
fund raising and investment activities
must be allocated as an appropriate
share of indireot costs under the oondi-
tions desoribed in §200.413Direct costs.

§ 200.443 Gains and losses on disposi-
tion of depreciable assets.

(a) Gains and losses on the sale, re-
tirement. or other disposition of depre-
oiable property must be included in the
year in which they occur as credits or

. charges to the asset oost grouping'(s) in
which the property was included, The
amount of the gain or loss to be in-
cluded as a credit or charge to the ap-
propriate asset cost grouping(s) is the
differenoe between the amount realized
on the property and the undepreoiated
basis of the property.

(b) Gains and losses from the disposi-
tion of depreciable property must not
be recognized as a separate credit or
charge under the following conditions:

(1) The gain or lOBS is prooessed
through a depreciation account and is
reflected in the depreoiation allowable
under §§200.436Depreciation 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 failUl'e to
maintain permissible insurance. except
as otherwise provided in §200.447Insur-
anoe and indemnifioation.
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7) Equipment and other' capital ex- 

penditures are unallowable as indirect
costs. See § 200. 436 Depreciation, 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76886, Dec. 19, 20141

200.440 Exchange rates. 

a) Cost increases for fluctuations in
exchange rates are allowable costs sub- 

ject to the availability of funding, 
Prior approval of exchange rate fluc- 
tuations is required only when the
change results in the need for addi- 
tional Federal funding, or the in- 

creased costs result in the need to sig- 
nificantly reduce the scope of the
project. The Federal awarding agency
must however ensure that adequate
funds are available to cover currency
fluctuations in order to avoid a viola- 

tion of the Anti - Deficiency Act, 
b) The non - Federal entity is re- 

quired to make reviews of local cur- 

rency gains to determine the need for
additional federal funding before the
expiration date of the Federal award, 
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 78608, Dec. 26, 2013, as amended at 79
FR 76086, Dec. 19, 20141

200.441 Tines, penalties, damages

and other settlements. 

Costs resulting from non- Federal en- 
tity violations of, alleged violations of, 
or failure to comply with, Federal, 
state, tribal, local or foreign laws and
regulations are unallowable, except

when incurred as a result of compli- 
ance with specific provisions of the
Federal award, or with prior written

approval of the Federal awarding agen- 

cy. See also § 200. 435 Defense and pros- 
ecution of criminal and civil pro- 

ceedings, claims, appeals and patent

infringements. 

200.442 Fund raising and investment
management costs. 

a) Costs of organized fund raising, 

including financial campaigns, endow- 

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

meat drives, solicitation of gifts and
bequests, and similar expenses incurred
to raise capital or obtain contributions

are unallowable. Fund raising costs for

the purposes of meeting the Federal
program objectives are allowable with

prior written approval from the Fed- 

eral awarding agency. Proposal costs
axe 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- insurance, or other funds which in- 
clude Federal participation allowed by
this part, 

e) Costs related to the physical 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. 413 Direct costs. 

200.443 Gains and losses on disposi- 
tion of depreciable assets. 

a) Gains and losses on the sale, re- 
tirement, or other disposition of depre- 
ciable property must be included in the
year in which they occur as credits or
charges to the asset cost grouping(s) in
which the property was included. The
amount of the gain or loss to be in- 
cluded as a credit or charge to the ap- 
propriate asset cost grouping( s) is the
difference between the amount realized
on the property and the undepreciated
basis of the property, 

b) Gains and losses from the disposi- 

tion of depreciable property must not
be recognized as a separate credit or

charge under the following conditions: 
1) The gain or loss is processed

through a depreciation account and is
reflected in the depreciation allowable
under 0200.436 Depreciation and 200. 439
Equipment and other capital expendi- 

tures. 

2) The property is given in exchange
as part of the purchase price of a simi- 
lar item and the gain or loss is taken
into account in determining the depre- 
ciation cost basis of the new item. 

3) A loss results from the failure to
maintain permissible insurance, except
as otherwise provided in §200. 447 Insur- 
ance and indemnification, 
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(4) Oompensation for the use of the
property was provided through use al-
lowances in lieu of depreoiation.
(5) Gains and losses arising from

mass or extraordinary sales, retire-
ments, or other dispositions must be
considered on a case-bv-oaae basis.
(0) Gains or losses of any nature ariB~

ing from the sale or exchange of prop-
erty other than the property covered in
paragraph (a) of this section, e.g., land,
must be excluded in oomputing Federal
award costs.
Cd)When assets acquired 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 Insuranoe Ooverage through
200.316Property trust relationship.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75886.Dec. 19, 2014]

§200.444 General costs of government.
(a) For states, looal governments,

and Indian Tribes, the general oosts of
government are unallowable (except as
provided in §200.474Travel costs). Unal-
towable costs include:
(1) Salaries and expenses of the Office

of the Governor of a state or the chief
exeoutive of a local government or the
chief executive of an Indian tribe:
(2) Salaries and other expenses of a

state legislature, tribal council, or
similar local governmental body, such
as a oounty supervisor, oity council,
school board, etc" whether Incurred 'for
purposes of legislation or executive di-
rection;
(3) Oosts of the judioial branch of a

government;
. (4) Oosts of prosecutorial activities
unless treated as a direotoost to a spe-
cific program if authorized by statute
01' regulation (however, this does not
preclude the allowability of other legal
aotivities of the Attorney General as
described in §200.435Defense and pros-
eoution of criminal and oivil pro-
oeedings, claims, appeals and patent
infringements); and
(5) Oosts of other general types of

government servioes normally provided
to the general puhlic, such as fire and
polioe, unless provided for as a direct
cost under a program statute or regula-
tion.
(b) For Indian tribes andOounolls of

Governments (OOGs) (see §200.64Looal

§200.446

government), up to 50% of salaries and
expenses directly attributable to man-
aging and operating Federal programs
by the ohief exeoutive and his 01' her
staff oan be included in the indirect
oost calculation without dooumenta-
tion.
[78 FR 76608, Dec. 26, 2013, all amended at 79
FR 76866,Dec. 19, 2014]

§200.445 Goods or services for per-
sonal use.

(a) Costs of goods 01' servioes for per-
sonal use of the non-Federal entity's
employees are unallowable regardless
of whether the cost is reported as tax-
able inoome to the employees.
(b) Oosts of housing (e.g., deprecia-

tion, maintenance, utilities, fur-
nishings, rent), housing allowanoes and
personal living expenses are only al-
lowable as direct costs regardless of
whether reported as taxable inoome 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 capac-
ity.

(a) As used in this section the fol-
lowing terms have the meanings set
forth in this section:
(1) FacUlties means land and build-

ings or any portion thereof, equipment
indiVidually or collectively, or any
other tangible oapital asset, wherever
located, and whether owned or leased
by the non-Federal entity.
(2) Idle faoilities means oompletely

unused facilities that are excess to the
non-Federal entity's current needs.
(3) Idle oapacity means the unused

capacity of partially used facilities. It
is the differenoe between:
(i) That which a fac1l1ty oould

achieve under 100 percent operating
time on a one-shift basis less operating
interruptions resulting from time lost
for repairs, setups, unaatrsractorv ma-
terials, and other normal delays and;
(11)The extent to which the faoility

was actually used to meet demands
during the aooounting period. A multi-
shift basis should be used if It can be
shown that this amount of usage would
normally be expected for the type of fa-
oility involved.
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4) Compensation for the use of the
property was provided through use al- 
lowances in lieu of depreciation. 

5) Gains and losses arising from
mass or extraordinary sales, retire- 

ments, or other dispositions must be
considered on a ease -by -case basis. 

c) Gains or losses of any nature aris- 
ing from the sale or exchange of prop- 
erty other than the property covered in
paragraph ( a) of this section, e. g., land, 
must be excluded in computing Federal
award costs. 

d) When assets acquired with Fed
oral funds, in part or wholly, are dis- 
posed of, the distribution of the pro- 
ceeds must be made in accordance with

200. 310 Insurance Coverage through
200. 316 Property trust relationship. 

78 FR 78608, Dee, 26, 2013, as amended at 79
FR 75886, Dec. 19, 2014) 

200.444 General costs of government. 

a) For states, local governments, 
and Indian Tribes, the general costs of
government are unallowable ( except as

provided in §200. 474 Travel costs). Unal- 
lowable costs include: 

1) Salaries and expenses of the Office
of the Governor of a state or the chief
executive of a local government or the
chief executive of an Indian tribe; 

2) Salaries and other expenses of a
state legislature, tribal council, or
similar local governmental body, such
as a county supervisor, city council, 
school board, etc., whether incurred for
purposes of legislation or executive di- 
rection; 

3) Costs of the judicial branch of a
government; 

4) Costs of prosecutorial activities

unless treated as a direct cost to a epe- 
cific program if authorized by statute
or regulation ( however, this does not
preclude the allowability of other legal
activities of the Attorney General as
described in §200. 435 Defense and pros - 

eoution of criminal and civil pro- 

ceedings, claims, appeals and patent

Infringements); and

5) Costs of other general types of
government services normally provided

to the general public, such as fire and
police, unless provided for as a direct
cost under a program statute or, regula- 

tion. 
b) For Indian tribes and Councils of

Governments ( COGs) ( see § 200,64 Local

government), up to 60% of salaries and

expenses directly attributable to man- 
aging and operating Federal programs
by the chief executive and his or her
staff can be included in the indirect
cost calculation without documenta- 
tion. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76886, Dec. 19, 2014) 

200.445 Goods or services for per- 
sonal use. 

a) Costs of goods or services for per- 
sonal use of the non - Federal entity' s
employees are unallowable regardless

of whether the cost is reported as tax- 
able income to the employees. 

b) Costs of housing ( e. g., deprecia- 
tion, maintenance, utilities, fur- 

nishings, rent), housing allowances and
personal living expenses are only al- 
lowable as direct costs regardless of
whether reported as taxable income to
the employees. In addition, to be allow- 
able direct costs must be approved in
advance by a Federal awarding agency, 

200.446 Idle facilities and idle capac. 
ity. 

a) As used in this section the fol- 
lowing terms have the meanings set
forth in this section: 

1) Facilities means land and build- 
ings or any portion thereof, equipment
individually or collectively, or any
other tangible capital asset, wherever

located, and whether owned or leased
by the non - Federal entity. 

2) Idle facilities means completely
unused facilities that are excess to the
non - Federal entity' s current needs. 

3) Idle capacity means the unused
capacity of partially used facilities. It
Is the difference between: 

1) That which a facility could
achieve under 100 percent operating

time on a one -shift basis less operating
Interruptions resulting from time lost
for repairs, setups, unsatisfactory ma- 
terials, and other normal delays and; 

if) The extent to which the facility

was actually used to meet demands
during the accounting period, A multi - 
shift basis should be used if it can be
shown that this amount of usage would

normally be expected for the type of fa- 
cility involved. 
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§200.447

(4) Oost of idle 'fac1l1ties or idle ca-
paoity means costs such as mamte-
nanoe, repair, housing, rent, and other
related oosts, e.g., insurance, interest,
and depreoiation. These costs oould in-
clude the oosts of idle public safety
emergency faoilities, teleoommuni-
cations, 01' information teohnology sys-
tem oapaoity that is built to withstand
major fluotuations in load, e.g., con-
solidated data centers,
(b) The oosts of idle faoilities are un-

allowable except to the extent that:
(1) They are necessary to meet work-

load requirements whioh may :t1uctuate
and are aBooated appropriately to all
benefiting programs; or
(2) Although not neoessary to meet

fluotuations in workload, they were
necessary when acquired and are now
idle because of changes in program re-
quirements, efforts to achieve more eo-
onomioal operations, reorganization,
termination, or other oauses which
oould not have been reasonably fore-
seen. Under the exoeption stated in
this subseotdon, costs of idle facilities
are allowable for a reasonable period of
time, ordinarily not to exceed one
year, depending on the initiative taken
to use, lease, or dispose of such racnt-
ties.
(0) The costs of idle oapaoity are nor-

mal costs of doing business and are a
factor in the normal fluotuations of
usage or indirect cost rates from period
to period. Such costs are allowable,
provided that the oapaoity is reason-
ably anticipated to be necessary to
carry out the purpose of the Federal
award or was originally reasonable and
is not subject to reduction or elimi-
nation by use on other Federal awards,
subletting, renting, or sale, in accord-
ance with sound business, economic, or
security practices. Widespread idle 011.-
pacity throughout an entire faoility or
among a group of assets having sub-
stantially the same function may be
considered idle faoilities.

§200.441 Insurance and indemnifica·
tion.

(a) Costs of insurance required or ap-
proved and maintained, pursuant to
the Federalll,ward, are allowable.
(b) Costs of other insurance in con-

neotion with the general conduct of ac-

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

tivitles 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 polioy and sound busi-
ness practice.
(2) Costs of Insurance or of contribu-

tions to any reserve oovering the risk
of loss of, or damage to, Federal Gov-
ernment property are unallowable ex-
cept to the extent that the Federal
awarding agenoy has specifioally re-
quired or approved suoh costs.
(3) Costs allowed for business inter-

ruption or other similar Insurance
must exclude coverage of management
fees.
(4) Oosts of Insurance on the lives of

trustees, officera, or other employees
holding posltdone of similar respon-
sibilities are allowable only to the ex-
tent that the insurance represents ad-
ditional compensation (see §200.431
Compensation-fringe benefits). The
cost of such insurance when the non-
Federal entity is identified as the bene-
ficiary is unallowable.
(5) Insurance against defects. Costs of

insuranoe with respect to any costs in-
curred to correct defects in the non-
Federal entity's materials or work-
manship are unallowable.
(6) Medioall1ability (malpractice) in-

suranoe. Medioal liability insurance is
an allowable cost of Federal research
programs only to the extent that the
Federal researoh programs involve
human subjects or training of partici-
pants in research techntques. Medioal
liability insurance oosts must be treat-
ed as a direot cost, and must be as-
signed to individual projects based on
the manner in whioh the insurer allo-
cates the risk to the population cov-
ered by the fnsurance.
(c) Aotual losses which could have

been oovered by permissible insurance
(through a self-insurance program or
otherwise) are unallowable, unless ex-
pressly provided for in the Federal
award. However, coats incurred because
of losses not oovered under nominal de-
ductible insurance coverage provided
in keeping with sound management
practice, and minor losses not covered
by insuranoe, such as spoilage, break-
age, and disappearance of small hand
tools, which ocour in the ordinary
course of operations, are allowable.
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4) Cost of idle -facilities or idle ca- 

pacity means costs such as mainte- 

nance, repair, housing, rent, and other
related costs, e. g., insurance, interest, 
and depreciation. These costs could in- 

olude the costs of idle public safety
emergency facilities, telecommuni- 

cations, or information technology sys- 
tem capacity that is built to withstand
major fluctuations in load, e.g., con- 
solidated data centers. 

b) The costs of idle facilities are un- 
allowable except to the extent that: 

1) They are necessary to meet work- 
load requirements which may fluctuate
and are allocated appropriately to all
benefiting programs; or

2) Although not necessary to meet
fluctuations in workload, they were
necessary when acquired and are now
idle because of changes in program re- 
quirements, efforts to achieve more ec- 

onomical operations, reorganization, 

termination, or other causes which

could not have been reasonably fore- 
seen. Under the exception stated in

this subsection, costs of idle facilities
are allowable for a reasonable period of

time, ordinarily not to exceed one
year, depending on the initiative taken
to use, lease, or dispose of such facili- 
ties. 

c) The costs of idle capacity are nor- 
mal costs of doing business and are a
factor in the normal fluctuations of

usage or indirect cost rates from period
to period. Such costs are allowable, 

provided that the capacity is reason- 
ably anticipated to be necessary to
carry out the purpose of the Federal
award or was originally reasonable and

Is not subject to reduction or elimi- 

nation by use on other Federal awards, 
subletting, renting, or sale, in accord- 
ance with sound business, economic, or

security practices. Widespread idle ca- 
pacity throughout an entire facility or
among a group of assets having sub- 
stantially the same function may be
considered idle facilities. 

200.447 Insurance and indemnifica- 
tion. 

a) Costs of insurance required or ap- 
proved and maintained, pursuant to

the Federal award, are allowable. 

b) Costs of other insurance in con- 
nection with the general conduct of ac- 

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

tivities 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 policy and sound busi- 
ness practice. 

2) Costs of insurance or of contribu- 

tions to any reserve covering the risk
of loss of, or damage to, Federal Gov- 
ernment property are unallowable ex- 
cept to the extent that the Federal

awarding agency has specifically re- 
quired or approved such costs. 

3) Costs allowed for business inter- 

ruption or other similar insurance

must exclude coverage of management

fees. 

4) Costs of insurance on the lives of
trustees, officers, or other employees

holding positions of similar respon- 
sibilities are allowable only to the ex- 
tent that the insurance represents ad- 
ditional compensation ( see § 200. 431

Compensation — fringe benefits). The

cost of such insurance when the non- 

Federal entity is identified as the bene- 
ficiary is unallowable. 

5) Insurance against defects. Costs of
insurance with respect to any costs in- 
curred to correct defects in the non - 

Federal entity' s materials or work- 
manship are unallowable. 

6) Medical liability (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
liability insurance costs must be treat- 
ed as a direct cost and must be as- 
signed to individual projects based on

the manner in which the insurer allo- 
cates the risk to the population cov- 

ered by the insurance. 
c) Actual losses which could have

been covered by permissible insurance
through a self- insurance program or

otherwise) are unallowable, unless ex- 

pressly provided for in the Federal
award. However, costs incurred because
of losses not covered under nominal de- 
ductible insurance coverage provided

in keeping with sound management
practice, and minor losses not covered

by insurance, such as spoilage, break- 
age, and disappearance of small hand
tools, which occur in the ordinary
course of operations, are allowable. 
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(d) Oontributions to a reserve for cer-
tain self-insurance programs inoluding
workers' oompensation, unemployment
compensation, and severance pay are
allowable subject to the following pro-
visions:

(1) The type of coverage and the ex-
tent of coverage and the rates and pre-
miums would 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, whioh do
not become payable for more than one
year af.ter the provision is made, must
not exceed the discounted present
value of the l1ab1l1ty. The rate used for
discounting the liability must be deter-
mined by giving consideration to such
raotors as the non-Federal entity's set-
tlement rate far those liab1Uties and
its investment rate of return.

(2) Earnings or investment income on
reserves mUst be credited to those re-
serves.

(3)(i) Oontributions to reserves must
be based on sound actuarial prinoiples
using historioal 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 aocount any rein-
suranoe; comsurance, eto. Reserve lev-
els related to employee-related cov-
erages will normally be limited to the
value of claims:

(A) Submitted and adjudioated but
not paid;

(B) Submitted but not adjudicated:
and

(0) Inourred but not submitted,
(ii) Reserve levels in excess of the

amounts based on the above must be
identified and justified in the cost allo-
oation plan or indirect oost rate pro-
posal.

(4) Accounting records, aotuarial
studies, and cost allocations (or bil-
lings) must recognize any significant
differenoes due to types of insured risk
and losses generated by the various in-
sured aotivities or agenoies of the non-
Federal entity. If individual depart-
ments or agencies of the non-Federal
entity experience signifioantly dif-
ferent levels of claims for a partioular
risk, those differenoes are to be recog-
nized by the use of Separate allooations

§200.448

or other techniques resulting in an eq-
uitable allooation.

(5) Whenever funds are transferred
from a self-insuranoe reserve to other
accounts (e.g., general fund or unre-
stricted aooount), refunds must be
made to the Federal Government for
its share of funds transferred, including
earned or imputed interest from the
date of transfer and debt interest. if ap-
plioable, chargeable in accordance with
applicable Federal cogntzant agency
for indirect cost, claims colleotion reg-
ulations.

(e) Insurance refunds must be ored-
ited against insurance costs in the year
the refund is received,

(f) Indemnification includes securing
the non-Federal entity against liabil-
ities to third persons and other losses
not compensated by Insurance or oth-
erwise. The Federal Government is ob-
ligated to indemnify the non-Federal
entity only to the extent expressly pro-
vided for in the Federal award, exoept
as provided in paragraph (0) of this sec-
tion,

§ 200,448 Intellectual properly,
(a) Patent costs. (1) The following

costs related to securing patents and
copyrights are allowable:

(i) Costs of preparing disclosures, re-
ports, and other doouments required by
the Federal award, and of searching the
art to the extent necessary to make
such disolosures;

(ii) Oosts of preparing documents and
any other patent costs in oonneotion
with the filing and prosecution of a
United States patent applioation where
title or royalty-free license is required
by the Federal Government to be con-
veyed to the Federal Government; and

(iii) General oounseling services re-
lating to patent and copyright matters,
such as advice on patent and copyright
laws, regulations, clauses, and em-
ployee intelleotual property agree-
ments (See also § 000.459 Professional
service oosts),

(2) The following oosts related to se-
curing patents and copyrights are unal-
lowable:

(1) Oosts of preparing disclosures, re-
ports, and other documents, and of
searching the art to make disclosures
not required by the Federal award;
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d) Contributions to a reserve for cer- 
tain self- insurance programs including
workers' compensation, unemployment

compensation, and severance pay are
allowable subject to the following pro- 
visions: 

1) The type of coverage and the ex- 
tent of coverage and the rates and pre- 
miums would 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 after the provision is made, must
not exceed the discounted present

value of the liability. The rate used for
discounting the liability must be deter- 
mined by giving consideration to such
factors as the non - Federal entity' s set- 
tlement rate for those liabilities and
Its investment rate of return. 

2) Earnings or investment income on

reserves must be credited to those re- 

serves. 

3)( i) Contributions to reserves must
be based on sound actuarial principles

using historical experience and reason- 
able assumptions. Reserve levels must
be analyzed and updated at least bien- 
nially for each major risk being in- 
sured and take into account any rein- 
surance, coinsurance, etc. Reserve lev- 
els related to employee - related cov- 

erages will normally be limited to the
value of claims: 

A) Submitted and adjudicated but
not paid; 

B) Submitted but not adjudicated; 

and

C) Incurred but not submitted, 

ii) Reserve levels in excess of the
amounts based on the above must be
identified and justified in the cost allo- 
cation plan or indirect cost rate pro- 

posal. 

4) Accounting records, actuarial

studies, and cost allocations ( or bil- 
lings) must recognize any significant
differences due to types of insured risk
and losses generated by the various in- 
sured activities or agencies of 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

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 imputed interest from the
date of transfer and debt interest, if ap- 
piicable, chargeable in accordance with
applicable Federal cognizant agency

for indirect cost, claims collection reg- 
ulations. 

e) Insurance refunds must be cred- 
ited against insurance costs in the year
the refund is received. 

f) Indemnification includes securing
the non - Federal entity against liabil- 
ities to third persons and other losses
not compensated by insurance or oth- 
erwise. The Federal Government is ob- 
ligated to indemnify the non - Federal
entity only to the extent expressly pro- 
vided for In the Federal award, except

as provided in paragraph (c) of this sec- 
tion. 

200.448 Intellectual property, 

a) Patent costs. ( 1) The following
costs related to securing patents and
copyrights are allowable: 

i) Costs of preparing disclosures, re- 
ports, and other documents required by
the Federal award, and of searching the
art to the extent necessary to make
such disclosures; 

ii) Costs of preparing documents and
any other patent costs in connection
with the filing and prosecution of a
United States patent application where

title or royalty -free license is required
by the Federal Government to be con- 
veyed to the Federal Government; and

iii) General counseling services re- 
lating to patent and copyright matters, 
such as advice on patent and copyright

laws, regulations, clauses, and em- 

ployee intellectual property agree- 
ments ( See also § 200. 459 Professional

service costs). 

2) The following costs related to se- 
curing patents and copyrights are unal- 
lowable; 

i) Costs of preparing disclosures, re- 
ports, and other documents, and of
searching the art to make disclosures
not required by the Federal award; 
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(11) Costs in oonneotion with filing
and proseouting any foreign patent ap-
plication, or any United States patent
application, where the Federal award
does not require oonveying title or a
royalty-free license to the Federal
Government.
(b) Royalties and other costs for use of

patents and copyrights. (1) Royalties on
a patent or copyright or amortization
of the cost of acquiring by purchase a
copyright, patent, or rights thereto.
necessary for the proper performance
of the Federal award are allowable un-
less:
(1) The Federal Governmenb already

has a lioense or the right to free use of
the patent or oopyright.
(ii) The patent or oopyright has been

adjudioated to be invalid, or has been
administratively determined to be in-
valid.
(iii) The patent or oopyright is con-

sidered to be unenforceable.
(iv) The patent or oopyright is ex-

pired.
(2) Special oare should be exeroised in

determining reasonableness where the
royalties may have been arrived at as a
result of less-than-arm's-length bar-
gaining, such as:
(1) Royalties paid to persons, inolud-

ing oorporatfona, affiliated with the
non-Federal entity.
(ii) Royalties paid to unaffiliated

parties, inoluding oorporations, under
an agreement entered into in con-
templation that a Federal award would
be made.
(iii) Royalties paid under an agree-

ment entered into after a Federal
award is made to a non-Federal entity.
(3) In any case involving a patent or

oopyright formerly owned by the non-
Federal entity, the amount of royalty
allowed must not exceed the cost whioh
would have been allowed had the non-
Federal entity retained title thereto.
['18FR 78608,Deo. 26, 2013, as amended at ~9
FR 75886,Deo. 19, 2014]

§200.449 Interest.
(a) General. Costs inourred for inter-

est on borrowed oapital, temporary use
of endowment funds, or the use of the
non-Federal entity's own funds, how-
ever represented, are unallowable. Fi-
nanoing oosts (Including interest) to
acquire, construot, 01' replace oapital

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

assets are allowable, subjeot to the
oonditions in this section.
(b)(1) Capital assets is defined as

noted in §200.12 Capital assets. An
asset oost includes (as applioable) ao-
quisition costs, oonstruotion costs, and
other costs capitalized in accordance
with GAAP.
(2) For non-Federal entity fisoal

years beginning on or after January 1,
2016, intangible assets include patents
and oomputer software. For aof'tware
development projects, only interest at-
tributable to the portion of the project
costs oapitalized in accordance with
GAAP is allowable.
(c) Conditions for all non-Federal enti-

ties. (1)The non-Federal entity uses the
capital assets in support of Federal
awards;
(2) The allowable asset costs to ao-

quire faoilities and equipment are lim-
ited to a fair market value available to
the non-Federal entity from an unre-
lated (arm's length) third party.
(3) The non-Federal entity obtains

the finanoing via an arm's-length
bransactdon (that is, a transaotion with
an unrelated third party); or claims re-
Imbursement of actual interest oost at
a rate available via suoh a transaotion.
(4) The non-Federal entity limits

claims for Federal reimbursement of
interest costs to the least expensive al-
ternative. For example, a oapitallease
may be determined less oostly than
purohasing through debt financing, in
whioh case reimbursement must be
limited to the amount of interest de-
termined if leasing had been used.
(5) The non-Federal entity expenses

or oapitalizes allowable interest cost in
accordanoe with GAAP.
(6) Earnings generated by the invest-

ment of borrowed funds pending their
disbursement for the asset coste are
used to offset the current period's al-
lowable interest cost, whether that
cost is expensed or oapitalized. Earn-
ings subject to being reported to the
Federal Internal Revenue Servioe
under arbitrage requirements are ex-
oludable.
(7) The following conditions must

apply to debt arrangements over $1
million to purchase or construct facili-
ties, unless the non-Federal entity
makes an initial equity contribution to
the purchase of 25peroent or more, For
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11) Costs in connection with filing
and prosecuting any foreign patent ap- 
plication, or any United States patent
application, where the Federal award

does not require conveying title or a
royalty -free license to the Federal
Government. 

b) Royalties and other costs for use of
patents and copyrights. ( 1) Royalties on
a patent or copyright or amortization

of the cost of acquiring by purchase a
copyright, patent, or rights thereto, 

necessary for the proper performance
of the Federal award are allowable un- 

less: 

1) The Federal Government already
has a license or the right to free use of
the patent or copyright. 

ii) The patent or copyright has been
adjudicated to be invalid, or has been

administratively determined to be in- 
valid. 

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 - arm' s- length bar- 
gaining, such as: 

i) Royalties paid to persons, includ- 

ing corporations, affiliated with the
non - Federal entity. 

ii) Royalties paid to unaffiliated
parties, including corporations, under
an agreement entered into in con- 
templation that a Federal award would
be made. 

iii) Royalties paid under an agree- 

ment entered into after a Federal
award is made to a non - Federal entity, 

3) In any case involving a patent or
copyright formerly owned by the non - 
Federal entity, the amount of royalty
allowed must not exceed the cost which

would have been allowed had the non - 
Federal entity retained title thereto. 

78 FR 78608, Deo. 26, 2013, as amended at 79
FR 76886, Deo, 19, 20141

200.449 Interest. 

a) General. Costs incurred for inter- 
est on borrowed capital, temporary use
of endowment funds, or the use of the
non - Federal entity' s own funds, how- 
ever represented, are unallowable. Fi- 

nancing costs ( including interest) to
acquire, construct, or replace capital

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

assets are allowable, subject to the
conditions in this section. 

b)( 1) Capital assets is defined as
noted in § 200, 12 Capital assets. An
asset cost includes ( as applicable) ac- 
quisition costs, construction costs, and

other costs capitalized in accordance
with GAAP. 

2) For non - Federal entity fiscal
years beginning on or after January 1, 
2016, intangible assets include patents
and computer software. For software
development projects, only interest at- 
tributable to the portion of the project

costs capitalized in accordance with

GAAP is allowable. 

c) Conditions for all non - Federal enti- 
ties. ( 1) The non - Federal entity uses the
capital assets in support of Federal
awards; 

2) The allowable asset costs to ac- 
quire facilities and equipment are lim- 
ited to a fair market value available to
the non - Federal entity from an unre- 
lated (arm' s length) third party. 

3) The non - Federal entity obtains
the financing via an arm' s - length
transaction ( that is, a transaction with
an unrelated third party); or claims re- 
imbursement of actual interest cost at
a rate available via such a transaction. 

4) The non - Federal entity limits
claims for Federal reimbursement of
interest costs to the least expensive al- 

ternative. For example, a capital lease

may be determined less costly than
purchasing through debt financing, in
which case reimbursement must be
limited to the amount of interest de- 

termined if leasing had been used. 
6) The non - Federal entity expenses

or capitalizes allowable interest cost in
accordance with GAAP. 

6) Earnings generated by the invest- 
ment of borrowed funds pending their
disbursement for the asset costs are

used to offset the current period' s al- 
lowable interest cost, whether that
cost is expensed or capitalized. Earn- 

ings subject to being reported to the
Federal Internal Revenue Service

under arbitrage requirements are ex- 

cludable. 

7) The following conditions must
apply to debt arrangements over $ 1
million to purchase or construct faoili- 
ties, unless the non - Federal entity
makes an initial equity contribution to
the purchase of 26 percent or more. For
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this purpose, "initial equity contribu-
tion" means the amount or value of
contributions made by the non-Federal
entity for the acquisition of fac1l1tles
prior to occupancy.

(i) The non-Federal entity must re-
duce claims for reimbursement of in-
terest cost by an amount equal to im-
puted interest earnings on excess cash
flow attributable to the portion of the
facility used for Federal awards.

(ii) The non-Federal entity must im-
pute interest on excess cash flow as fol-
lows:

(A) Annually, the non-Federal entity
must prepare a cumulative (from the
inception of the project) report of
monthly cash inflows and outflows, re-
gardless of the funding source. For this
purpose, inflows consist of Federal re-
imbursement for depreciation, amorti-
zation of capitalized construction in-
terest, and annual interest cost. Out-
flows consist of .initial equity contribu-
tions, debt principal payments (less the
pro-rata share attributable to the cost
of land), and interest payments.

(B) To compute monthly cash inflows
and outflows, the non-Federal entity
must divide the annual amounts deter-
mined in step (i) by the number of
months in the year (usually 12) that
the building is in service.

(C) For any month in which cumu-
lative oash inflows exceed cumulative
outflows, interest must be calculated
on the excess inflows for that month
and be treated as a reduction to allow-
able interest cost. The rate of interest
tc be used must be the three-month
Treasury bill closing rate as of the last
business day of that month.

(8) Interest attributable to a fully de-
preciated asset is unallowable.

(d) Additional conditions for states,
local governments and Indian tribes.
For costs to be allowable, the non-Fed-
eral entity must have incurred the in-
terest costs for buildings after October
1, 19BO,or for land and equipment after
September 1, 1995.

(1) The requirement to offset interest
earned on borrowed funds against cur-
rent allowable interest cost (paragraph
(c)(5), above) also applies to earnings
on debt service reserve funds.

(2) The non-Federal entity will nego-
tiate the amount of allowable interest
cost related to the acquisition of faciIi-

§200.450

ties with asset costs of $1 million or
more, as outlined in paragraph (c)(7) of
this section. For this purpose, a non-
Federal entity must consider only cash
inflows and outflows attributable to
that porticn cf the real property used
for Federal awards.

(e) Additional oonditions for IHEs.
For costs to be allowable, the IRE
must have incurred the interest costs
after September 23, 1982, in connection
with acquisitions of oapital assets that
occurred after that date.

(f) Additional condition for nonprofit
organizations. For costs to be allow-
able, the nonprofit organization in-
ourred the interest costs after Sep-
tember 29, 1995, in connection with ac-
quisitions of capital assets that oc-
curred after that date.

(g) The interest allow ability provi-
sions of this section do not apply to a
nonprofit organization subject to "full
coverage" under the Cost Accounting
Standards (OAS), as defined at 48 CFR
9903.201-2(a). The non-Federal entity's
Federal awards are instead subject to
OAS 414 (48 CFR 9904.414), "Cost of
Money as an Element of the Oost of Fa-
oilities Oapital", and OAS 417 (48 CFR
9904.417),"Oost of Mcney as an Element
of the Oost of Oapital Assets Under
Oonstruction" .

§200.450 Lobbying.
(a) The cost of certain influencing ac-

tivities associated with cbtaining
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, inoluding among oth-
ers, the provisions of 31 U.S.O. 1352, as
well as the common rule, "New Re-
strictions on Lobbying" published at 55
FR 6736 (February 26, 1990), including
definitions, and the Office of Manage-
ment and Budget "Governmentwide
Guidance for New Restrictions on Lob-
bying" and notices published at 54 FR
52306 (December 20, 1989), 55 FR 24540
(June Hi, 1990),57 FR 1772 (January 15,
1992),and 61 FR 1412(January 19, 1996).

(b) Executive lobbying costs, Ccsts
incurred In attempting to improperly
influence either directly or indirectly,
an employee or offioer of the executive
branch of the I<'ederal Government to
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this purpose, " initial equity contribu- 
tion" means the amount or value of

contributions made by the non - Federal
entity for the acquisition of facilities
prior to occupancy. 

f) The non - Federal entity must re- 
duce claims for reimbursement of in- 
terest cost by an amount equal to im- 
puted interest earnings on excess cash
flow attributable to the portion of the

facility used for Federal awards. 
ii) The non - Federal entity must im- 

pute interest on excess cash flow as fol- 
lows: 

A) Annually, the non - Federal entity
must prepare a cumulative ( from the
inception of the project) report of

monthly cash inflows and outflows, re- 
gardless of the funding source. For this
purpose, inflows consist of Federal re- 
imbursement for depreciation, amorti- 
zation of capitalized construction in- 

terest, and annual interest cost. Out- 

flows consist of.initial equity contribu- 
tions, debt principal payments ( less the

pro -rata share attributable to the cost
of land), and interest payments. 

B) To compute monthly cash inflows
and outflows, the non - Federal entity
must divide the annual amounts deter- 

mined in step ( i) by the number of
months in the year ( usually 12) that
the building is in service. 

C) For any month in which cumu- 
lative cash inflows exceed cumulative

outflows, interest must be calculated
on the excess inflows for that month

and be treated as a reduction to allow- 
able interest cost. The rate of interest
to be used must be the three -month

Treasury bill closing rate as of the last
business day of that month. 

8) Interest attributable to a fully de- 
preciated asset is unallowable. 

d) Additional conditions for states, 
local governments and Indian tribes. 
For costs to be allowable, the non -Fed- 

eral entity must have incurred the in- 
terest costs for buildings after October
1, 1980, or for land and equipment after
September 1, 1995. 

1) The requirement to offset interest
earned on borrowed funds against cur- 
rent allowable interest cost (paragraph
c)( 5), above) also applies to earnings

on debt service reserve funds. 
2) The non - Federal entity will nego- 

tiate the amount of allowable interest
cost related to the acquisition of faeili- 

1i ±.y1

ties with asset costs of $ 1 million or

more, as outlined in paragraph ( c)(7) of

this section. For this purpose, a non - 

Federal entity must consider only cash
inflows and outflows attributable to

that portion of the real property used
for Federal awards. 

e) Additional conditions for IHEs. 
For costs to be allowable, the IHE

must have incurred the interest costs
after September 23, 1982, in connection
with aoquisitions of capital assets that

occurred after that date. 

f) Additional condition for nonprofit
organizations. For costs to be allow- 
able, the nonprofit organization in- 

curred the interest costs after Sep- 
tember 29, 1995, in connection with ac- 
quisitions of capital assets that oc- 
curred after that date. 

g) The interest allowability provi- 
sions of this section do not apply to a
nonprofit organization subject to " full

coverage" under the Cost Accounting
Standards ( CAS), as defined at 48 CFR

9903. 201 - 2( a). The non - Federal entity' s
Federal awards are instead subject to
CAS 414 ( 48 CFR 9904.414), " Cost of

Money as an Element of the Cost of Fa- 
cilities Capital ", and CAS 417 ( 48 CFR

9904. 417), " Cost of Money as an Element
of the Cost of Capital Assets Under

Construction ". 

fi 200.460 Lobbying. 
a) The cost of certain influencing ac- 

tivities associated with obtaining
grants, contracts, cooperative agree- 

ments, or loans is an unallowable cost. 

Lobbying with respect " to certain
grants, contracts, cooperative agree- 

ments, and loans is governed by rel- 
evant statutes, including among oth- 
ers, the provisions of 31 D. S. C. 1352, as
well as the common rule, " New Re- 

strictions on Lobbying" published at 55
FR 6736 ( February 26, 1990), including
definitions, and the Office of Manage- 

ment and Budget " Governmentwide

Guidance for New Restrictions on Lob- 

bying" and notices published at 54 FR
52,306 ( December 20, 1989), 55 FR 24540

June 15, 1990), 57 FR 1772 ( January 15, 
1992), and 61 FR 1412 ( January 19, 1996). 

b) Executive lobbying costs. Costs
incurred in attempting to improperly
influence either directly or indirectly, 
an employee or officer of the executive

branch of the Federal Government to
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§200.450

give oonstderatton or to act regarding a
Federal award or a regulatory matter
are unallowable. Improper mnuence
means any influenoe that induoes or
tends to Induce a Federal employee or
offioer to give oonsideration or to aot
regarding a Federal award or regu-
latory matter on any basis other than
the merits of the matter.

(0) In addition to the above, the fol-
lowing restriotions are applioable to
nonprofit organizations and IREs:
(1) Costs assooiated with the fol-

lowing aotivities are Unallowable:
(I) Attempts to Influence the out-

comes of any Federal, state, or local
eleotion, referendum, initiative, or
similar procedure, through in-kind or
cash oontributions, endorsements, pub-
lioity, or similar aotivity;

(if) Establishing, administering, oon-
tributing to, or paying the expenses of
a politioal party, campaign, polttloal
action oommittee, or other organiza-
tion established for the purpose of in-
fiuenoing the outoomes of eleotions in
the United States;

(iii) Any attempt to Influence:
(A)The introduotion of Federal or

state legislation;
(B) The enaotment or modification of

any pending Federal or state legisla-
tion through oommunioation with any
member 01' employee of the Congress or
state legislature (inoluding efforts to
influenoe state or looal officials to en-
gage in similar lobbying activity);
(0) The enaotment or modifioation of

any pending Federal or state legisla-
tion by preparing, distributing, or
using publioity or propaganda. or by
urging members of the general publio,
01' any segment thereof, to 'contrtbute
to or partioipate in any mass dem-
onstration, march, rally, fund raising
drive, lobbying oampaign or letter
writing or telephone oampaign; or
(D) Any government offioial or em-

ployee in oonneotion with a deoision to
sign or veto enrolled legislation;

(iv) Legislative liaison aotivities, in-
oluding attendance at legislative ses-
sions or oommittee hearings. gathering
information regarding legislation, and
analvztng' the effeot of legislation,
when such activities are oarried on in
support of or in knowing preparation
for an effort to engage in unallowable
lobbying.

2 CFRCh. II (1-1-15 Edlti!>n)

(2) The following aotivities are ex-
oepted from the coverage of paragraph
(0)(1) of this seotion:

(i) Teohnioal and faotual presen-
tations on topics direotly related to
the perrormanoe of a grant, contract,
or other agreement (through hearing
testimony, statements, or letters to
the Congress or a state legislature, or
subdivlsion, member. or oognizant staff
member thereof), in response to a doou-
mented request (including a Congres-
sional Reoord notioe requesting testi-
mony or statements for the reoord at a
regularly scheduled hearing) made by
the non-Federal entity's member of
congresa, legislative body or a subdivi-
sion, or a oogmzant staff member
thereof, provided such information is
readily obtainable and can be readily
put in deliverable form, and further
provided that oosts under this seotion
for travel, lodging or meals are unal-
lowable unless inourred to offer testi-
mony at a regularly scheduled Oong'res-
sional hearing pursuant to a written
request for such presentation made by
the Chairman or Ranking Minority
Member of the Committee or Sub-
committee oonduoting suoh hearings;

(if) Any lobbying made unallowable
by paragraph (c)(l)(iii) of this sectton
to influenoe state legislation in order
to dlreotly reduoe the cost, or to avoid
material impairment of the non-Fed-
eral entity'a authority to perform the
grant, contract, or other agreement; or

(iii) Any aotivity speoifioally author-
ized by statute to be undertaken with
funds from the Federal award.

(iv) Any aotivity excepted from the
definitions of "lobbying" or "influ-
enoins legislation" by the Internal
Revenue Oode provisions that require
nonprofit organizations to limit their
partioipation in direct and "grass
roots" lobbying aotivities in order to
retain their oharitable deduotion sta-
tus and avoid punitive exoise taxes,
I.R.C. §§ 501(0)(3), soio», 4911(a), Includ-
ing:

(A) Nonpartisan analysts, study, 01'
research reports;

(B) Examinations and disoussions of
broad social, economic, and similar
problems; and

(0) Information provided upon re-
quest by a legislator for technioal ad-
vloe and assistance, as defined by I.R.C.
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give consideration or to act regarding a
Federal award or a regulatory matter
are unallowable. Improper influence

means any influence that induces or
tends to induce a Federal employee or

officer to give consideration or to act
regarding a Federal award or regu- 
latory matter on any basis other than
the merits of the matter. 

c) In addition to the above, the fol- 
lowing restrictions are applicable to
nonprofit organizations and IHEs: 

1) Costs associated with the fol- 

lowing activities are unallowable: 
0) Attempts to influence the out- 

comes of any Federal, state, or local
election, referendum, initiative, or

similar procedure, through in -kind or
cash contributions, endorsements, pub- 

licity, or similar activity; 
ii) Establishing, administering, con- 

tributing to, or paying the expenses of
a political party, campaign, political
action committee, or other organiza- 

tion established for the purpose of in- 
fluencing the outcomes of elections in
the United States; 

iii) Any attempt to influence: 
A)The introduction of Federal or

state legislation; 
B) The enactment or modification of

any pending Federal or state legisla- 
tion through communication with any
member or employee of the Congress or

state legislature ( including efforts to
influence state or local officials to en- 

gage in similar lobbying activity); 
C) The enactment or modification of

any pending Federal or state legisla- 
tion by preparing, distributing, or

using publicity or propaganda, or by
urging members of the general public, 
or any segment thereof, to contribute
to or participate in any mass dem- 
onstration, march, rally, fund raising
drive, lobbying campaign or letter
writing or telephone campaign; or

D) Any government official or em- 
ployee in connection 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 are carried on in
support of or in knowing preparation
for an effort to engage in unallowable
lobbying. 

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

2) The following activities are ex- 
cepted from the coverage of paragraph

c)( 1) of this section: 
1) Technical and factual presen- 

tations on topics directly related to
the performance of a grant, contract, 

or other agreement ( through hearing
testimony, statements, or letters to
the Congress or a state legislature, or
subdivision, member, or cognizant staff

member thereof), in response to a docu- 
mented request ( including a Congres- 
sional Record notice requesting testi- 
mony or statements for the record at a
regularly scheduled hearing) made by
the non - Federal entity' s member of
congress, legislative body or a subdivi- 
sion, or a cognizant staff member

thereof, provided such information is
readily obtainable and can be readily
put in deliverable form, and "further
provided that costs under this section

for travel, lodging or meals are unal- 
lowable unless incurred to offer testi- 

mony at a regularly scheduled Congres- 
sional hearing pursuant to a written
request for such presentation made by
the Chairman or Ranking Minority
Member of the Committee or Sub- 

committee conducting such hearings; 
ff) Any lobbying made unallowable

by paragraph ( o)( 1)( fff) of this section
to influence state legislation in order

to directly reduce the cost, or to avoid
material impairment of the non -Fed- 
eral entity' s authority to perform the
grant, contract, or other agreement; or

iii) Any activity specifically author- 
ized by statute to be undertaken with
funds from the Federal award. 

iv) Any activity excepted from the
definitions of " lobbying" or " influ- 

encing legislation" by the Internal
Revenue Code provisions that require
nonprofit organizations to limit their
participation in direct and " grass

roots" lobbying activities in order to
retain their charitable deduction sta- 
tus and avoid punitive excise taxes, 
I.R.C. § § 501( c)( 3), 501( h), 4911( a), includ- 
ing: 

A) Nonpartisan analysis, study, or
research reports; 

B) Examinations and discussions of
broad social, economic, and similar

problems; and

C) Information provided upon re- 

quest by a legislator for technical ad- 
vice and assistance, as defined by I.R. C. 
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§4911(d)(2) and 26 OFR 56.4911-2(c)(1)-
(0)(3).
(v) When a non-Federal entity seeks

reimbursement for indirect (F&A)
costs, total lobbying costs must be sep-
arately identified in the indirect (F&A)
cost rate proposal, and thereafter
treated as other unallowable aotivity
costs in accordance with the proce-
dures of §200.413Direct costs.
(vi) The non-Federal entity must sub-

mit as part of its annual indireot
(F&4-) cost rate proposal a certifioation
that the requirements and standards of
this secbion have been complied with.
(See also § 200.415 Required oertifi-
oations.)
(vii)(A) Time logs, calendars, or simi-

lar records are not required to be ore-
ated for purposes of oomplying with
the record keeping requirements in
§200.302 Financial management with
respect to lobbying costs during any
partioular calendar month when:
(1) The employee engages in lobbying

(as defined in paragraphs (0)(1) and
(0)(2) of this seotton) 25 percent or leas
of the employee's oompensated hours of
employment during that calendar
month; and
(2) Within the preceding five-year pe-

riod, the non-Federal entity has not
materially misstated allowable or un-
allowable oosts of any nature, Inolud-
ing legislative lobbying costs.
(B) When conditions in paragraph

(c)(2)(vl1)(A)(1)·and (2) of this seotion
are met, non-Federal entities are not
required to establish reoords to support
the allowab1l1ty of claimed costs in ad-
dition to records already required or
mairitained. Also, when conditions in
paragraphs (0)(2)(vii)(A)(1) and (2) of
this section are met, the absence of
time logs, calendars, or stmtlar records
will not serve as a basis for disallowing
oosts by contesting estimates of lob-
bying time spent by employees during
a calendar month.
(viii) The Federal awarding agency

must establish prooedures for resolving
in advance, in consultation with OMB,
any signifioant questions or disagree-
ments concerning the interpretation or
applioation of this seotion. Any such
advance resolutions must be binding in
any subsequent settlements, audits, or
investigations with respeot to that
grant or contraot for purposes of inter-

§20D.453

pretation of this part, provided, how-
ever, that this must not be construed
to prevent a contractor or non-Federal
entity from contesting the lawfulness
of suoh a determination.

§200.451 Losses on other awards or
contracts.

Any excess of oosts over inoome
under any other award or oontract of
any nature is unallowable. This in-
cludes, but is not limited to, the non-
Federal entity's contributed portion by
reason of cost-sharing agreements or
any under-recoveries through negotia-
tion of nat amounts for indirect (F&A)
costa, Aleo, any excess of costs over au-
thorized funding levels transferred
from any award or oontract to another
award or contract is unallowable. AU
losses are not allowable indirect (F&A)
oosts and are required to be included in
the appropriate Indirect cost rate base
for allocation of indirect costs.

§200.452 Maintenance and repair
costs.

Oosts incurred for utilities, 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-
preoiably prolong its intended life, but
keep it in an effioient operating oondi-
tion, are allowable; Oosts incurred for
improvements which add to the perma-
nent value of the buildings and equip-
ment 01' appreoiably prolong their in-
tended life must be treated as capital
expenditures (see §200.439 Equipment
and other capital expenditures). These
costs are only allowable to the extent
not paid througt; rental 01' other agree-
ments.

§200.453 Materials and supplies costs,
including costs of computing de-
vices.

(a) Oosts Incurred for materials, sup-
plies, and fabrioated 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 applioable oredits. Withdrawals
from general stores or stockrooms
must be charged at their actual net
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4911( d)( 2) and 26 CFR 56. 4911- 2( c)( l)- 
c)( 3) 

v) When a non - Federal entity seeks
reimbursement for indirect ( F &A) 

costs, total lobbying costs must be sep- 
arately identified in the indirect (F &A) 
cost rate proposal, and thereafter

treated as other unallowable activity
costs in accordance with the proce- 

dures of §200.413 Direct costs. 
vi) 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, 416 Required certifi- 

cations.) 

vii)(A) Time logs, calendars, or simi- 
lar records are not required to be cre- 

ated for purposes of complying with
the record keeping requirements in

200, 302 Financial management with

respect to lobbying costs during any
particular calendar month when: 

1) The employee engages in lobbying
as defined in paragraphs ( c)( 1) and
e)( 2) of this section) 25 percent or less

of the employee' s compensated hours of
employment during that calendar

month; and

2) Within the preceding five -year pe- 
riod, the non - Federal entity has not
materially misstated allowable or un- 

allowable costs of any nature, includ- 
ing legislative lobbying costs. 

B) When conditions in paragraph
c)( 2)( vii)(A)(1) and ( 2) of this section

are met, non - Federal entities are not
required to establish records to support

the allowability of claimed costs in ad- 
dition to records already required or
maintained. Also, when conditions in
paragraphs ( c)( 2)( vii)(A)(1) and ( 2) of

this section are met, the absence of
time logs, calendars, or similar records

will not serve as a basis for disallowing
costs by contesting estimates of lob- 
bying time spent by employees during
a calendar month. 

viii) The Federal awarding agency
must establish procedures for resolving
In advance, in consultation with OMB, 

any significant questions or disagree- 
ments concerning the interpretation or
application of this section. Any such
advance resolutions must be binding in
any subsequent settlements, audits, or
investigations with respect to that
grant or contract for purposes of inter- 

200.453

pretation of this part, provided, how- 
ever, that this must not be construed
to prevent a contractor or non- Federal

entity from contesting the lawfulness
of such a determination. 

200,451 Losses on other awards or
contracts. 

Any excess of costs over income
under any other award or contract of

any nature is unallowable. This in- 
cludes, but is not limited to, the non - 

Federal entity's contributed portion by
reason of cost - sharing agreements or

any under- recoveries through negotia- 
tion of flat amounts for indirect (F &A) 

costs. Also, any excess of costs over au- 
thorized funding levels 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. 

200.452 Maintenance and repair

costs. 

Costs incurred for utilities, 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 efficient operating condi- 
tion, are allowable: Costs incurred for
Improvements which add to the perma- 

nent value of the buildings and equip- 
ment or appreciably prolong their in- 
tended life must be treated as capital
expenditures ( see § 200. 439 Equipment

and other capital expenditures). These

costs are only allowable to the extent
not paid through rental or other agree- 
ments, 

200.453 Materials and supplies costs, 
including costs of computing de- 
vices. 

a) Costs incurred for materials, sup- 
plies, and fabricated parts necessary to
carry out a Federal award are allow- 
able. 

b) Purchased materials and supplies

must be charged at their actual prices, 
net of applicable credits. Withdrawals
from general stores or stockrooms

must be charged at their actual net
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§200.454

cost under any recognized method of
pricing inventory withdrawals, constat-
sntly applied. Incoming transportation
oharges 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
speoific case of computing devices,
charging as direot costs is allowable for
devices that are essential and 80110·
cable, but not solely dedicated, to the
performance of a Federal award.

(d) Where rederanv-donateu or fur-
nished materials are used in per-
forming the Federal award, such mate-
rials will be used without charge.
[78 FR 76608, Dec. 26, 2013, as amended at 79
FR 76667,Deo. 19, 2014)

§200.454 Memberships, subscriptions,
and professional activity costs.

(a) Costs of the non-Federal entity's
membership in business, technical, and
professional organizations are atlow-
able.

(b) Oosts of the non-Federal entity's
subscriptions to business, proresstonal,
and technical periodicals are allowable.

(c) Oosts of membership in any civic
or community organization are allow-
able with prior approval by the Federal
awarding agency or pass-through enti-
ty.

(d) Costs of membership in any coun-
try club or social or dining club or or-
ganization are unallowable.

(e) Costs of membership in organiza-
tions whose primary purpose is lob-
bying are unallowable. See also § 200.450
Lobbying.

§200.455 Organization costs.
Oosts such as incorporation fees, bro-

kers' fees, fees to promoters, organizers
or management oonsultants, attomevs,
acoountants, or investment counselor,
whether or not employees of the non-
Federal entity in connection with es·
tablishment or reorganization of an or-
ganization, are unallowable except
with prior approval of the Federal
awarding agency.

§200.456 Participant support costs.
Partioipant support costs as defined

in §200.75 Participant support costs are
allowable with the prior approval of
the Federal awarding agency.

2 CFRCh. II (H-15 Edition)

§200.457 Plant and security costs.
Necessary and reasonable expenses

incurred for protection and security of
facilities, personnel, and work products
are allowable. Suoh costs include, but
are not limited to, wages and uniforms
of personnel engaged in seourity activi-
ties; equipment; barriers; protective
(non-military) gear; devioes, and equip-
ment; contractual security servtoes;
and oonsultants. Capital expenditures
for plant seouritv purposes are subject
to §200.439 Equipment and other capital
expenditures.
[78 FR 78608, Deo. 26. 2013. as. amended at 79
FR 76867.Dec. 19. 2014]

§200.458 Pre-award costs.
Pre-award icoats are those incurred

prior to the effective date of the Fed-
eral award directly pursuant to the ne-
gotiation and in anticipation of the
Federal award where such oosts are
neoessarv for efficient and timely per-
formanoe 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 awarding agency.

§200.459 Professional service costs.
(a) Costs of professional and consult-

ant services rendered by persons who
are members of a particular profession
or possess a special sk1ll, and who are
not offioers or employees of the non-
Federal entity, are allowable, subject
to paragraphs (b) and (c) when reason-
able in relation to the services ren-
dered and when not contingent upon
recovery of the costs from the Federal
Government. In addition, legal and re-
lated services are limited under
§200.435 Defense and prosecution of
criminal and civil proceedings, claims,
appeals and patent infringements.

(b) In determining the allowability of
costs in a particular oase, no single fac-
tor or any special combination of fao-
tors Is necessarily determinative. How-
ever, the £ollowing factors are relevant:

(1) The nature and scope of the serv-
Ice rendered in relation to the servioe
required.
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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 78608, Dec, 26, 2013, as amended at 79
FR 76887, Dec. 19, 20141

200.454 Memberships, subscriptions, 
and professional activity costs. 

a) Costs of the non - Federal entity' s
membership in business, technical, and
professional organizations are allow- 

able. 

b) Costs of the non - Federal entity' s
subscriptions to business, professional, 
and technical periodicals are allowable. 

c) Costs of membership in any civic
or community organization are allow- 
able with prior approval by the Federal
awarding agency or pass- through enti- 
ty. 

d) Costs of membership in any coun- 
try club or social or dining club or or- 
ganization are unallowable. 

e) Costs of membership in organiza- 
tions whose primary purpose is lob- 
bying are unallowable. See also §200. 450
Lobbying. 

200.455 Organization costs. 

Costs such as incorporation 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 costs. 

Participant support costs as defined
in §200. 75 Participant support costs are

allowable with the prior approval of

the Federal awarding agency, 

2 CFR Ch. II ( 1 - 1 ° 15 Edition) 

200.457 Plant and security costs. 

Necessary and reasonable expenses
incurred for protection and security of
facilities, personnel, and work produots

are allowable. Such costs include, but
are not limited to, wages and uniforms
of personnel engaged in security activi- 
ties; equipment; barriers; protective

non - military) gear; devices, and equip- 
ment; contractual security services; 
and consultants. Capital expenditures

for plant security purposes are subject

to §200. 439 Equipment and other capital

expenditures. 

78 FR 78608, Dec. 26, 2013, as. amended at 79
FR 76887, Dec, 19, 2014) 

200.458 Pre -award costs. 

Pre -award costs are those incurred
prior to the effective date of the Fed- 

eral award directly pursuant to the ne- 
gotiation and in anticipation of the

Federal award where such costs are

necessary for efficient and timely per- 
formance of the scope of work. Such
costs are allowable only to the extent
that they would have been allowable if
incurred after the date of the Federal

award and only with the written ap- 
proval of the Federal awarding agency. 

200.459 Professional service costs. 

a) Costs of professional and consult- 

ant services rendered by persons who
are members of a particular profession

or possess a special skill, and who are

not officers or employees of the non - 

Federal entity, are allowable, subject
to paragraphs ( b) and ( c) when reason- 

able in relation to the services ren- 

dered and when not contingent upon

recovery of the costs from the Federal
Government. In addition, legal and re- 

lated services are limited under

200. 435 Defense and prosecution of
criminal and civil proceedings, claims, 

appeals and patent infringements. 
b) In determining the allowability of

costs in a particular case, 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- 
ice rendered in relation to the service
required. 
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(2) The necesstty of oontracting for
the servtoe, considering the non-Fed-
eral entity's capability in the par-
ticular area.
(3) The past pattern of such costs,

particularly in the years prior to Fed-
eral awards.
(4) The impact of Federal awards on

the non-Federal entity's business (i.e.,
what new problems have arisen).

(5) Whether the proportion of Federal
work to the non-Federal entity's total
business is such as to influence tbe
non-Federal entity in favor of incur-
ring the cost, particula~'ly 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 contracting,
(/) The qualifioations of the indi-

vidual 01' concern rendering the service
and the oustomary fees charged, espe-
cially on non-federally funded activi-
ties.
(8) Adequacy of the oontraotual

agreement for the service (e.g., descrip-
tion of the service, estimate of time re-
quired, rate of compensation, and ter-
mination provisions).
(0) In addition to the faotors in para-

graph' (b) of this seotion, to be allow-
able,retainer fees must be supported
by evidence of bona fide services avail-
able or rendered.

§200.460 . Proposal costs.
Proposal oosts are the oosts of pre-

paring bids, proposals, or applioations
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 or' the current
acoounting period of both successful
and unsuccessful bids and proposals
normally should be treated as indirect
(F&A) oeste and allocated ourrently to
all activities of the non-Federal entity.
No proposal costa of past accounting
periods will be allocable to the current
period.

§200.461 Publication and printing
costs.

(a) PublioaLion costs for electronic
and print media, including distribu-
tion, promotion. and general handling

§200.463

are allowable. If these costs are not
identifiable with a partioular cost ob-
jeotive, they should be allocated as in"
direct costs to all benefiting activities
of the non-Federal entity.
(b) Page charges for professional

journal publioations are allowable
where:

(1) The publioations report work sup-
ported by the Federal Government; and
(2) The charges are levied impartially

on all items published by the journal,
whether or not under a Federal award.
(3) The non-Federal entity may

oharge the Federal award before close-
out for the coats of publioation or shar-
ing of research results if the costa are
not incurred during the period of per-
formanoe of the Federal award.

§200.462 Rearrungemenf and recon-
version costs.

(a) Costs Incurred for ordinary and
normal rearrangement and alteration
of facilities are allowable as indireot
costs. Special arrangements and alter-
ations costs incurred specifioally for a
Federal award are allowable as a direot
oost with the prior approval of the Fed-
eral awarding agency or pass-through
entity.
(b) Costs inourred in the restoration

or rehabil1tation of the non-Federal en-
tity's faoilities to approximately the
same oondition exiabing immediately
prior to commencement of Federal
awards, less costs related to normal
wear and tear, are allowable.

§200.468 Recruiting costs.
(a) Subjeot 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, operatdng costs of an em-
ployment office necessary to secure
and maintain an adequate staff, costs
of operating an aptitude and edu-
cational testing program, travel oosts
of employees while engaged in recruit-
ing personnel, travel oosts of appli-
cants for interviews for prospeotive
employment, and relooation coste in-
ourred inoident to recruitment of new
employees, are allowable to the extent
that such costs are incurred pursuant.
to the non-Federal entity's standard
recruitment program. Where the non-
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2) The necessity of contracting for
the service, considering the non -Fed- 

eral entity's capability in the par- 
ticular area. 

3) The past pattern of such costs, 

particularly in the years prior to Fed- 
eral awards. 

4) The impact of Federal awards on

the non - Federal entity' s business ( i.e., 
what new problems have arisen). 

5) Whether the proportion of Federal

work to the non - Federal entity' s total
business is such as to influence the
non - Federal entity in favor of incur- 
ring the cost, particularly where the
services rendered are not of a con- 

tinuing nature and have little relation- 
ship to work under Federal awards. 

6) Whether the service can be per- 

formed more economically by direct
employment rather than contracting. 

7) The qualifications of the indi- 

vidual or concern rendering the service
and the customary fees charged, espe- 
cially on non - federally funded activi- 
ties, 

8) Adequacy of the contractual
agreement for the service (e. g., descrip- 
tion of the service, estimate of time re- 

quired, rate of compensation, and ter- 
mination provisions). 

o) In addition to the factors in para- 
graph ( b) of this section, to be allow- 
able, retainer fees must be supported

by evidence of bona fide services avail- 
able or rendered. 

200.460 . Proposal costs. 

Proposal costs are the costs of pre- 

paring bids, 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 currenrt

accounting period of both successful
and unsuccessful bids and proposals

normally should be treated as indirect
F &A) costs and allocated currently to

all activities of the non - Federal entity. 
No proposal costs of past accounting
periods will be allocable to the current
period. 

200.461 Publication and printing
costs. 

a) Publication costs for electronic

and print media, including distribu- 
tion, promotion, and general handling

200.463

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 impartially
on all items published by the journal, 
whether or not under a Federal award. 

3) The non - Federal entity may
charge the Federal award before close- 
out for the costs of publication or shar- 

ing of research results if the costs are
not incurred during the period of per- 
formance of the Federal award. 

200.462 Rearrangement and recon- 
version costs. 

a) Costs incurred for ordinary and
normal rearrangement and alteration

of facilities are allowable as indirect
costs. Special arrangements and alter- 

ations costs incurred specifically for a
Federal award are allowable as a direct
cost with the prior approval of the Fed- 

eral awarding agency or pass - through
entity. 

b) Costs incurred in the restoration
or rehabilitation of the non - Federal en- 

tity' s facilities to approximately the
same condition existing immediately
prior to commencement of Federal

awards, less costs related to normal
wear and tear, are allowable. 

200.463 Recruiting 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 office necessary to secure
and maintain an adequate staff, costs
of operating an aptitude and odu- 

cational testing program, travel costs
of employees while engaged in recruit- 

ing personnel, travel costs of appli- 
cants for interviews for prospective
employment, and relocation costs in- 
curred incident to recruitment of new

employees, are allowable to the extent
that such costs are incurred pursuant

to the non - Federal entity' s standard
recruitment program. Where the non- 
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§200.464

Federal entity uses employment agen-
oles, costs not in excess of standard
commercial rates for such services are
allowable.
(b) Speoial emoluments, fringe bene-

fits, and salary allowances incurred to
attract professional personnel that do
not meet the test of reasonableness or
do not conform with the established'
practices of the non-Federal entity, are
unallowable.
(c) Where relocation coste incurred

incident to reoruitment of a new em-
ployee have been funded in whole or in
part to a Federal award, and the newly
hired employee resigns for reasons
within the employee's control within 12
months after hire, the non-Federal en-
tity will be required to refund or credit
the Federal share of such relocation
costs to the Federal Government. See
also §200.464 Relocation costs of em-
ployees.
(d) Short-term, travel visa. costs (as

opposed to longer-term, immigration
visas) are generally allowable expenses
that may be proposed as a direot cost.
Since short-term visas are issued for a
specif'ic period and purpose, they can be
olearly identified as direotly connected
to work performed on a Federal award.
For these costs to be direotly charged
to a Federal award, they must:

(1) Be oritioal and necessary for the
conduct of the project;
(2) Be allowable under the applicable

cost principles;
(3) Be consistent with the non-Fed-

eral entity's cost aocounting practdces
and non-Federal entity policy; and
(4) Meet the definition of "direct

cost" as described in the applicable
coat principles.
[76 FR 78606, Dec. 26. 2013, as amended at 79
FR 76887,Deo. 19, 2014l
§200.464 Relocation costs of employ-

ees,
(a) Relocation costs are costs incl-

dent to the permanent change of duty
assignment (for an indefinite period or
for a stated period of not less than 12
months) of an existing employee or
upon recruitment of a new employee.
Relocation costs are allowable, subject
to the limitations described in para-
graphs (b), (c), and (d) of this section,
provided that:

2 CFR en, II (1-1-15 Edition)

(1) The move ts for the benefit of the
employer.
(2) Reimbursement 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 actual (or reason-
ably estimated) expenses.

(b) Allowable relocation coste for
current employees are limited to the
following:

(1) The costs of transportation of the
employee, members of his or her imme-
diate family and his household, and
personal effects to the new looation.
(2) The costs of finding a new home,

such as advance trips by employees and
spouses to looate living quarters and
temporary lodging during the transi-
tion period, up to maximum period of
30calendar days.
(3) Closing oosts, such as brokerage,

legal, and appraisal fees, incident to
the disposition of the employee's
former home. These costs, together
with those desoribed in (4), are limited
to 8 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 home after the settlement or
lease date of the employee's new per-
manent home, such as maintenanoe of
buildings and grounds (exclusive of fix-
ing-up expenses), utilities, taxes, and
property insurance,
(6) Other necessary and reasonable

expenses normally inoident to relooa-
tion, such as the costs of canoe ling an
unexpired lease, transportation of per-
sonal property, and purohasing tnsur-
anoe against lOBSof or damages to per-
sonal property. The cost of canceling
an unexpired lease is limited to three
times the monthly rental.
(0) Allowable relooation oosts for new

employees are limited to those de-
soribed in paragraphs (b)(1) and (2) of
this section. When relocation costs in-
curred inoldent to the reoruitment of
new employees have been oharged to a
Federal award and the employee re-
signs for reasons within the employee's
oontrol within 12 months after hire,
the non-Federal entity must refund 01'
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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Federal entity uses employment agen- 
cies, costs not in excess of standard
commercial rates for such services are
allowable. 

b) Special emoluments, fringe bene- 
fits, and salary allowances incurred to
attract professional personnel that do
not meet the test of reasonableness or
do not conform with the established
practices of the non - Federal entity, are
unallowable. 

c) Where relocation costs 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 will be required to refund or credit
the Federal share of such relocation

costs to the Federal Government. See
also § 200. 464 Relocation costs of em- 

ployees. 

d) Short -term, travel visa costs ( as

opposed to longer -term, immigration

visas) are generally allowable expenses

that may be proposed as a direct cost. 
Since short -term visas are issued for a
specific period and purpose, they can be
clearly identified as directly connected
to work performed on a Federal award. 
For these costs to be directly charged
to a Federal award, they must: 

1) Be critical and necessary for the
conduct of the project; 

2) Be allowable under the applicable
cost principles; 

3) Be consistent with the non -Fed- 

eral entity' s cost accounting practices
and non - Federal entity policy; and

4) Meet the definition of " direct

cost" as described in the applicable
cost principles. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75887, Dec. 19, 20141

200.464 Relocation costs of employ- 
ees, 

a) Relocation costs are costs inci- 
dent to the permanent change of duty
assignment ( for an indefinite period or
for a stated period of not less than 12
months) of an existing employee or

upon recruitment of a new employee. 

Relocation costs are allowable, subject

to the limitations described in para- 
graphs ( b), ( c), and ( d) of this section, 

provided that: 

1) The move is for the benefit of the
employer. 

2) Reimbursement to the employee
is in accordance with an established

written policy consistently followed by
the employer. 

3) The reimbursement does not ex- 
ceed the employee' s actual ( or reason- 

ably estimated) expenses. 
b) Allowable relocation costs for

current employees are limited to the
following: 

1) The costs of transportation of the
employee, members of his or her imme- 
diate family and his household, and
personal effects to the new location. 

2) The 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
90 oalendar days. 

3) Closing costs; such as brokerage, 
legal, and appraisal fees, incident to
the disposition of the employee' s
former home. These costs, together
with those described in (4), are limited
to 8 per cent of the sales price of the
employee' s former home. 

4) The continuing costs of ownership

for up to six months) of the vacant
former home after the settlement or
lease date of the employee' s new per- 

manent home, such as maintenance of

buildings and grounds ( exclusive of fix - 

ing-up expenses), utilities, taxes, and

property insurance. 
5) Other necessary and reasonable

expenses normally incident to reloca- 
tion, such as the costs of canceling an
unexpired lease, transportation of per- 

sonal property, and purchasing insnr- 
a•noe against loss of or damages to per- 
sonal property. The cost of canceling
an unexpired lease is limited to three
times the monthly rental. 

c) Allowable relocation costs for new

employees are limited to those de- 
scribed in paragraphs ( b)( 1) and ( 2) of
this section. When relocation costs in- 
curred incident to the recruitment of
new employees have been charged to a
Federal award and the employee re- 
signs for reasons within the employee' s

control within 12 months after hire, 

the non- Federal entity must refund or
credit the Federal Government for its
share of the cost. However, the costs of
travel to an overseas location must be
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OMB Guidance

oonsidered travel coste in accordance
with §200.474 Travel oosts, and not this
§200.464 Relooation oosts of employees,
for the purpose of this paragraph if de-
pendents are not permitted at the loca-
tion for any reason and the costs do
not include costs of transporting
household goods.
(d) The following costs related to re-

location are unallowable:
(1) Fees and other costs assooiated

withaoqulr1ng a new home.
(2) A loss on the sale of a former

home.
(3) Continuing mortgage prinoipal

and interest payments on a home being
sold.
(4) Inoome taxes paid by an employee

related to reimbursed relooatdon oosts.
[78 FR 78608, Deo. 26, 2013, as amended at 79
FR 75887,Dec. 19, 2014]

§200.465 Rental costs of real property
and equipment.

(a) Subject to the limitations de-
scribed in paragraphs (b) through (d) of
this seotion, rental coste are allowable
to the extent that the rates are reason-
able in light of such faotors as: rental
coats of comparable property, if any;
market oonditlons in the area; alter-
natives available; and the type, life ex-
peotanoy, oondition, and value of the
property leased. Rental arrangements
should be reviewed periodically to de-
termine if oiroumstances have changed
and other options are available.
(b) Rental oosts under "sale and lease

baok" arrangements are allowable only
up to the amount that would be al-
lowed had the non-Federal entity con-
tinned to own the property. This
amount would include expenses suoh as
depreciation, maintenance, taxes, and
insurance.
(0) Rental oosts under "less-than-

arm's-length" leases are allowable only
up to the amount (as explained in para-
graph (b) of this seotion). For this pur-
pose, a less-than-arm's-length lease is
one under which one party to the lease
agreement is able to oontrol or sub-
stantially influence the aotions of the
other. Suoh leases include, but are not
limited to those between:

(1) Divisions of the non-Federal enti-
ty;

§200.465

(2) The non-Federal entity under
oommon oontrol through common offi-
cers, directors, or members; and
(3) The non-Federal entity and a di-

rector, trustee, gffioer, or key em-
ployee of the non-Federal entity or an
immediate family member, either di-
rectly or through corporations, trusts,
01' similar arrangements in which they
hold a controll1ng 1nterest. For exam-
ple, the non-Federal entity may estab-
lish a separate corporation for the sale
purpose of owning property and leasing
it back to the non-Federal entity.
(4) Family members Include one

party with any of the following rela-
tionships to another party:

(1) Spouse, and parents thereof;
(it) Children, and spouses thereof;
(iii) Parents, and spouses thereof;
(iv) Siblings, and spouses thereof:
(v) Grandparents and grandohildren,

and spouses thereof;
(vi) Domestic partner and parents

thereof, including domestio partners of
any individual in 2 through 5 of this
definition; and
(vii) Any individual related by blood

or affinity whose olose assooiation with
the employee is the equivalent of a
family relationship.
(5) Rental costs under leases which

are required to be treated as oapital
leases under GAAP are allowable only
up to the amount (as explained in para-
graph (b) of this seotion) that would be
allowed had the non-Federal entity
purchased the property on the date the
lease agreement was executed. The pro-
visions of GAAP must be used to deter-
mine whether a lease is a oapital lease.
Interest costs related to capttal leases
are allowable to the extent they meet
the criteria in §200.449 Interest. Unal-
lowable costa inolude amounts paid for
profit, management fees, and taxes
that would not have been Incurred had
the non-Federal entity purchased the
property.

(6) The rental of any property owned
by any individuals or entities affiliated
with the non-Federal entity, to Include
commercial or residential real estate.
for purposes such as the home office
workspace is unallowable.
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considered travel costs in accordance
with §200, 474 Travel costs, and not this

200. 464 Relocation costs of employees, 
for the purpose of this paragraph if de- 
pendents are not permitted at the looa- 

tion for any reason and the costs do
not include costs of transporting
household goods. 

d) The following costs related to re- 
location are unallowable: 

1) Fees and other costs associated

with acquiring a new home. 
2) A loss on the sale of a former

home. 

3) Continuing mortgage principal
and interest payments on a home being
sold. 

4) Income taxes paid by an employee
related to reimbursed relocation costs. 

78 FR 78608, Dec. 26, 2013, as amended at 79

FR 76887, Doe. 19, 20141

200.465 Rental costs of real property
and equipment. 

a) Subject to the limitations de- 

scribed in paragraphs ( b) through (d) of
this section, rental costs are allowable

to the extent tbat the rates are reason- 

able in light of such factors as: rental

costs of comparable property, if any; 
market conditions in the area; alter- 
natives available; and the type, life ex- 

pectanoy, condition, and value of the
property leased. Rental arrangements
should be reviewed periodically to de- 
termine if circumstances have changed
and other options are available. 

b) Rental costs under " sale and lease

back" arrangements are allowable only
up to the amount that would be al- 
lowed had the non - Federal entity con - 
tinued to own the property. This

amount would include expenses such as

depreciation, maintenance, taxes, and

Insurance. 

e) Rental costs under " less -than- 

arm' s- length" leases are allowable only
up to the amount (as explained in para- 
graph ( b) of this section). For this pur- 
pose, a less -than- arm' s - length lease is

one under which one party to the lease
agreement is able to control or sub- 

stantially influence the actions of the
other, Such leases include, but are not

limited to those between: 

1) Divisions of the non - Federal enti- 

ty; 

2) The non - Federal entity under
common control through common offi- 

cers, directors, or members; and

3) The non - Federal entity and a di- 
rector, trustee, officer, or key em- 
ployee of the non - Federal entity or an
immediate family member, either di- 
rectly or through corporations, trusts, 
or similar arrangements in which they
hold a controlling interest. For exam- 
ple, the non - Federal entity may estab- 
lish a separate corporation for the sole

purpose of owning property and leasing
It back to the non - Federal entity. 

4) Family members include one
party with any of the following rela- 
tionships to another party: 

1) Spouse, and parents thereof; 

it) 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 b of this
definition; and

vii) Any individual related by blood
or affinity whose close association with
the employee is the equivalent of a

family relationship. 
5) Rental costs under leases which

are required to be treated as capital

leases under GAAP are allowable only
up to the amount (as explained in para- 
graph ( b) of this section) that would be

allowed had the non - Federal entity
purchased the property on the date the
lease agreement was executed. The pro- 

visions of GAAP must be used to deter- 
mine whether a lease is a capital lease. 

Interest costs related to capital leases

are allowable to the extent they meet
the criteria in §200. 449 Interest. Unal- 
lowable costs include amounts paid for

profit, management fees, and taxes

that would not have been incurred had

the non - Federal entity purchased the
property. 

6) The rental of any property owned
by any individuals or entities affiliated
with the non - Federal entity, to include
commercial or residential real estate, 

for purposes such as the home office

workspace is unallowable. 
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§200.466

§200.466 Scholarships and student aid
costs.

(a) Oosts of soholarships, fellbwships,
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 necessary to the Federal
award;
(2) Tuition remission and other sup-

port are provided in accordance with
established policy of the TIlE and con-
sistently provided in a like manner to
students in return for'simllar activities
conducted under Federal awards as
well as other activities; and
(3) During the academic period, the

student is enrolled in an advanced de-
gree program at a non-Federal entity
or affiliated institution and the activi-
ties of the student in relation to the
Federal award are related to the degree
program; .
(4) The tuition or other payments are

reasonable compensation for the work
performed and are conditioned explic-
itly upon the performanoe of necessary
work; and
(5) It is the TIlE's practice to simi-

larly compensate students under Fed-
eral awards as well as other activities.
(b) Oharges for tuition remission and

other forms of compensation paid to
atudents as, or mIteu of, salaries and
wages must be subject to the reporting
requirements in §200.430 Oompenea-
tion-personal services, and must be
treated as direct or indirect cost in ac-
cordance with the actual work being
performed. Tuition remission may be
charged on an average rate basis. See
also §200.431 Compensation-fringe ben-
efits.

§200.467 Selling and marketing costs.
Oosts of ,selling and marketing any

products or services of the non-Federal
entity (unless allowed under §200.421
Advertdslng' and public rela.tlons.) are
unallowable, except as direct costs,
with prior approval by the Federal

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

awarding agency when necessary for
the performance, of the Federal award.

§200.468 Specialized service facilities.
(a) The costs of servioes provided by

highly complex or specialized, facilities
operated by the non-Federal entity,
such as computing facmtles, wind tun-
nels, and reactors are allowable, pro-
vided the charges for the services meet
the conditions of either paragraphs (b)
01' (c) of this section, and, in addition,
take into account any items of income
or Federal finanoing that qualify as ap-
plicable credits under §200.406 Applica-
ble oredits.
(b) The costs of such servlces, when

material, must be charged direotly to
applicable awards based on actual
usage of the services on the basis of a
schedule of rates or established meth-
odology that:

(1) Does not discriminate between ac-
tivities under Federal awards and other
activities of the non-Federal entity, in-
cluding usage by the non-Federal enti-
ty for internal purposes, and
(2) Is designed to recover only the ag-

gregate costs of the services. The costs
of each service must consist normally
of both its direct costs and its allocable
share of all indirect (F&A) costs. Rates
must be adjusted at least biennially,
and must take into consideration over/
under applied costs of the previous pe-
riod(s).
(c) Where the costs incurred for a

service are not material, they may be
allocated as indireot (F&A) oosts.
(d) Under some extraordinary cir-

cumstances, where it is in the best in-
terest of the Federal Government and
the non-Federal entity to establish al-
ternative oosting arrangement.s, such
arrangements may be worked out with
the Federal cognizant agency for indi-
rect oosts.

§200.469 Student activity costs.
OOBtsincurred for intramural activi-

ties, student publioations, atudent
clubs, and other student aotivities, are
unallowable, unless specifica.Ily pro-
vided for in the Federal award.

§200.470 Taxes (including Value
Added Tax).

(a) For states. local governments and
Indian tribes:
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200.466

200,466 Scholarships and student aid
costa. 

a) Costs of scholarships, fellowships, 
and other programs of student aid at

IHEs 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 necessary to the Federal
award; 

2) Tuition remission and other sup- 
port are provided in accordance with

established policy of the ME and con- 
sistently provided in a like manner to
students in return for'similar activities
conducted under Federal awards as
well as other activities; and

3) During the academic period, the
student is enrolled in an advanced de- 
gree program at a non - Federal entity
or affiliated institution and the activi- 
ties of the student in relation to the
Federal award are related to the degree
program; 

4) The tuition or other payments are
reasonable compensation for the work
performed and are conditioned explic- 

itly upon the performance of necessary
work; and

5) It is the ME' s practice to simi- 
larly compensate students under Fed- 
eral awards as well as other activities. 

b) Charges for tuition remission and
other forms of compensation paid to
students as, or in' lieu of, salaries and
wages must be subject to the reporting
requirements in § 200. 430 Compensa- 
tion— personal services, and must be
treated as direct or indirect cost in ac- 
cordance with the actual work being
performed. Tuition remission may be
charged on an average rate basis. See
also § 200. 431 Compensation— fringe ben- 
efits. 

200.467 Selling and marketing costs. 

Costs of selling and marketing any
products or services of the non - Federal

entity ( unless allowed under § 200. 421
Advertising and public relations.) are
unallowable, except as direct costs, 
with prior approval by the Federal

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

awarding agency when necessary for
the performance, of the Federal award. 

200.466 Specialized service facilities. 

a) The costs of services provided by
highly complex or specialized• facilities
operated by the non - Federal entity, 
such as computing facilities, wind tun- 
nels, and reactors are allowable, pro- 

vided the charges for the services meet
the conditions of either paragraphs ( b) 
or ( c) of this section, and, in addition, 
take into account any items of income
or Federal financing that qualify as ap- 
plicable credits under §200. 400 Applica- 
ble credits. 

b) The costs 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 established meth- 

odology that: 
1) Does not discriminate between ac- 

tivities under Federal awards and other

activities of the non - Federal entity, in- 
cluding usage by the non - Federal enti- 
ty for internal purposes, and

2) Is designed to recover only the ag- 
gregate costs of the services. The costs
of each service must consist normally

of both its direct costs and its allocable
share of all indirect (F &A) costs. Rates
must be adjusted at least biennially, 
and must take into consideration over/ 
under applied costs of the previous pe- 
riod(s). 

e) Where the costs incurred for a

service are not material, they may be
allocated as indirect (F &A) costs. 

d) Under some extraordinary cir- 
cumstances, where it is in the best in- 
terest of the Federal Government and
the non - Federal entity to establish al- 
ternative costing arrangements, such
arrangements may be worked out with
the Federal cognizant agency for indi- 
rect costs. 

200.469 Student activity costs. 

Costs incurred for intramural activi- 
ties, student publications, student

clubs, and other student activities, are

unallowable, unless specifically pro- 

vided for in the Federal award. 

200.470 Taxes ( including Value

Added Tax). 

a) For states, local governments and
Indian tribes: 
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(1) Taxes that a governmental unit is
legally required to pay are allowable,
except for self-assessed taxes that dis-
proportionately affect Federal pro-
grams or changes in tax policies that
disproportionately affect Federal pro-
grams.
(2) Gasoline taxes, motor. vehicle

fees, and other taxes that are in effect
user fees for benefits provided to the
Federal Government are allowable ..
(3) This provision does not restrict

the authority of the Federal awarding
agency to identify taxes where Federal
participation is inappropriate. Where
the identification of the amount of un-
allowable taxes would require an inor-
dinate amount of effort, the cognizant
agency for indirect costs may accept a
reasonable approximation thereof.
(b) For nonprofit organizations and

IHEs:
(1) In general, taxes which 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
which are commensurate with the local
government services received are al-
lowable, except for:
(i) Taxes from which exemptions are

available to the non-Federal entity di-
rectly or which are available to the
non-Federal entity based on an exemp-
tion afforded the Federal Government
and, in the latter case, when the Fed-
eral awarding agency makes available
the necessary exemption certificates,
(U) Special assessments on land

whloh represent capital improvements,
and

(111) Federal income taxes.
(2) Any refund of taxes, and any pay-

ment to the non-Federal entity of in-
terest thereon, which were allowed as
Federal award costs, will be credited
either as a cost reduotion or cash re-
fund, as appropriate, to the Federal
Government. However, any Interest ac-
tually paid 01' oredited to an non-Fed-
eral entity incident to a refund of tax,
interest, and penalty will be paid or
oredited to the Federal Government
only to the extent that such interest
accrued over the period during whiob
the non-Federal entity has been reim-
bursed by the Federal Government for
the taxes, interest, and penalties.

§200.471

(0) Value Added Tax (VAT) Foreign
taxes charged for the purchase of goods
or services that a non-Federal entity is
legally required to pay in country is an
allowable expense under Federal
awards. Foreign tax refunds or applica-
ble oredits under Federal awards refer
to receipts, or reduction of expendi-
tures, which operate to offset or reduce
expense items that are allocable to
Federal awards as direct or indirect
costs. To the extent that sucb oredits
accrued or received by tbe non-Federal
entity relate to allowable cost, these
costs must be oredited to the Federal
awarding agency eitber as costs or cash
refunds. If the costs areoredited 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 tbe foreign
government tax refund for approved ac-
tivities under the Federal award with
prior approval of the Federal awarding
agency.

§200.471 Termination costs.
Termination of a Federal award gen-

erally gives rise to the incurrence of
costs, 01' the need for special treatment
of costs, which would not have arisen
bad the Federal award not been termi-
nated. Oost principles covering these
items are set forth in this seotion.
They are to be used in conjunction
with the other provisions of this part
in termination situations.
(a) The cost of items reasonably usa-

ble on tbe non-Federal entity's other
work must not be allowable unless tbe
non-Federal entity submits evidenoe
that it would not retain such items at
cost without sustaining a loss. In de-
ciding whetber such items are reason-
ably usable on other work of the non-
Federal entity, the Federal awarding
agency should consider the non-Federal
entity's plans and orders for current
and scheduled activity. Oontempora-
neous purchases of common items by
the non-Federal entity must be re-
garded as evidence that such items are
reasonably usable on the non-Federal
entity's other work. Any acceptance of
common items as allocable to the ter-
minated portion of the Federal award
must be limited to the extent that the
quantities of such items on hand, in
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1) Taxes that a governmental unit is

legally required to pay are allowable, 
except for self- assessed taxes that dis- 
proportionately affect Federal pro- 
grams or changes in tax policies that

disproportionately affect Federal pro- 
grams. 

2) Gasoline taxes, motor vehicle

fees, and other taxes that are in effect
user fees for benefits provided to the
Federal Government are allowable. 

3) This provision does not restrict

the authority of the Federal awarding
agency to identify taxes where Federal
participation is inappropriate. Where

the identification of the amount of un- 

allowable taxes would require an inor- 
dinate amount of effort, the cognizant

agency for indirect costs may accept a
reasonable approximation thereof. 

b) For nonprofit organizations and

IHEs: 

1) In general, taxes which 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

which are commensurate with the local

government services received are al- 

lowable, except for: 

i) Taxes from which exemptions are

available to the non - Federal entity di- 
rectly or which are available to the
non- Federal entity based on an exemp- 
tion afforded the Federal Government

and, in the latter case, when the Fed- 

eral awarding agency makes available
the necessary exemption certificates, 

ii) Special assessments on land
which represent capital improvements, 
and

111) Federal income taxes. 

2) Any refund of taxes, and any pay- 
ment to the non - Federal entity of in- 
terest thereon, which were allowed as

Federal award costs, will be credited

either as a cost reduction or cash re- 

fund, as appropriate, to the Federal

Government. However, any interest ac- 
tually paid or credited to an non -Fed- 
eral entity incident to a refund of tax, 
interest, and penalty will be paid or
credited to the Federal. Government

only to the extent that such interest
accrued over the period during which
the non - Federal entity has been reim- 
bursed by the Federal Government for
the taxes, Interest, and penalties. 

200.471

c) Value Added Tax ( VAT) Foreign
taxes charged for the purchase of goods
or services that a non - Federal entity is
legally required to pay in country is an
allowable expense under Federal

awards, Foreign tax refunds or applica- 

ble credits under Federal awards refer

to receipts, or reduction of expendi- 

tures, which operate to offset or reduce
expense items that are allocable to
Federal awards as direct or indirect
costs. To the extent that such credits
accrued or received by the non - Federal
entity relate to allowable cost, these
costs must be credited to the Federal

awarding agency either as costs or cash
refunds. If the costs are .credited back
to the Federal award, the non - Federal
entity may reduce the Federal share of
costs by the amount of the foreign tax
reimbursement, or where Federal

award has not expired, use the foreign
government tax refund for approved ac- 
tivities under the Federal award with
prior approval of the Federal awarding
agency. 

200.471 Termination costs. 

Termination of a Federal award gen- 

erally gives rise to the incurrence of
costs, or the need for special treatment
of costs, which would not have arisen

had the Federal award not been termi- 

nated. Cost principles covering these
items are set forth in this section. 

They are to be used in conjunction
with the other provisions of this part
in termination situations. 

a) The cost of items reasonably usa- 
ble on the non - Federal entity' s other
work must not be allowable unless the
non - Federal entity submits evidence
that it would not retain such items at
cost without sustaining a loss. In de- 
ciding whether such items are reason- 
ably usable on other work of the non- 
Federal entity, the Federal awarding
agency should consider the non - Federal
entity' s plans and orders for current
and scheduled activity. Contempora- 
neous purchases of common items by
the non - Federal entity must be re- 
garded as evidence that such items are

reasonably usable on the non - Federal
entity' s other work. Any acceptance of
common items as allocable to the ter- 
minated portion of the Federal award
must be limited to the extent that the
quantities of such items on hand, in
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transit, and on order are in excess of
the reasonable quantitative require-
ments of other work.
(b) If in a partioular case, despite all

reasonable efforts by the non-Federal
entity, certain oosts cannot be discon-
tinued immediately after the effective
date of termination, such coste are
generally allowable within the limita-
tions set forth in this part, except that
any suoh costs continuing after termi-
nation due to the negligent or willful
failure of the non-Federal entity to dis-
oontinue suoh coste must be unallow-
able,
(0) LOBB of useful value of speetal

tooling, machinery, and equipment is
generally allowable if:
(1) Such special tooling, special ma-

chinery, or equipment is not reason-
ably capable of use in the other work of
the non-Federal entity,
(2) The interest of the Federal Gov-

ernment is proteoted by transfer of
title or by other means deemed appro-
prlate by the Federal awarding agency
(see also §200.313 Equipment, paragraph
(d), and
(3) The loss of useful value for any

one terminated Federal award is lim-
ited to that portion of the acquisition
oost which bears the same ratio to the
total acquisition oost as the termi-
nated portion of the Federal award
bears to the entire terminated Federal
award and other Federal awards for
whioh the speoial tooling, machinery,
or equipment was acquired.
(d) Rental oosts under unexpired

leases are generally allowable where
olearly shown to have been reasonably
necessary for the performance of the
terminated Federal award less the re-
sidual value of such leases, if:
(1) The amount of such rental

claimed does not exceed the reasonable
use value of the property leased for the
period of the Federal award and such
further period as may be reasonable,
and
(2) The non-Federal entity makes all

reasonable efforts to terminate, assign,
settle, or otherwise reduce the oost of
such lease. There also may be included
the cost of alterations of suoh leased
property, provided such alterations
were necessary for the performanoe of
the Federal award, and of reasonable

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

restoration required by the provisions
of the lease.
(e) Settlement expenses including the

following are generally allowable:
(1) Acoounting, legal, clerical, and

similar costs reasonably neoessarv for:
(i) The preparation and presentation

to the Federal awarding agenoy of set-
tlement claims and supporting data
with respect to the terminated portion
of the Federal award, unless the termi-
nation is for cause (see Subpart D-
Post Federal Award Requirements of
this part, §§200.33B Remedies for Non-
complianoe through 200.342 Effects of
Suspension and termination); and

(in 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 01' pro-
duced for the Federal award.

(f) Claims under subawards, Including
the allooable portion of claims whtoh
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
indireot costs may be allooated to the
amount of settlements with contrac-
tors and/or subreoipients, provided that
the amount allocated is otherwise con-
sistent with the basic guidelines con-
tained in §200.414 Indireot (F&A) costs.
The indirect costs so allooated must
exclude the same and similar coste
claimed directly or indireotly as settle-
ment expenses,'

§200.472 Training and education costs.
The cost of tratning and education

provided for employee development is
allowable.

§200.473 Transportation costs.
Costs inourred for freight, express,

cartage, postage,' and other tranepor-
tatton servioes relating either to goods
purchased, in process, or delivered, are
allowable. When such costs can readily
be identified with the items involved,
they may be charged direotly as trans-
portation costs or added to the cost of
such items. Where identification with
the materials received cannot readily
be made, inbound transportation cost
may be oharged to the appropr1ate in-
direct (F&A) cost accounts if the non-
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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 willful

failure of the non - Federal entity to dis- 
continue such costs must be unallow- 
able. 

c) Loss of useful value of special

tooling, machinery, and equipment is
generally allowable if: 

1) Such special tooling, special ma- 
chinery, or equipment is not reason- 
ably capable of use in the other work of
the non - Federal entity, 

2) The interest of the Federal Gov- 
ernment is protected by transfer of
title or by other means deemed appro- 
priate by the Federal awarding agency
see also §200. 313 Equipment, paragraph

d), and

3) The loss of useful value for any
one terminated Federal award is lim- 
ited to that portion of the acquisition
cost which bears the same ratio to the
total acquisition oost as the termi- 
nated portion of the Federal award

bears to the entire terminated Federal
award and other Federal awards for

which the special tooling, machinery, 
or equipment was acquired. 

d) Rental costs under unexpired

leases are generally allowable where
clearly shown to have been reasonably
necessary for the performance of the
terminated Federal award less the re- 
sidual value of such leases, if: 

1) The amount of such rental

claimed does not exceed the reasonable

use value of the property leased for the
period of the Federal award and such

further period as may be reasonable, 
and

2) The non - Federal entity makes all
reasonable efforts to terminate, assign, 
settle, or otherwise reduce the cost of
such lease. There also may be included
the cost of alterations of such leased

property, provided such alterations

were necessary for the performance of
the Federal award, and of reasonable

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

restoration required by the provisions
of the lease. 

e) Settlement expenses including the
following are generally allowable: 

1) Accounting, legal, clerical, and
similar costs reasonably necessary for: 

i) The preparation and presentation

to the Federal awarding agency of set - 
tlement claims and supporting data
with respect to the terminated portion

of the Federal award, unless the termi- 
nation is for cause ( see Subpart D— 
Post Federal Award Requirements of
this part, § §200. 338 Remedies for Non- 

compliance through 200. 342 Effects of
Suspension and termination); and

ii) The termination and settlement
of subawards. 

2) Reasonable costs for the storage, 
transportation, protection, and disposi- 

tion of property provided by the Fed- 
eral Government or acquired or pro- 

duced for the Federal award. 

f) Claims under subawards, including
the allocable portion of claims which

are common to the Federal award and
to other work of the non - Federal enti- 

ty, are generally allowable. An appro- 
priate share of the non - Federal entity' s
indirect costs may be allocated to the
amount of settlements with contrac- 

tors and/ or subrecipients, provided that
the amount allocated is otherwise con- 
sistent with the basic guidelines con- 
tained in §200. 414 Indirect (F &A) costs. 
The indirect costs so allocated must
exclude the same and similar costs

claimed directly or indirectly as settle- 
ment expenses.' 

200.472 Training and education costs. 

The cost of training and education
provided for employee development is
allowable. 

200.473 Transportation costs. 

Costs incurred for freight, express, 
cartage, postage, and other transpor- 

tation services relating either to goods
purchased, in process, or delivered, are

allowable. When such costs can readily
be identified with the items involved, 

they may be charged directly as trans- 
portation costs or added to the cost of

such items. Where identification with

the materials received cannot readily
be made, inbound transportation cost

may be charged to the appropriate in- 
direct (F &A) cost accounts if the non- 
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Federal entity follows a oonsistent, eq-
uitable prooedure in this respect. Out-
bound freight, if reimbursable under
the terms and conditions of the Federal
award, should be treated as' a direct
cost.

§200.474 Travel costs.
(a) General. Travel oosts are the ex-

penses for transportation, lodging. sub-
sistence, and related items incurred by
employees who are in travel status on
official business of the non-Federal en-
tity. Such costs may be charged on an
actual cost basts, on a per diem or
mileage basis in lieu of actual costs in-
curred, 01' on a oombination of the two,
provided the method used is applied to
an entire trip and not to selected days
of the trip, and results in charges con-
sistent with those normally allowed in
like circumstances in the non-Federal
entitv's non-federal ly-funded aotdvitfes
and in aooordanoe with non-Federal en-
tity's written travel reimbursement
ponoies. Notwithstanding the provi-
sions of §200.444 General oosts of gov-
ernment, travel costs of offioials cov-
ered by that seotion are allowable with
the prior written approval of the Fed-
eral awarding agenoy or pass-through
entity when they are 8pecifioally re-
lated to the Federal award.
(b) Lodging and subsistence. Costs in-

curred by employees and officers for
travel, including costs oflodging, other
subsistenoe, and inoidental expenses,
must be considered reasonable and oth-
erwise allowable only to the extent
such costs do not exceed charges nor-
mally allowed by the non-Federal enti-
ty in its regular operations as the re-
sult of the non-Federal entity's written
travel polioy. In addition, if these costs
are charged directly to the Federal
award documentation must justify
tbat:

(1) Participation of the individual is
neoessary to the Federal award: and
(2) The coste are reasonable and con-

sistent with non-Federal entity's es-
tablished travel poltoy.
(0)(1) Temporary dependent care

costs (as dependent is defined in 26
U.S.C. 152) above and beyond regular
dependent care that direotly results
from travel to oonferences is allowable
provided that: '

§200.474

(1)The costs are a direct result of the
individual's travel for the Federal
award;

(11) The costs are cons1stent with the
non-Federal entity's dooumented trav-
el polioy for all entity travel; and
(iii) Are only temporary during the

travel period.
(2) Travel costs for dependents are

unallowable, except for travel of dura-
tion of six months or more with prior
approval of the Federal awarding agen-
cy. See also §200,432 Conferences.
(d) In the absence of an acceptable,

written non-Federal entity policy re-
garding travel costs, the rates and
amounts established under 5 U.S.C.
5701-11, ("Travel and Subsistenoe Ex-
penses; Mileage Allowances"), or by
the Administrator of General Services,
01' by the' President (or his or her des-
ignee) pursuant to any provisions of
such subchapter must apply to travel
under Federal awards (48 CFR 31.20&-
46(a».
(e) Commercial air travel. (1) Airfare

costs in excess of the basic least expen-
sive unrestricted aocommodations
class offered by commercial airlines
are unallowable except when such ac-
oommodations would:
(i) Require cirouitous routing:
(11) Require travel during unreason-

able hours;
(iii) Excessively prolong travel;
(iv) Result in additional costs that

would offset the transportation sav-
ings; or
(v) Offer aooommodations not reason-

ably adequate for the traveler's med-
ioal needs. The non-Federal entity
must justify and dooument these condi-
tions on a case-by-case basis in order
for the use of first-olass or bustness-
class airrare to be allowable in such
oases.
(2) Unless a pattern of avoidance is

detected, the Federal Government will
generally not question a non-Federal
entity's determinations that cus-
tomary standard airfare or other dis-
count airfare is unavailable for speoific
trips if the non-Federal entity can
demonstrate that such airfare was not
available in the specific case.

(f) Air travel by other than commercial
carrier. Costs of travel by non-Federal
entity-owned, -teased, or -ohartersd
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Federal entity follows a consistent, eq- 
uitable procedure in this respect. Out- 

bound freight, if reimbursable under

the terms and conditions of the Federal

award, should be treated as a direct

cost. 

200.474 Travel costs. 

a) General. Travel costs are the ex- 

penses for transportation, lodging, sub- 
sistence, and related items incurred by
employees who are in travel status on

official business of the non - Federal en- 

tity. Such costs may be charged on an
actual cast basis, on a per diem or

mileage basis in lieu of actual costs in- 

curred, or on a combination of the two, 

provided the method used is applied to

an entire trip and not to selected days
of the trip, and results in charges con- 
sistent with those normally allowed in
like circumstances in the non - Federal

entity' s non - federally- funded activities
and in accordance with non- Federalen- 
tity's written travel reimbursement
policies. Notwithstanding the provi- 
sions of § 200. 444 General costs of gov- 

ernment, travel costs of officials cov- 

ered by that section are allowable with
the prior written approval of the Fed- 

eral awarding agency or pass - through
entity when they are specifically re- 
lated to the Federal award. 

b) Lodging and subsistence, Costs in- 
curred by employees and officers for
travel, including costs of lodging, other
subsistence, and incidental expenses, 
must be considered reasonable and oth- 

erwise allowable only to the extent
such costs do not exceed charges nor- 

mally allowed by the non - Federal enti- 
ty in its regular operations as the re- 
sult of the non - Federal entity' s written
travel policy. In addition, if these costs
are charged directly to the Federal
award documentation must justify
that: 

1) Participation of the individual is

necessary to the Federal award; and
2) The costs are reasonable and con- 

sistent with non - Federal entity's es- 
tablished travel policy. 

c)( 1) Temporary dependent care
costs ( as dependent is defined in 26
U. S. C. 152) above and beyond regular

dependent care that directly results
from travel to conferences is allowable

provided that: 

i) The costs are a direct result of the

individual' s travel for the Federal

award; 

ii) The costs are consistent with the

non - Federal entity' s documented trav- 
el policy for all entity travel; and

iii) Are only temporary during the
travel period. 

2) Travel costs for dependents are

unallowable, except for travel of dura- 

tion of six months or more with prior

approval of the Federal awarding agen- 
cy. See also §200. 432 Conferences. 

d) In the absence of an acceptable, 

written non - Federal entity policy re- 
garding travel costs, the rates and
amounts established under 5 U. S. C. 

5701 -11, ( " Travel and Subsistence Ex- 

penses; Mileage Allowances "), or by
the Administrator of General Services, 

or by the President ( or his or her des- 
ignee) pursuant to any provisions of
such subchapter must apply to travel
under Federal awards ( 43 CFR 31. 205 - 
46( a)). 

e) Commercial air travel. ( 1) Airfare

costs in excess of the basic least expen- 

sive unrestricted accommodations

class offered by commercial airlines
are unallowable except when such ac- 

commodations would: 

i) Require circuitous routing; 
ii) Require travel during unreason- 

able hours; 

iii) Excessively prolong travel; 
iv) Result in additional costs that

Would offset the transportation sav- 
ings; or

v) Offer accommodations not reason- 

ably adequate for the traveler's med- 
ical needs. The non - Federal entity
must justify and document these condi- 
tions on a case -by -case basis in order
for the use of first -class or business - 
class airfare to be allowable in such

cases. 

2) Unless a pattern of avoidance is
detected, the Federal Government will

generally not question a non- Federal
entity's determinations that cus- 

tomary standard airfare or other dis- 
count airfare is unavailable for specific

trips if the non - Federal entity can
demonstrate that such airfare was not

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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§200.475

aircraft include the cost of lease, char-
ter, operation (including personnel
costa), maintenance, depreoiation, in-
surance, and other related costs. The
portion of such costs that exceeds the
cost of airfare as provided for in para-
graph (d) of this section, is unallow-
able.
['76 FR 76608, Dec. 26, 2013, as amended at 79
FR 75887,Den. 19, 2014]

§200.475. Tru.stees.
Travel and subsietence costs of trust-

ees (or direotors) at lHEs and nonprofit
organizations are allowable. See also
§200.474Travel costs.

Subpart F-Audit Requirements
GENERAL

§200.500 Purpose.
This part sets forth standarde for ob-

taining consistency and uniformity
among' Federal agencies for the audit
of non-Federal entities expending Fed-
eral awards.

AUDITS

§ 200.501 Audit requirements.
(a) Audit required. A non-Federal enti-

ty that expends $760,000or more during
the non-Federal entity's fiscal year in
Federal awards must have a single or
program-speotrio audit conducted for
that year in accordance with the provi- .
sions of this part.
(b) Single audit. A non-Federal entity

that expends $750,000or more during
the non-Federal entity's fisoal year in
Federal awards must have a single
audit conducted in accordance with
§200.514SOOPfl of audtt except when it
elects to have a prograrn-speciric audit
oonduoted in accordance with para-
graph (c) of this section.
(c) Program-specific audit election.

When an auditee expends Federal
awards under only one Federal pro-
gram (excluding R&D) and the Federal
program's statutes, regulations, or the
terms and oondi tions of the Federal
award do not require a. financial state-
ment audit of the auditee, the audltee
may eleot to have a program-speoific
audit conducted in accordance with
§200.507Program-specific audits. A pro-
gram-speoiflc audit may not be eleoted

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

for R&D unless all of the Federal
awards expended were received from
the same Federal agency, or the same
Federal agency and the same pass-
through entity, and that Federal agen-
cy, or pass-through entity In the oase
of a subrecipient, approves inadvanoe
a program-speoific audit.
(d) Exemption when Federal awards ex-

pended are less than $750,000. A non-Fed-
eral entity that expends less than
$750,000during the non-Federal entity's
fiscal year in Federal awards is exempt
from Federal audit requirements for
that year, except all noted in §200.503
Relation to other audit requirements,
but records must be available for re-
view or audit by appropriate offioials
of the Federal agenoy, pass-through en-
tity, and Government Acoountability
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 separate entity for pur-
poses of this part.
(f) Subreoipients and Contraotors. An

auditiee ma,y simultaneously be a re-
oipienb, a.' subreoipient, and a con-
tractor. Federal awards expended as a
recipient 01' a subrecipient are aubject
to audit under this part, The payments
received for goods or services provided
as a contractor are not Federal awards.
Section §200.830Subreoipient and con-
tractor determinations sete forth the
consideratious in determining whether
payments oonstitute a Federal award
or a payment for goods or services pro-
vided as a contractor.
(g) Compliance responsibility for con-

tractors. In most oases, the auditee's
compliance responsibility 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 of Federal awards. Federal
award compltanoe requirements nor-
mally do not pass through to contrac-
tors. However, the auditee is respon-
sible for ensuring oomplianoe for pro-
ourement transactions which are struc-
tured such that the oontractor 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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200.476

aircraft include the cost of lease, char- 
ter, operation ( including personnel
costs), maintenance, depreciation, in- 

surance, and other related costs. The
portion of such costs that exceeds the
cost of airfare as provided for in para- 
graph ( d) of this section, is unallow- 
able. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76887, Dec. 19, 20141

200.475 T wtees. 

Travel and subsistence costs of trust- 

ees ( or directors) at IHEs and nonprofit
organizations are allowable. See also

200, 474 Travel costs. 

Subpart F ® Audit Requirements

GENERAL

200.500 Purpose. 

This part sets forth standards for ob- 

taining consistency and uniformity
among Federal agencies for the audit
of non - Federal entities expending Fed- 
eral awards. 

AUDrrs

200.501 Audit requirements. 

a) Audit required. A non - Federal enti- 

ty that expends $760, 000 or more during
the non - Federal entity' s fiscal year in
Federal awards must have a single or
program - specific audit conducted for
that year in accordance with the provi- 
sions of this part. 

b) Single audit. A non - Federal entity
that expends $ 760, 000 or more during
the non - Federal entity' s fiscal year in
Federal awards must have a single
audit conducted in accordance with

200, 614 Scope of audit except when it
elects to have a program- specific audit
conducted in accordance with para- 
graph ( c) of this section. 

c) Program - specific audit election. 

When an auditee expends Federal
awards under only one Federal pro- 
gram ( excluding R& D) and the Federal
program' s statutes, regulations, or the
terms and conditions of the Federal

award do not require a financial state- 

ment audit of the auditee, the auditee

may elect to have a program- specific
audit conducted in accordance with

200. 607 Program - specific audits. A pro- 
gram- specific audit may not be elected

2 CFR Ch. II ( 1 - 1 - 16 Edliion) 

for R& D unless all of the Federal

awards expended were received from

the same Federal agency, or the same
Federal agency and the same pass - 
through entity, and that Federal agen- 
cy, or pass- 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 $750, 000. A non -Fed- 

eral entity that expends less than
750, 000 during the non - Federal entity' s

fiscal year in Federal awards is exempt
from Federal audit requirements for
that year, except as noted in § 200. 603
Relation to other audit requirements, 

but records must be available for re- 
view or audit by appropriate officials
of the Federal agency, pass- through en- 
tity, and Government Accountability
Office ( GAO). 

e) Federally Funded Research and De- 
velopment Centers ( FFRDC). Manage- 

ment of an auditee that owns or oper- 

ates a FFRDC may elect to treat the
FFRDC as a separate entity for pur- 
poses of this part. 

f) Subrecipients and Contractors. An

auditee may simultaneously be a re- 
cipient, a' subrecipient, and a con- 

tractor, Federal awards expended as a

recipient or a subrecipient are subject

to audit under this part, The payments
received for goods or services provided

as a contractor are not Federal awards. 
Section § 200. 330 Subrecipient and con- 
tractor determinations sets forth the

considerations in determining whether
payments constitute a Federal award
or a payment for goods or services pro- 

vided as a contractor. 

g) Compliance responsibility for con- 
tractors. In most cases, the auditee' s

compliance responsibility 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 of Federal awards. Federal

award compliance requirements nor- 

mally do not pass through to contrac- 
tors. However, the auditee is respon- 
sible for ensuring compliance for pro- 
curement transactions which are struc- 

tured such that the contractor is re- 
sponsible for program compliance or

the contractor' s records must be re- 
viewed to determine program compli- 

ance. Also, when these procurement
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transactions relate to a major pro-
gram, the scope of the audit must in-
elude determining whether these trans-
aotions are in oomplianoe with Federal
statutes, regulations, and the terms
and oonditions of Federal awards.
(h) For-profit subrecipient. Sinoe this

part does not apply to for-profit sub-
recipients, the pass-through entity is
responsible' for establishing require-
ments, as necessary, to ensure compll-
anoe by for-profit subrecipients. The
agreement with the for-profit sub-
reoipient must desoribe applicable
compliance requirements and the for-
profit subrecipient's compliance re-
sponsibility. Methods to ensure complf-
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 paas-
through entities.
[78 FR 78608. Dec. 26. 2013. as amended at 79
FR 76B87,Dec. 19. 2014)

§200.502 Bjlsis tor determlmng Fed-
eral awards expended.

(a) Determining Federal awards ex-
pended. The determination of when a
Federal award is expended must be
based on when the aotivity related to
the Federal award occurs. Generally,
the aotivity pertains to events that re-
quire the non-Pederal entity to comply
with Federal statutes, rsgulatdons, and
the terms and conditions of Federal
awards, such as: expenditure/expense
transactions associated with awards in-
cluding grants, cost-reimbursement
contracts under the FAR, compacts
with Indian Tribes, cooperative agree-
ments, and direct appropriations; the
disbursement of funds to subreoipients;
the use of loan prooeeds under loan and
loan guarantee programs; the receipt of
property; the reoeipt of surplus prop-
erty; the reoeipt 01' use of program in-
come; the distribution 01' use of food
commodities; the disbursement of
amounts entitling the non-Federal en-
tity to an interest subsidy; and the pe-
riod when insurance is in foroe.
(b) Loan and. loan guarantees (loans).

Since the Federal Government is at
risk for loans until the debt is repaid,
the following guidelines must be used
to calculate the value of Federal
awards expended under loan programs,

§200.502

except as noted in paragraphs (c) and
(d) of this seotion:
(1) Value of new loans made 01' re-

celved during the audit period; plus
(2) Beginning of the audit period bal-

ance of loans from previous years for
which the Federal Government imposes
continuing compltanoe requirements;
plus
(3) Any interest subsidy, cash, 01' ad-

ministrative cost allowance received.
(c) Loan and loan guarantees (loans) at

IHEs. When loans are made to students
of an IRE but the IRE does not make
the loans, then only the value of loans
made during the audit period must be
oonsidered 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 prooeeds of whioh
were received and expended in prior
years, are not oonsidered Federal
awards expended under this part when
the Federal statutes, regulations, and
the terms and conditions of Federal
awards pertaining to suoh loans impose
no continuing compliance require-
ments other than to repay the loans.
(e) Endowment funds. The cumulative

balance of Federal awards for endow-
ment funds that are federa,lly re-
stricted are considered Federal awards
expended in each audit period in which
the funds are still restrioted.

(f) Free rent. Free rent received by
itself is not considered a Federal award
expended under this part. However, free
rent received as part of a Federal
award to carry out a Federal program
must be included in determining Fed-
eral awards expended and subjeot to
audit under this part.
(g) Valuing non-cash assistance. Fed-

eral non-cash assistance, such as free
rent, food commodities, donated prop-
erty, or donated surplus property, must
be valued at fair market value at the
time of receipt or the assessed value
provided by the Federal agency.
(h) Medicare. Medicare payments to a

non-Federal entity for providing pa-
tient care servioes to Medicare-eligible
individuals are not considered Federal
awards expended under this part. .
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transactions relate to a major pro- 
gram, the scope of the audit must in- 

olude determining whether these trans- 
actions are in compliance with Federal

statutes, regulations, and the terms
and conditions of Federal awards. 

h) For-profit subrecipient. Since this

part does not apply to for - profit sub- 
recipients, the pass- through entity is
responsible for establishing require- 
ments, as necessary, to ensure compli- 
ance by for - profit subrecipients. The
agreement with the for - profit sub- 
recipient must describe applicable

compliance requirements and the for - 
profit subrecipient' s compliance re- 

sponsibility. Methods to ensure compli- 
ance for Federal awards made to for - 

profit subrecipients may include pre - 
award audits, monitoring during the
agreement, and post -award audits. See
also § 200. 331 Requirements for pass - 

through entities. 

78 FR 78608, Dec. 26, 2013, as amended at 79

FR 76887, Dec. 19, 20141

200.502 Basis for determining Fed- 
eral awards 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 pertains to events that re- 
quire the non - Federal entity to comply
with Federal statutes, regulations, and

the terms and conditions of Federal
awards, such as: expenditure /expense

transactions associated with awards in- 

cluding grants, cost - reimbursement

contracts under the FAR, compacts

with Indian Tribes, cooperative agree- 
ments, and direct appropriations; the
disbursement of funds to subrecipients; 

the use of loan proceeds under loan and

loan guarantee programs; the receipt of

property; the receipt of surplus prop- 
erty; the receipt or use of program in- 
come; the distribution or use of food

commodities; the 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, 

except as noted in paragraphs ( c) and
d) of this section: 

1) Value of new loans made or re- 

ceived during the audit period; plus
2) Beginning of the audit period bal- 

ance of loans from previous years for
which the Federal Government imposes

continuing 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 IHI, but the IHE does not make

the loans, then only the value of loans
made during the audit period must be
considered Federal awards expended in
that audit period. The balance of loans
for previous audit periods is not in- 
oluded 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 compliance require- 

ments other than to repay the loans. 
e) Endowment funds. The cumulative

balance of Federal awards for endow- 

ment funds that are federally re- 
stricted are considered Federal awards

expended in each audit period in which
the funds are still restricted. 

f) Free rent. Free rent received by
itself is not considered a Federal award

expended under this part. However, free
rent received as part of a Federal

award to carry out a Federal program
must be included in determining Fed- 
eral awards expended and subject to
audit under this part. 

g) Valuing non -cash assistance. Fed- 
eral non -cash assistance; such as free

rent, food commodities, donated prop- 
erty, or donated surplus property, must
be valued at fair market value at the
time of receipt or the assessed value

provided by the Federal agency. 
h) Medicare. Medicare payments to a

non - Federal entity for providing pa- 
tient care services to Medicare - eligible
individuals are not considered Federal

awards expended under this part. 
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§200.503

(1) Medicaid. Medioaid payments to a
subreolpient for providing patient oare
services to Medioaid-eligible individ-
uals are not considered Federal awards
expended under this part unless a state
requires the funds to be treated as Fed-
eral awards expended because reim- .
bursement is on a oost-reimbursement
basis.
(j) Certain loans provided by the Na-

tional Credit Union Administration. For
purposes of this part, loans made from
the National Credit Union Share Insur-
anoe Fund and the Oentral Liquidity
Faoility that are funded by oontrlbu-
tiona from insured non-Federal entities
are not oonsidered Federal awards ex-
pended.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76887,Dec. 19,2014]

§200.503 Relation to other audit reo
quirements.

(a) An audit oonduoted 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 FederaJ. statute
or regulation. To the extent that such
audit provides a Federal agenoy with
the information it requires to carry
out its responsibilities under Federal
statute 01' regulation, a Federal agency
must rely upon and use that informa-
tion.
(b) Notwithstanding subseotion (a), a

Federal agenoy, Inspeotors General, or
GAOmay oonduct or arrange for addi-
tional audits whioh are neoessary to
oarry out its responatbilttdes under
Federal statute or regulatdon. The pro-
visions of this part do not authorize
any non-Federal entity to constrain, in
any manner, such Federal agency from
oarrying out or arranging for suoh ad-
diuional audits, except that the Federal
ag'enoy must plan such audits to not be
duplioative of other audits of Federal
awards. Prior to commencing such an
audi t, the Federal agency or pass-
through entity must review the FAC
for recent audits submitted by the non-
Federal entity, and to the extent such
audits meet a Federal agency or pass-
through entity's needs, the Federal
agency or pass-through entity' must
rely upon and use such audits. Any ad-
ditional audits must be planned and
performed in such a way as to build

2 CFRCh. II (1-1'-15 Edillon)

upon work performed, inoluding the
audit dooumentation, sampling, and
testing already performed, by other
auditors.
(c) The provisions of this part do not

limit the authority of Federal agencies
to conduct, or arrange for the conduct
of, audits and evaluations of Federal
awards, nor limit the authority of any
Federal agency Inspector General or
other Federal official. For example, re-
quirements that .may be applicable
under the FARoI' CAS and the terms
and oonditions of a cost-reimbursement
contract may include additional appli-
cable audits to be oonduoted or ar-
ranged for by Federal agenofes.
(d) Federal agenoy to pay for addi-

tional audits. A Federal agency that
conducts or arranges for additional au-
dits must, consistent with other appli-
cable Federal statutes and regulations,
arrange for funding the full cost of
such additional audits. .
(e) Request for a program to be au-

dited as a major program. A Federal
awarding agency may request that an
auditee have a particular Federal pro-
gram audited as a major program in
lieu of the Federal awarding agency
oonducting or arranging for the addi-
tional audits. To allow for planning,
such requests should be made at least
180 calendar days prior to the end of
the fisoal year to be audited. The
auditee, after consultation with its
audttor, should promptly respond to
such a request by informing the Fed-
eral awarding agenoy whether the pro-
gram would otherwise be audited as a
major program using the risk-based
audit approach desoribed in §200.518
Major program determination and, if
not, the estimated inoremental oost.
The Federal awarding agenoy must
then promptly confirm to the auditee
whether it wants the program audited
as a major program. If the program is
to be audited as a major program based
upon this Federal awarding agency re-
quest, and the Federal awarding agen-
oy agrees to pay the full Incremental
costs, then the auditee must have the
program audited as a major program. A
pass-through entity may use the provi-
sions of this paragraph for a sub-
rectpient,
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200.603

i) Medicaid. Medicaid payments to a
subrecipient for providing patient care
services to Medicaid- eligible individ- 
uals are not considered Federal awards
expended under this part unless a state

requires the funds to be treated as Fed- 
eral awards expended because reim- 
bursement is on a cost- reimbursement

basis. 

j) Certain loans provided by the Na- 
tional Credit Union Aftinistration, For
purposes of this part, loans made from
the National Credit Union Share Insur- 

ance Fund and the Central Liquidity
Facility that are funded by contribu- 
tions from insured non - Federal entities
are not considered Federal awards ex- 
pended. 

78 FR 78608, Dec. 26, 2013, as amended at 78
FR 76887, Dec. 10, 20141

200.503 Relation to other audit re- 
quirements. 

a) An audit conducted in accordance
with this part must be in lieu of any fi- 
nancial audit of Federal awards which
a non - Federal entity is required to un- 
dergo under any other Federal statute
or regulation. To the extent that such
audit provides a Federal agency with
the information it requires to carry
out its responsibilities under Federal

statute or regulation, a Federal agency
must rely upon and use that Informa- 
tion, 

b) Notwithstanding subsection (a), a
Federal agency, Inspectors General, or
GAO may conduct or arrange for addi- 
tional audits which are necessary to
carry out its responsibilities under
Federal statute or regulation. The pro- 
visions of this part do not authorize

any non - Federal entity to constrain, in
any manner, such Federal agency from
carrying out or arranging for such ad- 
ditional audits, except that the Federal

agency must plan such audits to not be
duplicative of other audits of Federal
awards. Prior to commencing such an
audit, the Federal agency or pass - 
through entity must review the FAC
for recent audits submitted by the non - 
Federal entity, and to the extent such
audits meet a Federal agency or pass - 

through entity' s needs, the Federal
agency or pass- through entity must
rely upon and use such audits. Any ad- 
ditional audits must be planned and
performed in such a way as to build

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

upon work performed, including the
audit documentation, sampling, and

testing already performed, by other
auditors. 

c) The provisions of this part do not

limit the authority of Federal agencies
to conduct, or arrange for the conduct

of, audits and evaluations of Federal
awards, nor limit the authority of any

Federal agency Inspector General or
other Federal official. For example, re- 

quirements that , may be applicable
under the FAR or CAS and the terms
and conditions of a cost - reimbursement

contract may include additional appli- 
cable audits to be conducted or ar- 

ranged for by Federal agencies. 
d) Federal agency to pay for addi- 

tional audits. A Federal agency that
conducts or arranges for additional au- 

dits must, consistent with other appli- 

cable Federal statutes and regulations, 

arrange for funding the full cost of
such additional audits. 

e) Request for a program to be au- 
dited as a major program. A Federal

awarding agency may request that an
auditee have a particular Federal pro- 
gram audited as a major program in
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 days prior to the end of
the fiscal year to be audited. The
auditee, after consultation with its

auditor, should promptly respond to
such a request by informing the Fed- 
eral awarding agency whether the pro- 
gram would otherwise be audited as a
major program using the risk -based
audit approach described in § 200. 518

Major program determination and, if
not, the estimated incremental cost. 

The Federal awarding agency must
then promptly confirm to the auditee
whether it wants the program audited

as a major program. If the program is
to be audited as a major program based
upon this Federal awarding agency re- 
quest, and the Federal awarding agen- 
cy agrees to pay the full incremental
costs, then the auditee must have the
program audited as a major program. A

pass- through entity may use the provi- 
sions of this paragraph for a sub - 
recipient. 
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§200.504 Frequency of audits.
Except for the provisions for biennial

audits provided in paragraphs (a) and
(b) of this section, audits required by
this part must be performed annually.
Any biennial audit must cover both
years within the biennial period.

(a) A state, local government, or In-
dian tribe that is required by constitu-
tion or statute, in effect on January 1,
1987, to undergo its audits less fre-
quently than annually, is permitted to
undergo its audits pursuant to this
part biennially. 'rhis requirement must
still be in effeot for the bienni!11period.

(b) Any nonprofit organization that
had biennial audits for all biennial pe-
rioda ending between July 1, 1992,and
January 1, 1995,is permitted to under-
go its audits pursuant to this part bi-
ennially.

§200.505 Sanctions.
In oases of continued inability 01' un-

willingness to have an audit conducted
in accordance with this part, Federal'
agencies and pass-through entities
must take appropriate aotion as pro-
vided in §200.338 Remedies for non-
compliance.
§200.506 Audit costs.

See §200.425Audit servioes.

§200.507 Program-specific audits.
(a) Program-specific audit guide avail-

able. In many cases, a program-speoifio
audit guide will be available to provide
speoific guidance to the auditor with
respect to internal controls, complt-
ance requirements, suggested audit
procedures, and audit reporting re-
quirements. A listing of ourrent pro-
gram-specific audit guides oan be found
in the oomplianoe supplement begin-
ning with the 2014supplement includ-
ing Federal awarding agenoy contact
information and a Web site where a
copy of the guide can be obtained.
When a ourrent program-speciffc audit
guide is available, the auditor must
follow GAGAS and the guide when per-
forming a program-speoifio audit.

(b) Program-specific audit guide not
available. (1) When a current program-
speoifio audit guide is not available,
the auditee and auditor must have ba-
sically the same responsibilities for the

§200.507

Federal program as they would have
for an audit of a major program in a
single audi t.

(2) The auditee must prepare the fi-
nancial statement(s) for the Feder-al
program that includes, at a minimum,
a schedule of expenditures of Federal
awards for the program and notes that
describe the significant accounting
policies used in preparing the schedule,
a summary schedule of prior audit find-
ings oonsistent with the requirements
of §200.511 Audit, findings follow-up,
paragraph (b), and a corrective aotion
plan consistent with the requirements
of §200.611 Audit findings follow-up,
paragraph (0).

(3) The auditor must:
(i) Perform an audit of the financial

statement(s) for the Federal program
in accordance with GAGAS;

(ii) Obtain an understanding of inter-
nal controls and perform tests of inter-
nal oontrols over the Federal program
oonsistent with the requirements of
§200.514Scope of audit, paragraph (0)
for a major program;

(11i)Perform prooedures to determine
whether the auditee has complied with
Federal statutes, regulations, and the
terms and oonditions of Federal awards
that oould have a direct and material
effect on the Federal, program oon-
sistent with the requirements of
§200.514Soope of audit, paragraph (d)
for a major program;

(tv) Follow up on prior audit findinge,
perform procedures to assess the rea-
sonableness of the summary schedule
of prior audit findings prepared by the
audttee in accordance with the require-
ments of §200.611Audit findings follow-
un, and report, as a ourrent year audit
finding, when the auditor concludes
that the summary schedule of prior
audit findhigs materially misrepre-
sents the status of any prior audit find-
ing; and

(v) Report any audit findings con-
sistent with the requirements of
§200.516Audit findings.

(4) The auditor's report(s) may be in
the form of either oombined or sepa-
rate reports and may be organized dif-
ferently from the manner presented in
this section. The auditor's report(s)
must state that the audit was con-
duoted in accordance with this part
and include the following:
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200.504 Frequency of audits. 

Except for the provisions for biennial
audits provided in paragraphs ( a) and

b) of this section, audits required by
this part must be performed annually. 

Any biennial audit must cover both
years within the biennial period. 

a) A state, local government, or In- 
dian tribe that is required by constitu- 
tion or statute, in effect on January 1, 
1987, to undergo its audits less fie - 
quently than annually, is permitted to
undergo its audits pursuant to this
part biennially. This requirement must
still be in effect for the biennial period. 

b) Any nonprofit organization that
had biennial audits for all biennial pe- 
riods ending between July 1, 1992, and
January 1, 1995, is permitted to under- 
go its audits pursuant to this part bi- 
ennially. 

200.505 Sanctions. 

In cases of continued inability or un- 
willingness to have an audit conducted

in accordance with this part, Federal
agencies and pass - through entities
must take appropriate action as pro- 
vided in § 200. 838 Remedies for non- 
compliance. 

200.506 Audit costs. 

See § 200. 425 Audit services. 

200.507 Program-specific audits. 

a) Program - specific audit guide avail- 

able. In many cases, a program- specific
audit guide will be available to provide
specific guidance to the auditor with
respect to internal controls, compli- 

ance requirements, suggested audit

procedures, and audit reporting re- 

quirements. A listing of current pro- 
gram- specific audit guides can be found
in the compliance supplement begin- 
ning with the 2014 supplement includ- 
ing Federal awarding agency contact
information and a Web site where a

copy of the guide can be obtained. 
When a current program - specific audit

guide is available, the auditor must
follow GAGAS and the guide when per- 

forming a program - specific audit. 
b) Program - specific audit guide not

available. ( 1) When a current program- 

specific audit guide is not available, 
the auditee and auditor must have ba- 
sically the same responsibilities for the

200.607

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 audit find- 
ings consistent with the requirements
of § 200, 611 Audit. findings follow -up, 
paragraph ( b), and a corrective action

plan consistent with the requirements

of § 200. 611 Audit findings follow -up, 
paragraph (c). 

3) The auditor must; 
f) Perform an audit of the financial

statement(s) for the Federal program
in accordance with GAGAS; 

ii) Obtain an understanding of inter- 
nal controls and perform tests of inter- 
nal controls over the Federal program
consistent with the requirements of

200. 614 Scope of audit, paragraph ( c) 
for a major program; 

iii) Perform procedures to determine
whether the auditee has complied with
Federal statutes, regulations, and the
terms and conditions of Federal awards

that could have a direct and material
effect on the Federal program con- 

sistent with the requirements of

200. 514 Scope of audit, paragraph ( d) 
for a major program; 

iv) Follow up on prior audit findings, 
perform procedures to assess the rea- 
sonableness of the summary schedule
of prior audit findings prepared by the
auditee in accordance with the require- 
ments of §200.511 Audit findings follow - 
up, and report, as a current year audit
finding, when the auditor concludes
that the summary schedule of prior
audit findings materially misrepre- 
sents the status of any prior audit find- 
ing; and

v) Report any audit findings con- 
sistent with the requirements of

200. 616 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 audit was con - 
duoted in accordance with this part
and include the following; 
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§200.508

(1) An opinion (or disolaimer of opin-
ion) as to whether the financial state-
mentes) of the Federal program is pre-
sented fairly in all material respects in
accordance with the stated aocounting
polioiea:

(ii) A report on internal oontrol re-
lated to the Federal program, whioh
must describe the scope of testing of
internal control and the results of the
tests;

(iii) A report on oomplianoe which in-
cludes an opmton (or dtsoladmer of
opinion) as to whether the auditee
complied with laws, regulations, and
the terms and oonditions of Federal
awards which could have a direct and
material effeot on the Federal pro-
gram; and

(iv) A sohedule of findings and ques-
tioned costs for the Federal program
that includes a summary of the audi-
tor's results relative to the Federal
program in a format oonsistent with
§2oo.515 Audit reporting, paragraph
(d)(l) and findings and questioned costa
consistent with the requirements of
§200.516 Audit reporting, paragraph
(d)(3).

(0) Report submission for program-spe-
cific audits; (1) The audit must be com-
pleted and the reporting required by
paragraph (0)(2) or (0)(3) of this seotion
submitted within the earlier of 30 cal-
endar days after reoeipt of the audi-
tor's report(s), 01' nine months after
the end of the audit period, unless a
different period is speoified in a pro-
gram-speotfto audit guide. Unless re-
strioted by Federal law or regulation,
the auditee must make report copies
available for publio inspeotion.
Auditees and auditors must ensure
that their respeotdve parts of the re-
porting package do not inolude pro-
teoted personally identifiable informa-
tion.

(2) When a program-spectno audit
guide is available, the auditee must
electronioally submit to the FAO the
data collection form prepared in ao-
cordance with § 200.612Report submia-
ston, paragraph {b). as applioable to a
program-speoifio audit, and the report-
ing required by the program-speoifio
audit guide.

(3) When a program-specific audit
guide is not available. the reporting
package for a program-speoifio audit

2 CFR en, II (1-1-15 Edition)

must oonsist of the finanoial state-
mentes) of the Federal program, a sum-
mary schedule of prior audit findings,
and a corrective action plan as de-
scribed in paragraph (b)(2) of this sec-
tion, and the auditor's report(s) de-
scribed in paragraph (b)(4) of this sec-
tion. The data oollection form prepared
in accordance with §200.512Report sub-
mteston, paragraph (b), as applioable to
a program-speottto audit, and one oOPY
of this reporting package must be e1eo-
tronioally submitted to the FAO.

(d) Other sections of this part may
apply. Program-specific audits are sub-
ieot to:
(1) 200.500Purpose through 200.503Re-

lation to other audit requirements.
paragraph (d);

(2) 200.504 Frequenoy of audits
through 200.506Audit oosts;

(3) .200.508 Auditee responsibilities
through 200.509Auditor seleotion;

(4) 200.511Audit findings follow-up;
(5) 200.512Report submission, para-

graphs (e) through (h);
(6) 200.513Responsibilities;
(7) 200.516 Audit findings through

200.517Audit documentation:
(8) 200.521Management deoieion, and
(9) Other referenoed provisions of this

part unless contrary to the provisions
of this section, a program-speciftc
audit guide, 01' program statutes and
regulations.
[78 FR 70608. Dec. 26, 2018, as amended at 79
FR 76867.Dec. 19. 2014]

AUDlTEES

§ 200.508 Auditee responsibilities.
The auditee must:
(a) Procure or otherwise arrange for

the audit required by this part in ac-
cordance with § 200.509 Auditor selec-
tion. and ensure it is properly per-
formed and submitted when due in ac-
cordance with §200.612Report submis-
sion.

(b) Prepare appropriate finanoial
statements, including the schedule of
expenditures of Federal awards in ac-
cordance with §200.610Financial state-
ments.

(0) Promptly follow up and take cor-
rective action on audit findings. in-
eluding preparation of a summary
schedule of prior audit findings and a
corrective action plan in accordance
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1) An opinion ( or disclaimer of opin- 
ion) as to whether the financial state- 

ments) of the Federal program is pre- 
sented fairly in all material respects in
accordance with the stated accounting
policies; 

ii) A report on internal control re- 

lated to the Federal program, which

must describe the scope of testing of
internal control and the results of the
tests; 

iii) A report on compliance which in- 
oludes an opinion ( or disclaimer of
opinion) as to whether the auditee
complied with laws, regulations, and
the terms and conditions of Federal
awards which could have a direct and
material effect on the Federal pro- 
gram; and

iv) A schedule of findings and ques- 
tioned costs for the Federal program

that includes a summary of the audi- 
tor's results relative to the Federal
program in a format consistent with

200. 515 Audit reporting, paragraph

d)( 1) and findings and questioned costs
consistent with the requirements of

200. 516 Audit reporting, paragraph

d)( 3). 

c) Report submission for program -spe- 
cific audits: ( 1) The audit must be com- 
pleted and the reporting required by
paragraph ( e)( 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, unless a

different period is specified in a pro - 
gram- speofffo audit guide. Unless re- 

stricted by Federal law or regulation, 
the auditee must make report copies

available for public inspection. 

Auditees and auditors must ensure
that their respective parts of the re- 

porting package do not include pro- 
tected personally identifiable informa- 
tion. 

2) When a program - specific audit

guide is available, the auditee must

electronically submit to the FAC the
data collection form prepared in ac- 
cordance with § 200. 512 Report 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. II ( 1 - 1 - 15 Edition) 

must consist of the financial state - 

ment(s) of the Federal program, a sum- 

mary schedule of prior audit findings, 
and a corrective action plan as de- 
scribed in paragraph ( b)( 2) of this sec- 
tion, and the auditor' s report(s) de- 
scribed in paragraph ( b)( 4) of this sec- 
tion. The data collection form prepared
In accordance with §200. 512 Report sub- 
mission, paragraph (b), as applicable to
a program - specific audit, and one copy

of this reporting package must be elec- 
tronically submitted to the FAC. 

d) Other sections of this part may
apply, Program- specific audits are sub- 
ject to: 

1) 200. 500 Purpose through 200. 503 Re- 

lation to other audit requirements, 
paragraph ( d); 

2) 200.504 Frequency of audits

through 200. 606 Audit costs; 

3) , 200. 509 Auditee responsibilities

through 200. 609 Auditor selection; 
4) 200.611 Audit findings follow -up; 
5) 200. 512 Report submission, para- 

graphs (e) through (h); 
6) 200. 513 Responsibilities; 

7) 200. 516 Audit findings through
200. 517 Audit documentation; 

8) 200, 521 Management decision, and
9) Other referenced provisions of this

part unless contrary to the provisions
of this section, a program - specific

audit guide, or program statutes and

regulations. 

70 FR 79608, Dec. 26, 2018, as amended at 79
FR 76867, Dec. 19, 2014) 

AUDITUBS

200.508 Auditee responsibilities, 

The auditee must: 

a) Procure or otherwise arrange for
the audit required by this part in ac- 
cordance with § 200. 509 Auditor selec- 
tion, and ensure it is properly per- 
formed and submitted when due in ac- 

cordance with § 200. 612 Report submis- 

sion. 

b) Prepare appropriate financial
statements, including the schedule of
expenditures of Federal awards in ac- 
cordance with §200. 610 Financial 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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OMB Guidance

with §200.611Audit findings follow-up,
paragraph (b) and §200.511Audit find-
ings follow-up, paragraph (c), respeo-
tively.
(d) Provide the auditor with access to

personnel, accounts, books, records,
eupporbing' documentation, and other
information as needed for the auditor
to perform the audit required by this
part.

§200.509 Auditor selection.
(a) .<1uditor prqcurement. In procuring

audit services, the auditee must follow
the procurement standards prescribed
by the Procurement Standards in
§§200.317 Procurement by states
through 20.326 Contract provisions of
Subpart D- Post Federal Award Re-
quirements of this part or the FAR (48
OFR part 42), as applicable. When pro-
curing audit services, the objective is
to obtain high-quality audits.' In re-
questing proposals for audit services,
the objectives and scope of the audit
must be made clear and the non-Fed-
eral entity must request a copy of the
audit organization's peer review report
which the auditor is required to pro-
vide under GAGAS. Factors to be con-
sidered in evaluating each proposal for
audit services include the responsive-
ness to the request for proposal, rel-
evant experience, availability of staff
with professional' qualifioations and
technical abilities, the results of peer
and external quality control reviews,
and price. Whenever possible, the
auditee must make positive efforts to
utilize small businesses, minority-
owned firms, and women's business en-
terprises, in procuring audit services as
stated in §200.321 Oontraoting with
small and minority businesses, wom-
en's business enterprises, and labor
surplus area firms, or the FAR (48OFR
part 42), as applioable.
(b) Restriction on auditor preparing in-

direct cost proposals. An auditor who
prepares the indireot oost proposal or
cost allooation plan may not also be se-
lected to perform the audit required by
this part when the indireot costs recov-
ered by the auditee during the prior
year exceeded $1 million. This restric-
tion applies to the base year used in
the preparation of the indirect cost
proposal or cost allocation plan and
any subsequent years in whioh the re-

§200.510

Bulting indirect cost agreement or cost
allooation 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. .

§200.510 Financinl statements.
(a) Financial statements. The auditee

must prepare finanoial sbatements that
reflect its finanoial position. results of
operations or changes in net assets,
and. where appropriate, oash flows for
the fisoal year audited. The finanoial
statements must be for the same orga-
nizational unit and fiscal year that is
chosen to meet the requirements of
this part. However, non-Federal entity-
wide finanoial statements may also in-
clude departments, agencies. and other
organizational units that have separate
audits in accordance with §200.614
Soope of audit, paragraph (a) and pre-
pare separate finanoial statements.

(b) Schedule of expenditures of Federal
awards. The auditee must also prepare
a schedule of expenditures of l!'ederal
awards for the period covered by the
audttea's nnancia; statements whioh
must inolude the total Federal awards
expended as determined in accordance
with §200.502 Basis for determining
Federal awards expended. While not re-
quired. the auditee may choose to pro-
vide information requested by Federal
awarding agencies and pass-through
entities to make the schedule easier to
use. For example, when a Federal pro-
gram has multiple Federal award
years, the auditee may list the amount
of Federal awards' expended for each
Federal award year separatelv. At a
minimum, the schedule must:
(1) List individual Federal programs

by Federal agency. For a.cluster of pro-
grams, provide the cluster name, list;
individual Federal programs within the
cluster of programs, and provide the
a.pplioable Federal agenoy name. For
R&D. total Federal awards expended
must be shown either by individual
Federal award or by Federal agency
and major subdivision within the Fed-
eral agenoy. For example, the National
Institutes of Health is a major subdivi-
sion in the Department of Health and
Human Services.
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with §200. 511 Audit findings follow -up, 
paragraph ( b) and § 200. 511 Audit find- 
ings follow -up, paragraph ( c), respeo- 

tively. 
d) Provide the auditor with access to

personnel, accounts, books, records, 

supporting documentation, and other
information as needed for the auditor
to perform the audit required by this
part. 

200.509 Auditor selection. 

a) , 4uditor procurement. In procuring
audit services, the auditee must follow
the procurement standards prescribed

by the Procurement Standards in
200. 317 Procurement by states

through 20. 326 Contract provisions of
Subpart D- Post Federal Award Re- 
quirements of this part or the FAR (48
CPR part 42), as applicable, When pro- 

curing audit services, the objective is
to obtain high - quality audits. ' In re- 
questing proposals for audit services, 
the objectives and scope of the audit
must be made clear and the non -Fed- 
eral entity must request a copy of the
audit organization' s peer review report

which the auditor is required to pro - 
vide under GAGAS. Factors to be con- 
sidered in evaluating each proposal for
audit services include the responsive- 

ness to the request for proposal, rel- 
evant experience, availability of staff
with professional' qualifications and

technical abilities, the results of peer

and external quality control reviews, 
and price. Whenever possible, the

auditee must make positive efforts to
utilize small businesses, ' minority - 

owned firms, and women' s business en- 

terprises, in procuring audit services as
stated in § 200, 321 Contracting with
small and minority businesses, wom- 
en' s business enterprises, and labor
surplus area firms, or the FAR (48 CFR
part 42), as applicable. 

b) Restriction on auditor preparing in- 
direct cost proposals. An auditor who

prepares the indirect cost proposal or

cost allocation plan may not also be se- 
lected to perform the audit required by
this part when the indirect costs recov- 

ered by the auditee during the prior
year exceeded $ 1 million. This restric- 
tion applies to the base year used in
the preparation of the indirect cost
proposal or cost allocation plan and

any subsequent years in which the re- 

suiting 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. 

200.510 Financial statements. 

a) Financial statements. The auditee
must prepare financial statements that
reflect its financial position, results of
operations or changes in net assets, 
and, where appropriate, cash flows for
the fiscal year audited. The financial
statements must be for the same orga- 
nizational unit and fiscal year that is
chosen to meet the requirements of
this part. However, non - Federal entity - 
wide financial statements may also in- 
olude departments, agencies, and other
organizational units that have separate
audits in accordance with § 200. 514

Scope of audit, paragraph ( a) and pre- 
pare separate financial statements. 

b) Schedule of expenditures of Federal
awards. The auditee must also prepare

a schedule of expenditures of Federal
awards for the period covered by the
auditee' s financial statements which

must include the total Federal awards
expended as determined in accordance
with § 200. 502 Basis for determining
Federal awards expended. While not re- 

quired, the auditee may choose to pro- 
vide information requested by Federal

awarding agencies and pass - through
entities to make the schedule easier to
use. For example, when a Federal pro- 
gram has multiple Federal award
years, the auditee may list the amount
of Federal awards expended for each
Federal award year separately. At a
minimum, the schedule must: 

1) List individual Federal programs

by Federal agency. For a cluster of pro- 
grams, provide the cluster name, list
individual Federal programs within the
cluster of programs, and provide the
applicable Federal agency name. For
R&D, total Federal awards expended

must be shown either by individual
Federal award or by Federal agency
and major subdivision within the Fed- 
eral agency. For example, the National
Institutes of Health is a major subdivi- 
sion in the Department of Health and
Human Services. 
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§200.511

(2) For Federal awards received as a
subrecipien t, the name of the pass-
through entity and identifying number
assigned by the pass-through entity
must be included.
(3) Provide total Federal awards ex-
pended for each individual Federal pro-
gram and the CFDA number or other
identifying number when the OFDA in-
formation is not available. For a olus-
tel' of programs also provide the total
for the cluster.
(4) Include the total amount provided
to subrecipients from each Federal pro-
gram.
(5) For loan 01' loan guarantee pro-
grams described in §200.502Basis for
determining Federal awards expended,
paragraph (b), identify in the notes to
the schedule the balances outstanding
at the end of the audit period. This is
in addition to including the total Fed-
eral awards expended for loan or loan
guarantee programs in the schedule.
(6) Include notes that describe that
significant accounting poltoies used in
preparing the schedule, and note
whether or not the auditee elected to
use the 10% de minimis cost rate as
covered in §200.414.Indirect (F&A)
costs,
['78FR 70608, Dec. 26, 2013, as amended at 79
FR 75887, Dec. 19. 2014]

§200.511 Audit findings follow-up.
(a) General. The auditee is responsible
for follow-up and corrective action on
all audit findings. As part of this re-
sponsibility, the auditee must prepare
a summary schedule of prior audit find·
Ings, The auditee must also prepare a
corrective aotion plan for current year
audit findings. The summary schedule
of prior audit findings and the correc-
tive action plan must include the ref-
erence numbers the auditor assigns to
audit findings under §200.516 Audit
findings, paragraph (e). Since the sum-
mary schedule may include audit find-
ingS from multiple years, it must in-
clude the fiscal year in which the rmd-
ing initially ocourred. The correcttve'
aotion plan and summary schedule of
prior audit findings must include find·
ings relating to the finanoial 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 CFRen, II (1-1-15 Edition)

prior audit findings must report the
status of all audit findings included in
the prior audit's schedule of findings
and questioned costs. The summary
schedule must also include audit find·
ings reported in the prior audit's sum-
mary schedule of prior audit findings
except audit findings listed as cor-
rected in accordance with paragraph
(b)(l) of this section, or no longer valid
or not warranting further action 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)When audit findings were not cor-
rected or were only partially corrected,
the summary schedule must describe
the reasons for the finding's recurrence
and planned corrective action. and any
partial corrective action taken. When
oorrective aotion taken is signifioantly
different from corrective action pre-
viously reported in a correotive action
plan or in the Federal agency's or pass-
through entity's management deoiston,
the summary schedule must provide an
.explanation.
(3) When the auditee believes the
audit findings are no longer valid or do
not warrant further action, the reasons
for this position must be described in
the summary schedule. A valid reason
for oonsidering an audit finding as not
warranting further action is that all of
the ronowtns have occurred:
(i) Two years have passed since the
audit report in whioh the finding oc-
curred was submitted to the FAC;
(it) The Federal agency or pass-
through entity is not currently Iol-
lowing up with the auditee on the audit
finding; and
(iii) A management decision was not
issued.
(c) Corrective action plan. At the com-
pletion of the audit, the auditee must
prepare, in a document separate from
the auditor's findings described in
§200.516Audit findings, a corrective ac-
tion plan to address each audit finding
included in the current year auditor's
reports. The correotive action plan
must provide the name(s) of the con-
tact person(s) responsible for oorrec-
tive action, the correotive action
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200.511

2) For Federal awards received as a
subrecipfent, the name of the pass - 

through entity and identifying number
assigned by the pass- through entity
must be included. 

3) Provide total Federal awards ex- 
pended for each individual Federal pro- 
gram and the CFDA number or other

identifying number when the CFDA in- 
formation is not available. For a clus- 
ter of programs also provide the total
for the cluster. 

4) Include the total amount provided

to subrecipients from each Federal pro- 

gram. 

5) For loan or loan guarantee pro- 
grams described in § 200. 502 Basis for

determining Federal awards expended, 
paragraph ( b), identify in the notes to
the schedule the balances outstanding
at the end of the audit period. This is
in addition to including the total Fed- 
eral awards expended for loan or loan
guarantee programs in the schedule. 

6) Include notes that describe that

significant accounting policies used in
preparing the schedule, and note

whether or not the auditee elected to

use the 10% de minimis cost rate as

covered in § 200. 414. Indirect ( F &A) 

costs. 

78 FR 70608, Dec. 26, 2013, as amended at 79
FR 76887, Dec. 19, 20141

200.511 Audit findings follow -up. 
a) General. The auditee is responsible

for follow -up and corrective action on
all audit findings. As part of this re- 

sponsibility, the auditee must prepare
a summary schedule of prior audit find- 
ings. The auditee must also prepare a
corrective action plan for current year
audit findings. The summary schedule
of prior audit findings and the correc- 
tive action plan must include the ref- 
erence numbers the auditor assigns to
audit findings under § 200. 516 Audit

findings, paragraph ( c), Since the sum- 

mary schedule may include audit find- 
ings from multiple years, it must in- 
clude the fiscal year in which the find- 

ing initially occurred. The corrective
action plan and summary schedule of
prior audit findings must include find- 
ings relating to the financial state- 
ments which are required to be re- 
ported in accordance with GALAS. 

b) Summary schedule of prior audit
findings. The summary schedule of

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

prior audit findings must report the
status of all audit findings included in
the prior audit' s schedule of findings
and questioned costs. The summary
schedule must also include audit find- 
ings reported in the prior audit' s sum- 

mary schedule of prior audit findings
except audit findings listed as cor- 
reoted in accordance with paragraph

b)( 1) of this section, or no longer valid
or not warranting further action 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) When audit findings were not cor- 

rected or were only partially corrected, 

the summary schedule must describe
the reasons for the finding' s recurrence
and planned corrective action, and any

partial corrective action taken, When

corrective action taken is significantly
different from corrective action pre- 

viously reported in a corrective action
plan or in the Federal agency' s or pass - 
through entity' s management decision, 
the summary schedule must provide an
explanation, 

3) When the auditee believes the
audit findings are no longer valid or do
not warrant further action, the reasons
for this position must be described in
the summary schedule. A valid reason
for considering an audit finding as not
warranting further action is that all of
the following have occurred: 

1) Two years have passed since the
audit report in which the finding oc- 
curred was submitted to the FAQ

if) The Federal agency or pass - 
through entity is not currently fol- 
lowing up with the auditee on the audit
finding; and

iii) A management decision was not

issued, 

e) Corrective action plan. At the com- 
pletion of the audit, the auditee must
prepare, in a document separate from

the auditor' s findings described in
200, 516 Audit findings, a corrective ac- 

tion plan to address each audit finding
included in the current year auditor' s

reports. The corrective action plan

must provide the name(s) of the con- 
tact person(s) responsible for oorrec- 

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 findings or believes cor-
rective action is not required, then the
corrective action plan must include an
explanation and specific reasons.

§200,512 Report submission.
(a) General. (1) The audit must be

completed and the data collection form
described in paragraph (b) of this sec-
tion and reporting package desoribed in
paragraph (c) of this section must be
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 audi t period. If the due
date falls on a Saturday, Sunday, or
Federal holiday, the reporting package
Is due the next business day.
(2) Unless restricted by Federal stat-

utes or regulations, the auditee must
make copies available for publio in-
spection. Auditees and auditors must
ensure that their respective parts of
the reporting package do not include
protected personally identifiable infor-
mation.
(b) Data Oollection. The FAO is the re-

pository 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 interested in a report-
ing package and data collection form
must obtain it by accessing the FAO.
(1) The auditee must submit required

data elements described in Appendix X
to Part 20D-Data Oollection Form
(Form SF-SAO), 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· tbe audit.
The. data must include information
available from the audit required by
this part t~at is necessary for Federal
agencies to use the audit to ensure in-
tegrity for Federal programs. The data
elements and format must be approved
by OMB, available from the FAO, and
include collections of information from
the reporting package described in
paragraph (c) of this section. A senior
level representative of the auditee
(e.g., state controller, director of fi-
nance, chief executive officer, or chief
financial officer) must sign a state-
ment to be Included as part of the data

§200.512

collection that says that the auditee
complied with the requirements of this
part, the data were prepared in accord-
ance with this part (and the instruc-
tions accompanying the form), the re-
porting package does not include pro-
tected personally identifiable informa-
tion, the information included in its
entirety is accurate and complete, and
that the FAO is authorized to make the
reporting package and the form pub-
licly available on a Web site.

(2) Exception for Indian Tribes and
Tribal Organizations. An auditee that is
an Indian tribe or a tribal organization
(as defined in the Indian Self-Deter-
mination, Education and Assistance
Act (ISDEAA), 25 U.S.O. 450b(1»)may
'opt not to authorize the FAO to make
the reporting package publicly avail-
able on a Web site, by excluding the au-
thorization for the FAO publioation in
the statement described in paragraph
(b)(1) of this section. If this option is
exercised, the auditee becomes respon-
sible for submitting the reporting
package directly to any pass-through
entities through which it has received
a Federal award and to pass-through
entities for which the summary sched-
ule of prior audit findings reported the
status of any findings related to Fed-
eral awards that the pass-through enti-
ty provided. Unless restrioted by Fed-
eral statute or regulation, if the
auditee opts not to authorize publica-
tion, it must make copies of the report-
ing package available for public inspec-
tion.
(3)Using the information incl uded in

the reporting package described in
paragraph (c) of this section, the audi-
tor must complete the appUcable data
elements of the data collection form.
The auditor must sign a statement to
be included as part of the data collec-
tion form that indicates, at a min-
imum, the source of the information
included in the form, the auditor's re-
sponsibility for the information, that
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 limited to the collection
of information prescribed by OMB.
(c) Reporting package. The reporting

package must include the:
(1) Financial statements and ached-

ule of expenditures of Federal awards
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planned, and the anticipated comple- 
tion date. If the auditee does not agree

with the audit findings or believes cor- 
rective action is not required, then the
corrective action plan must include an
explanation and specific reasons. 

200.812 Report submission. 

a) General. ( 1) The audit must be
completed and the data collection form
described in paragraph ( b) of this sec- 

tion and reporting package described in
paragraph ( e) of this section must be
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. If the due
date falls on a Saturday, Sunday, or
Federal holiday, the reporting package
Is due the next business day. 

2) Unless restricted by Federal stat- 
utes or regulations, the auditee must
make copies available for public in- 
spection. Auditees and auditors must

ensure that their respective parts of

the reporting package do not include
protected personally identifiable infor- 
mation. 

b) Data Collection, The FAC is the re- 
pository of record for Subpart F —Audit
Requirements of this part reporting
packages and the data collection form. 
All Federal agencies, pass - through en- 
tities and others interested in a report- 

ing package and data collection form
must obtain it by accessing the FAC. 

1) The auditee must submit required

data elements described in Appendix X
to Part 200 —Data Collection Form
Form SF -SAC), which state whether

the audit was completed in accordance
with this part and provides informa- 
tion about the auditee, its Federal pro- 
grams, and the results of • the audit. 
The data must include information
available from the audit required by
this part that is necessary for Federal
agencies to use the audit to ensure in- 
tegrity for Federal programs. The data
elements and format must be approved

by OMB, available from the FAC, and
Include collections of information from
the reporting package described in
paragraph ( c) of this section. A senior
level representative of the auditee

e. g., state controller, director of fi- 
nance, chief executive officer, or chief

financial officer) must sign a state- 

ment to be included as part of the data

collection that says that the auditee
complied with the requirements of this
part, the data were prepared in accord- 
ance with this part ( and the instruc- 
tions accompanying the form), the re- 
porting package does not include pro- 
tected personally identifiable informa- 
tion, the information included in its
entirety is accurate and complete, and
that the PAC is authorized to make the
reporting package and the form pub- 
licly available on a Web site. 

2) Exception for Indian Tribes and
Tribal Organizations. An auditee that is
an Indian tribe or a tribal organization
as defined in the Indian Self- Deter- 

ruination, Education and Assistance
Act ( ISDEAA), 25 U.S. C. 450b( 1)) may

opt not to authorize the PAC 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 becomes respon- 
sible for submitting the reporting

package directly to any pass - through
entities through which it has received
a Federal award and to pass - through
entities for which the summary sched- 
ule of prior audit findings reported the
status of any findings related to Fed- 
eral awards that the pass - through enti- 

ty provided. Unless restricted by Fed- 
eral statute or regulation, if the

auditee opts not to authorize publica- 
tion, it must make copies of the report- 

ing package available for public inspec- 
tion. 

3) Using the information included in
the reporting package described in
paragraph ( o) of this section, the audi- 
tor must complete the applicable data
elements of the data collection form. 
The auditor must sign a statement to
be included as part of the data collec- 

tion form that indicates, at a min- 

imum, the source of the information
included in the form, the auditor' s re- 
sponsibility for the information, that
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 limited to the collection
of information prescribed by OMB. 

e) Reporting package. The reporting
package must include the; 

1) Financial statements and sched- 

ule of expenditures of Federal awards
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discussed in §200.610Finanoial state-
ments, paragraphs (a) and (b), respec-
tively;
(2) Summary schedule of prior audit

findings discussed in §200.511 Audit
findings follow-up, paragraph (b);
(3) Auditor's report(s) discussed in

§200.515Audit reporting; and
(4) Corrective action plan discussed

in§200.511 Audit findings follow-up,
paragraph (0).
(d) Submission to FAG. The auditee

must electronioally submit to the FAC
the data oolleotion form described in
paragraph (b) of this section and the
reporting package described in para-
graph (c) of this section.
(e) Requests for management letters

issued by the auditor. In response to re-
quests by a Federal agency or pass-
through entity, audtteea must submit a
copy of any management letters issued
by the auditor.

(f) Report retention requirements.
Auditees must keep one copy of the
data collection form described in para-
graph (b) of this section and one copy
of the reporting package described in
paragraph (c) of this section on file for
three years from the date of submis-
sion to the FAC.
(g) PAC responsibilities. The FAC must

make aval1able the reporting packages
received in accordance with paragraph
(c) of this section and §200.507Pro-
gram-speoifio audits. paragraph (c) to
the publio, except for Indian tribes ex-
ercising the option in (b)(2) of this sec-
tion. and maintain a data base of com-
pleted audits, provide appropriate in-
formation to Federal agenoies, and fol-
low up with known auditees that have
not submitted the required data collec-
tion forms and reporting packages.
(h) Electronic filing. Nothing in this

part must preclude electronic submis-
sions to the FAO in such manner as
may be approved by OMB.
[78 FR 78608. Dec. 26. 2013. as amended at 79
FR 75887.Dea. 19. 2014)

FEDERAL AGENOIES

§200.518 Responsibilities.
(a)(l) Cognizant agency for audit re-

sponsibilities. A non-Federal entity ex-
pending more than $50million a year in
Federal awards must have a cognizant
agency for audit. The designated cog-

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

nlzant agency for audit must be the
Federal awarding agenoy that provides
the predominant amount of direct
funding to a non-Federal entity unless
OMB destgnates a specific cognizant
agency for audit.
(2) To provide for continuity of cog-

nizance, the determination of the pre-
dominant amount of direct funding
must be based upon direct Federal
awards expended in the non-Federal en-
tity's fisoal years ending in 2009,2014,
2019 and every fifth year thereafter.
For example, audit cognizance for peri-
ods ending in 2011through 2015will be
determined based on Federal awards
expended in 2009.
(3) NotWithstanding the manner in

which audit cognizance is determined.
a Federal awarding agency with cog-
nizance for an aullitee may reassign
oognizanoe to another Federal award-
ing agency that provides substantial
funding and agrees to be the cognizant
agency for audit. Within 30 calendar
days after any reassignment, both the
old and the new cognizant agency for
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 assistance to auditees and audi-
tors.

(11) Obtain or conduct quality control
reviews on selected audits made by
non-Federal auditors, and provide the
results to other interested organiza-
tions. Cooperate and provide support to
the Federal agency designated by OMB
to lead a governmentwide project to
determine the quality of aingle audits
by providing a statistioally reliable es-
timate of the extent that single audits
oonform to applioable requirements,
standards. and procedures; and to make
recommendations to address noted
audit quality issues, including rec-
ommendations for any changes to ap-
plicable requirements, standards and
procedures indicated by the results of
the projeot. This governmentwide audit
quality project must be performed once
every 6 years beginning in 2018 or at
such other interval as determined by
OMB,and the results must be public.
(Iii) Promptly inform other affected

Federal agencies and appropriate Fed-
eral law enforcement officials of any
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200.513

discussed in § 200. 510 Financial state- 

ments, paragraphs ( a) and ( b), respec- 

tively; 
2) Summary schedule of prior audit

findings discussed in § 200. 511 Audit

findings follow -up, paragraph (b); 
3) Auditor's report(s) discussed in

200. 515 Audit reporting; and
4) Corrective action plan discussed

in § 200.511 Audit findings follow -up, 
paragraph (c). 

d) Submission to PAC. The auditee
must electronically submit to the FAC
the data collection form described in
paragraph ( b) of this section and the

reporting package described in para- 
graph (c) of this section. 

e) Requests for management letters

issued by the auditor. In response to re- 
quests by a Federal agency or pass - 
through entity, auditees must submit a
copy of any management letters issued
by the auditor. 

f) Report retention requirements. 

Auditees must keep one copy of the
data collection form described in para- 
graph ( b) of this section and one Copy
of the reporting package described in
paragraph ( c) of this section on file for
three years from the date of submis- 
sion to the FAC. 

g) PAC responsibilities. The FAC must
make available the reporting packages
received in aebordanee with paragraph

c) of this section and § 200,507 Pro- 

gram- specific audits, paragraph ( c) to
the public, except for Indian tribes ex- 

eroising the option in (b)( 2) of this sec- 
tion, and maintain a data base of com- 
pleted audits, provide appropriate in- 
formation to Federal agencies, and fol- 

low up with known auditees that have
not submitted the required data collec- 
tion forms and reporting packages. 

h) Electronic filing. Nothing in this
part must preclude electronic submis- 

sions to the FAC in such manner as

may be approved by OMB. 
78 FR 78608, Dec. 26, 2019, as amended at 79

FR 75887, Dec. 19, 20141

FEDERAL AGENCIES

200.513 Responsibilities. 

a)( 1) Cognizant agency for audit re- 
sponsibilities. A non - Federal entity ex- 

pending more than $50 million a year in
Federal awards must have a cognizant

agency for audit. The designated cog- 

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

nizant agency for audit must be the
Federal awarding agency that provides
the predominant amount of direct
funding to a non - Federal entity unless
OMB designates a specific cognizant

agency for audit. 
2) To provide for continuity of cog- 

nizance, the determination of the pre- 
dominant amount of direct funding
must be based upon direct Federal
awards expended in the non- Federal en- 

tity' s fiscal years ending in 2009, 2014, 
2019 and every fifth year thereafter. 
For example, audit cognizance for peri- 

ods ending in 2011 through 2015 will be
determined based on Federal awards
expended in 2009. 

3) Notwithstanding the manner in
which audit cognizance is determined, 
a Federal awarding agency with cog- 
nizance for an auditee may reassign
cognizance to another Federal award- 

ing agency that provides substantial
funding and agrees to be the cognizant
agency for audit. Within 30 calendar
days after any reassignment, both the
old and the new cognizant agency for
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 assistance to auditees and audi- 

tors. 

ii) Obtain or conduct quality control
reviews on selected audits made by
non - Federal auditors, and provide the
results to other interested organiza- 

tions. Cooperate and provide support to
the Federal agency designated by OMB
to lead a governmentwide project to

determine the quality of single audits
by providing a statistically reliable es- 
timate of the extent that single audits

conform to applicable requirements, 

standards, and procedures; and to make
recommendations to address noted

audit quality issues, including rec- 
ommendations for any changes to ap- 
plicable requirements, standards and

procedures indicated by the results of
the project. This governmentwide audit

quality project must be performed once
every 6 years beginning in 2018 or at
such other interval as determined by
OMB, and the results must be public. 

Ili) Promptly inform other affected
Federal agencies and appropriate Fed- 
eral law enforcement officials of any
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direct reporting by the auditee or its
auditor required by GAGAS or statutes
and regulations.

(iv) Advise the community of inde-
pendent auditors of any noteworthy or
important factual trends related to the
quality of audits stemming from qual-
ity control reviews. Significant prob-
lems or quality issues consistently
identified through quality control re-
views of audit reports must be referred
to appropriate state licensing agencies
and professional bodies.

(v) Advise the auditor, Federal
awarding agencies, and, where appro-
priate, the auditee of any deficiencies
found in the audits when the defi-
ciencies require corrective action by
the auditor. When advised of defi-
ciencies, the auditee must work with
the auditor to take corrective action.
If corrective aotion is not taken, the
oognizant agenoy for audit must notify
the auditor, the auditee, and applicable
Federal awarding agencies and pass-
through entities of the facts and make
reoommendations for follow-up aotion.
Major fnadequaotes or repetitive sub-
standard performance by auditors must
be referred to appropriate state lioens-
ing agencies and professional bodies for
disoiplinary aotion.

(vi) Coordinate, to the extent prao-
tioal, audits or reviews made by or for
Federal agencies that are in addition
to the audits made pursuant to this
part, BO that the additional audits or
reviews build upon rather than dupli-
oate audits performed in accordanoe
with this part.

(vii) Coordinate a management deoi-
sion for oroas-outting audit findings (as
defined in §200.30 Oross-outting audit
finding) that affeot the Federal pro-
grams of more than one agenoy when
requested by any' Federal awarding
agency whose awards are included in
the audit finding of the auditee.

(viii) Coordinate the audit work and
reporting responsibilities among audi-
tors to achieve the most oost-effeotive
audit.

Ox) Provide advice to audi tees as to
how to handle changes in fisoal years.

(b) Oversight agenoy for audit re-
sponsibilities. An auditee who does not
have a designated oognizant agency for
audit will be under the general over-
sight of the Federal agency determined

§200.513

in accordance with §200.73 Oversight
agenoy for audit. A Federal agenoy
with oversight for an audrtee may reas-
sign oversight to another Federal agen-
oy that agrees to be the oversight
agency for audit. Within 30 oalendar
days after any reassignmen t, both the
old and the new oversight agenoy for
audit must provide notice of the
change to the FAC, the audttee, and, if
known, the auditor. The oversight
agenoy fOl' audit:

(1) Must provide teohnioal advice to
auditees and auditors as requested.

(2) May assume all or some of the re-
sponsibilities normally performed by a
oognizant agenoy for audit.

(c) Federal awarding agenoy respon-
sibilities. The Federal awarding agenoy
must perform the following for the
Federal awards it makes (See also the
requirements of §200.210 Information
contained in a Federal award):

(1) Ensure that audits are completed
and reports are reoeived in a timely
manner and in accordance with the re-
quirements of this part.

(2) Provide teohnioal advioe and
counsel to auditees and auditors as re-
quested.

(3) Follow-up on audit findings to en-
sure that the reoipient talcea appro-
priate and timely oorreottve aotion. As
part of audit follow-up, the Federal
awarding agency must;

(i) Issue a management deoision as
prescribed in §200.521Management de-
oision;

(Ii) Monitor the reoipient taking ap-
propriate and timely corrective action;

(iii) Use cooperatdve audit resolution
meohanisms (see §200.25 Oooperatdve
audit resolution) to improve Federal
program outoomes through better
audit resolution, follow-up, and oorrec-
tive aotion; and

(iv) Develop a baseline, metrios, and
targets to track, over time, the effeo-
tiveness of the Federal (l,gency's proc-
ess to follow-up on audit findings and
on the effeotiveness of Single Audits in
improving non-Federal entity account-
ability and their use by Federal award-
ing agencies in making award deoi-
stons.

(4) Provide OMB annual updates to
the oomplianoe supplement and work
with OMB to ensure that the complr-
anoe supplement focuses the auditor to
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direct reporting by the auditee or its
auditor required by GALAS or statutes
and regulations. 

1v) Advise the community of inde- 
pendent auditors of any noteworthy or
important factual trends related to the

quality of audits stemming from qual- 
ity control reviews. Significant prob- 
lems or quality issues consistently
identified through quality control re- 
views of audit reports must be referred

to appropriate state licensing agencies
and professional bodies. 

v) Advise the auditor, Federal

awarding agencies, and, where appro- 
priate, the auditee of any deficiencies
found in the audits when the defi- 

ciencies require corrective action by
the auditor. When advised of defi- 

ciencies, the auditee must work with
the auditor to take corrective action. 

If corrective action is not taken, the

cognizant agency for audit must notify
the auditor, the auditee, and applicable

Federal awarding agencies and pass - 
through entities of the facts and make

recommendations for follow -up action. 
Major inadequacies or repetitive sub- 

standard performance by auditors must
be referred to appropriate state licens- 

ing agencies and professional bodies for
disciplinary action. 

vi) Coordinate, to the extent prac- 

tical, audits or reviews made by or for
Federal agencies that are in addition

to the audits made pursuant to this

part, so 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 cross- outting audit findings (as
defined in § 200. 30 Cross- cutting audit
finding) that affect the Federal pro- 
grams of more than one agency when
requested by any Federal awarding
agency whose awards are included in
the audit finding of the auditee. 

viii) Coordinate the audit work and

reporting responsibilities 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- 
sponsibilities. An auditee who does not

have a designated cognizant agency for
audit will be under the general over- 

sight of the Federal agency determined

200.513

In accordance with § 200. 73 Oversight

agency for audit. A Federal agency
with oversight for an auditee may reas- 
sign oversight to another Federal agen- 

cy that agrees to be the oversight
agency for audit. Within 30 calendar
days after any reassignment, both the
old and the new oversight agency for
audit must provide notice of the
change to the PAC, 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- 
sponsibilities normally performed by a
cognizant agency for audit. 

c) Federal awarding agency respon- 
sibilities. The Federal awarding agency
must perform the following for the
Federal awards it makes ( See also the

requirements of § 200. 210 Information

contained in a Federal award): 
1) Ensure that audits are completed

and reports are received in a timely
manner and in accordance with the re- 
quirements of this part. 

2) Provide technical advice and
counsel to auditees and auditors as re- 
quested. 

3) Follow -up on audit findings to en- 
sure that the recipient takes appro- 

priate and timely corrective action. As
part of audit follow -up, the Federal
awarding agency must: 

i) Issue a management decision as

prescribed in §200, 521 Management de- 

oision; 

ii) Monitor the recipient taking ap- 
propriate and timely corrective action; 

iii) Use cooperative audit resolution

mechanisms ( see § 200. 25 Cooperative
audit resolution) to improve Federal
program outcomes through better

audit resolution, follow -up, and correc- 
tive action; and

iv) Develop a baseline, metrics, and
targets to track, over time, the effec- 

tiveness of the Federal agency' s proc- 
ess to follow -up on audit findings and
on the effectiveness of Single Audits in

improving non - Federal entity account- 
ability and their use by Federal award- 
ing agencies in making award deoi- 
sions. 

4) Provide OMB annual updates to

the compliance supplement and work

with OMB to ensure that the compli- 
ance supplement focuses the auditor to
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§200.514

test the compliance requirements most
likely to cause improper payments,
fraud, waste, abuse or generate audit
finding for which the Federal 'awarding
agenoy will take sanctlons.
(6) Provide OMBwith the name of a

single audit accountable offioial from
among the senior polioy Officials of the
Federaf awarding agency who must be:
(i) Responsible for ensuring that the

agenoy fulfills all the requirements of
paragraph (c) of this seotion and effec-
tively uses the single audit process to
reduce improper payments and improve
Federal program outcomes,
(ii) Held accountable to improve the

effeotiveness of the single audi t prooess
based upon mebrtos as described in
paragraph (c)(3)(tv) of this seotion.
(iii) Responsible for designating the

Federal agency's key management sin-
gle audit liaison.
(6) Provide OMB with the name of a

key management single audit liaison
who must:
(i) Serve as the Federal awarding

agency's management point of contact
for the single audit process both within
and outside the Federal Government.

(11) Promote interagenoy ooordina-
tion, oonststenov, and sharing in areas
suoh as ooordinating audit follow-up;
identifYing higher-risk non-Federal en-
tities; providing input on single audit
and follow-up polioy; enhancing the
utility of the FAC; and studying ways
to use single audit results to improve
Federal award acoountability and best
practicee.
(iii) Oversee traIning Corthe Federal

awarding agenoy's program manage-
ment personnel related to the single
audit process.
(iv) Promote the Federal awarding

asencv'a use of oooperattve audit reso-
lution meohaniems.
(v) Ooordinate the Federal awarding

agenoy's aotivities to ensure appro-
priate and timely follow-up and correo-
tdva action on audit findings.
(vi) Organize the Federal oognizant

agency for audit's follow-up on cross-
outting audit findings that affeot the
Federal programs of more than one
Federal awarding agency.
(vii) Ensure the Federal awarding

agenoy provides annual updates of the
compltance supplement to OMB.

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

(viii). Support the Federal awarding
agency's single audit accountable offi-
cial's mission.
[78 FR 78608,Dec.26,2013,as amendedat 79
FR 75887.Dec. 19. 2014]

AUDITORS

§200.514 Scope of audit.
(a) General. The audit must be con-

ducted in accordance with GAGAS.The
audit must cover the entire operations
of the audrtee, or, at the option of the
auditee, such audit must include a se-
ries of audits that cover departments.
agencies, and other organizational
units that expended or otherwise ad-
ministered Federal awards during such
audit period, provided that each such
audlt must encompass the finanoial
statements and schedule of expendi-
tures of Federal awards for each such
department, asenov, and other organi-
zational unit, whioh must be consid-
ered to be a non-Federal entity, The fi-
nancial statements and sohedule of ex-
penditures of Federal awards must be
for the same audit period.
(b) Finanoial statements. The auditor

must determine whether the finanoial
statements of the auditee are presented
fairly in all material respects in 0.0-
cordance with generally accepted 0.0-
counting principles. The auditor must
also determine whether the schedule of
expenditures of Federal awards is stat-
ed fairly in all material respects in re-
lation to the auditee's financial state-
ments as a whole. .

(0) Internal control. (1) The cornplt-
anoe supplement provides guidance on
internal controls over Federal pro-
grams based upon the guidance in
Standards for Internal Control in the
Federal Government issued by the
Comptroller General of the United
States and the Internal Control-Inte-
grated Framework. issued by the Com-
mittee of Sponsoring Organizations of
the Treadway Commission (COSO).
(2) In addition to the requirements of

GAGAS, the auditor must perform pro-
cedures to obtain an understanding of
internal control over Federal programs
suffioient to plan the audit to support
a low assessed level of control risk of
noncompltanoe for major programs.
(3) Except as provided in paragraph

(c)(4) of this section, the auditor must:
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200.514

test the compliance requirements most

likely to cause improper payments, 
fraud, waste, abuse or generate audit

finding for which the Federal' awarding
agency will take sanctions. 

5) Provide OMB with the name of a
single audit accountable official from
among the senior policy officials of the
Federal awarding agency who must be: 

f) Responsible for ensuring that the
agency fulfills all the requirements of
paragraph ( c) of this section and effec- 

tively uses the single audit process to
reduce improper payments and improve
Federal program outcomes. 

ii) Held accountable to improve the
effectiveness of the single audit process

based upon metrics as described in
paragraph ( e)( 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 liaison
who must: 

f) Serve as the Federal awarding

agency' s management point of contact
for the single audit process both within

and outside the Federal Government. 
if) Promote interagency coordina- 

tion, consistency, and sharing in areas
such as coordinating audit follow -up; 
identifying higher -risk non - Federal en- 
tities; providing input on single audit
and follow -up policy; enhancing the
utility of the PAC; and studying ways
to use single audit results to improve
Federal award accountability and best
practices. 

iii) Oversee training for the Federal
awarding agency' s program manage- 
ment personnel related to the single
audit process. 

iv) Promote the Federal awarding
agency' s use of cooperative audit reso- 
lution mechanisms. 

v) Coordinate the Federal awarding

agency' s activities to ensure appro- 
priate and timely follow -up and correc- 
tive action on audit findings. 

vi) Organize the Federal cognizant

agency for audit' s follow -up on cross- 
cutting audit findings that affect the
Federal programs of more than one

Federal awarding agency. 
vii) Ensure the Federal awarding

agency provides annual updates of the
compliance supplement to OMB. 

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

viii) Support the Federal awarding
agency' s single audit accountable offi- 
cial' s mission. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75887, Dec. 19, 20141

AUDITORS

200.514 Scope of audit. 

a) General. The audit must be con- 
ducted in accordance with GALAS. 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

units that expended or otherwise ad- 
ministered Federal awards during such
audit period, provided that each such
audit must encompass the financial
statements and schedule of expendi- 

tures of Federal awards for each such

department, agency, and other organi- 
zational unit, which must be consid- 

ered to be a non - Federal entity, The fi- 
nancial statements and schedule of ex- 

penditures of Federal awards must be
for the same audit period. 

b) Financial statements. The auditor
must determine whether the financial
statements of the auditee are presented

fairly in all material respects in ac- 
cordance with generally accepted ac- 

counting principles. The auditor must
also determine whether the schedule of

expenditures of Federal awards is stat- 

ed fairly in all material respects in re- 
lation to the auditee' s financial state- 

ments as a whole, 

c) Internal control. ( 1) The compli- 

ance supplement provides guidance on

internal controls over Federal pro- 

grams based upon the guidance in
Standards for Internal Control in the
Federal Government issued by the
Comptroller General of the United
States and the Internal Control —Inte- 
grated Framework, issued by the Com- 
mittee of Sponsoring Organizations of
the Treadway Commission (COSO). 

2) In addition to the requirements of
GAGAS, the auditor must perform pro- 
cedures to obtain an understanding of
Internal control over Federal programs

sufficient to plan the audit to support
a low assessed level of control risk of
noncompliance for major programs. 

3) Except as provided in paragraph
o)( 4) of this section, the auditor must: 
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(1) Plan the testing of internal con-
trol over compliance for major pro-
grams to support a low assessed level
of oontrol risk for the assertions rel-
evant to the oomplrance requirements
for eaoh major program; and
(ii) Perform testing of internal con-

trol as planned in paragraph (0)(3)(i) of
this seotion.
(4) When internal control over some

or all of the oompnance requirements
for a major program are likely to be in-
effeotive in preventing or deteoting
noncompliance, the planning and per-
forming of testing desoribed in para-
graph (0)(3) of this section are not re-
quired for those compliance require-
ments. However, the auditor must re-
port a signifioant deficiency or mate-
rial weakness in accordance with
§200.516 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) Oompliance. (1) In addition to the

requirements of GAGAS, the auditor
must determine whether the auditee
has complied with Federal statutes,
regulations, and the terms and condi-
tions of Federe;l 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 largest Federal programs
are included in the compliance supple-
ment.
(3) For the compliance requtrements

related to Federal programs contained
in the oomplianoe supplement, an audit
of these oomplfance requirements w1l1
meet the requirements of this part.
Where there have been changes to the
compliance requirements and the
changes are not. reflected in the com-
pliance supplement, the auditor must
determine the current compliance re-
quirements and modify the audit proce-
dures accordingly. For those Federal
programs not covered in the compli-
ance supplement, the auditor must fol-
low the compliance supplement's guid-
ance for programs not included in the
supplement:
(4) The compliance testing must in-

clude tests of transaotions and such
other auditing procedures necessary to

§200.515

provide the auditor suffioient appro-
priate audit evidence to support an
opinion on oomplfanoe,
(e) Audtt follow-up. The auditor must

'follow-up on prior audit findings, per-
form procedures to assess the reason-
ableness of the summary schedule of
prior audit' findings prepared by the
auditee in accordance with §200.511
Audit findings follow-up paragraph (b),
and report, as a current year audit
finding, when the auditor concludes
that the summary schedule of prior
audit findings materially misrepre-
sents the status of any prior audit find-
ing. The auditor must perform audit
follow-up prooedures regardless of
whether a prior audit finding relates to
a major program ill the current year.

(f) Data Oollection Form. As required
in §200.512 Report submission para-
graph (b)(3), the auditor must complete
and sign specified sections of the data
colleotion ~orm.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 76887,Dec. 19, 2014]

§200.515 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-
cordanoe with this part and include the.
following:
(a) An opinion (or disclaimer of opin-

ion) as to whether the financial state-
ments are presented fairly in all mate-
rial respects in accordance with gen-
erally accepted accounting 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 finanoial statements as a
whole.
(b) A report on internal control over

Iinancial reporting and compltance
with provisions of laws, regulations,
contracts, and award agreements, non-
oompliance with which 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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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 compliance requirements

for each major program; and

ii) Perform testing of internal con- 
trol as planned in paragraph ( e)( 3)( 1) of
this section. 

4) When internal control over some

or all of the compliance requirements

for a major program are likely to be in- 
effective in preventing or detecting
noncompliance, the planning and per- 
forming of testing described in 'para- 
graph ( c)( 3) of this section are not re- 

quired for those compliance require- 

ments. However, the auditor must re- 

port a significant deficiency or mate- 
rial weakness in accordance with

200. 516 Audit findings, assess the re- 
lated control risk at the maximum, 

and consider whether additional com- 

pliance tests are required because of

ineffective internal control, 
d) Compliance. ( 1) In addition to the

requirements of GAGA;S, the auditor

must determine whether the auditee

has complied with Federal statutes, 

regulations, and the terms and condi- 

tions of Federal awards that may have
a direct and material effect on each of

its major programs. 
2) The principal compliance require- 

ments applicable to most Federal pro- 

grams and the compliance require- 
ments of the largest Federal programs

are included in the compliance supple- 

ment. 

3) For the compliance requirements
related to Federal programs contained

in the compliance supplement, an audit

of these compliance requirements will

meet the requirements of this part. 
Where there have been changes to the
compliance requirements and the

changes are not reflected in the com- 
plianoe supplement, the auditor must

determine the current compliance re- 

quirements and modify the audit proce- 
dures accordingly. For those Federal
programs not covered in the compli- 
ance supplement, the auditor must fol- 

low the compliance supplement's guid- 

ance for programs not included in the
supplement. 

4) The compliance testing must in- 
clude tests of transactions and such

other auditing procedures necessary to

200.515

provide the auditor sufficient appro- 

priate audit evidence to support an

opinion on compliance. 

e) Audit follow -up. The auditor must
follow -up on prior audit findings, per- 
form procedures to assess the reason- 

ableness of the summary schedule of
prior audit- findings prepared by the
auditee in accordance with § 200. 611

Audit findings follow -up paragraph ( b), 
and report, as a current year audit

finding, when the auditor concludes
that the summary schedule of prior
audit findings materially misrepre- 
sents the status of any prior audit find- 
ing. The auditor must perform audit
follow -up prooedures regardless of

whether a prior audit finding relates to
a major program in the current year. 

f) Data Collection Form. As required
in § 200.512 Report submission para- 

graph (b)( 3), the auditor must complete
and sign specified sections of the data
collection form. 

78 FR 78608, Dec. 26, 2013, as amended at 79

FR 76887, Dec. 19, 20141

200.515 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) as 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 financial statements as a

whole. 

b) A report on internal control over

financial reporting and compliance
with provisions of laws, regulations, 

contracts, and award agreements, non- 

compliance with which could have a
material effect on the financial state- 

ments. This report must describe the

scope of testing of internal 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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§200.516

questioned costs desoribed in para-
graph (d) of this seotion.
(0) A report on compliance for each

major program and a report on internal
control over compliance. This report
must describe the scope of testing of
internal control over compliance, in-
clude an opinion or disclaimer of opin-
ion as to whether the auditee cornplted
with Federal statutes, regulations, and
the terms and conditions of Federal
awards whioh oould have a direct and
material effect on eaoh major program
and refer to the separate schedule of
findings and Questioned costs described
in paragraph (d) of this seotion.
(d) A schedule of findings and ques-

tioned costs which must include the
following three oomponents:
(1) A summary of the auditor's re-

sulta, whioh must inolude:
(i) The type of report the auditor

issued on whether the financlal state-
ments audited were prepared in accord-
ance with GAAP (I.e., unmodified opin-
ion, qualified opinion, adverse opinion,
or disclaimer of opinion);
(H) 'Where appheable, a statement

about whether significant deficiencies
or material weaknesses in internal con-
trol were disolosed by the audit of the
finanoia,l statements;
(11i)A statement as to whether the

audit disclosed any noncompliance
that is material to the financial state-
ments of the auditee;
(tv) Where applicable, a statement

about whether significant defioienoies
or material weaknesses in internal con-
trol over major programs were dis-
closed by the audit;
(v) The type of report the auditor

issued on compliance for major pro-
grams (i.e., unmodified opinion, quali-
fied opinion, adverse opinion, or dis-
claimer of opinion);
(vi) A statement as to whether the

audit disclosed any audit findings that
the auditor is required to report under
§200.516Audit findings paragraph (a);
(vii) An identification of major pro-

grams by listing each individual major
program; however in the case of a clus-
ter of programs only the cluster name
as shown on the Schedule of Expendi-
tures of Federal Awards is required;
(viii) The dollar threshold used to

distinguish between Type A and Type B
programs, as described in §200.51B

2 CFRCh. II (H-15 Edlllon)

Major program determination para-
graph (b)(I), or (b)(3)when a reoaloula-
tion of the Type A threshold is re-
quired for large loan or loan guaran-
tees; and
(ix) A statement as to whether the

auditee qualified as a low-risk auditee
under §200.520Criteria for a low-risk
auditee.
(2) Findings relating to the financial

statements which are required to be re-
ported in accordance with GAGAS.
(3) Findings and questioned coste for

Federal awards which must include
audit findings as defined in §200.616
Audit findings, paragraph (a).
(i) Audit findings (e.g., internal con-

trol findings, compliance findings,
questioned oeste, or fraud) that relate
to the same issue must be presented as
a single audit finding. Where practical,
audit findings should be organized by
Federal agenoy or pass-through entity.
(11)Audit findings that relate to both

the financial statements and Federal
awards, as reported under paragraphs
(d)(2) and (d)(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 sohedule
may be in summary form with a rei-
erence to a detailed reporting in the
other section of the schedule.
(e) Nothing in this part precludes

oombining of the audit reporting re-
quired by this seotion with the report-
ing required by §200.612Report submis-
sion, paragraph (b) Data Collection
when allowed by GAGAS and Appendix
X to Part 200-Data Collection ForID
(Form SF-SAC)..
['18 FR 78608,Dec. 26, 2013, as amended at 79
FR 75887,Dec.19, 2014]

§200.516 Audit findings.
(a) Audit findings reported. The audi-

tor must report the following as audit
findings in a schedule of findings and
questioned oosts:
(1) Signifioant defiCiencies and mate-

rial weaknesses in internal oontrol
over major programs and significant
inatanoes of abuse relating to major
programs. The auditor's determination
of whether a deficiency in internal con-
trol is a signifioant deficiency or mate-
rial weakness for the purpose of report-
ing an audit finding is in relation to a
type of compliance requirement for a
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questioned costs described in para- 
graph (d) of this section. 

c) A report on compliance for each

major program and a report on internal
control over compliance. This report

must describe the scope of testing of
internal control over compliance, in- 
clude an opinion or disclaimer of opin- 

ion as to whether the auditee complied
with Federal statutes, regulations, and

the terms and conditions of Federal

awards which could have a direct and

material effect on each major program

and refer to the separate schedule of

findings and questioned costs described
in paragraph ( d) of this section. 

d) A schedule of findings and ques- 
tioned costs which must include the

following three components: 
1) A summary of the auditor's re- 

sults, which must include: 
i) The type of report the auditor

issued on whether the financial state- 

ments audited were prepared in accord- 
ance with QAAP ( i.e., unmodified opin- 
ion, qualified opinion, adverse opinion, 

or disclaimer of opinion); 
11) ' Where applicable, a statement

about whether significant deficiencies
or material weaknesses in internal con- 

trol were disclosed by the audit of the
financial statements; 

iii) A statement as to whether the

audit disclosed any noncompliance
that is material to the financial state- 
ments of the auditee; 

iv) Where applicable, a statement
about whether significant deficiencies
or material weaknesses in internal con- 
trol over major programs were dis- 

closed by the audit; 
v) The type of report the auditor

Issued on compliance for major pro- 

grams ( i.e., unmodified opinion, quali- 

fied opinion, adverse opinion, or dis- 
claimer of opinion); 

vi) A statement as to whether the
audit disclosed any audit findings that
the auditor is required to report under

200. 516 Audit findings paragraph (a); 

vii) An identification of major pro- 

grams by listing each individual major
program; however in the case of a clus- 

ter of programs only the cluster name
as shown on the Schedule of Expendi- 
tures of Federal Awards is required; 

viii) The dollar threshold used to
distinguish between Type A and Type B
programs, as described in § 200. 518

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

Major program determination para- 
graph ( b)( 1), or ( b)( 3) when a recaloula- 
tion of the Type A threshold is re- 
quired for large loan or loan guaran- 
tees; and

ix) A statement as to whether the
auditee qualified as a low -risk auditee
under § 200. 520 Criteria for a low -risk
auditee. 

2) Findings relating to the financial
statements which are required to be re- 
ported in accordance with G}AGAS. 

3) Findings and questioned costs for

Federal awards which must include
audit findings as defined in § 200. 616

Audit findings, paragraph (a). 

1) Audit findings ( e. g., internal con- 
trol findings, compliance findings, 

questioned costs, or fraud) that relate
to the same issue must be presented as

a single audit finding. Where practical, 
audit findings should be organized by
Federal agency or pass - through entity. 

if) Audit findings that relate to both
the financial statements and Federal
awards, as reported under paragraphs

d)( 2) and ( d)( 3) of this section, respec- 

tively, must be reported in both sec- 
tions of the schedule. However, the re- 

porting in one section of the schedule
may be in summary form with a ref- 
erence to a detailed reporting in the
other section of the schedule. 

e) Nothing in this part precludes
combining of the audit reporting re- 

quired by this section with the report- 
ing required by §200. 612 Report submis- 
sion, paragraph ( b) Data Collection

when allowed by CAC +AS and Appendix
X to Part 200 —Data Collection Form
Form SF- SAC).. 

78 FR 78608, Dec. 26, 2013, as amended at 79

FR 75887, Dec. 19, 2014] 

200.516 Audit findings. 

a) Audit findings reported. The audi- 
tor must report the following as audit
findings in a schedule of findings and
questioned costs: 

1) Significant deficiencies and mate- 

rial weaknesses in internal control

over major programs and significant

instances of abuse relating to major
programs. The auditor' s determination

of whether a deficiency in internal con- 
trol is a significant deficiency or mate- 
rial weakness for the purpose of report- 
ing an audit finding is in relation to a
type of compliance requirement for a
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major program identified in the Com-
pliance Supplement.

(2) Material noncompliance with the
provisions of Federal statutes, regula-
tions, or the terms and conditions of
Federal awards related to a major pro-
gram. The auditor's determination of
whether a noncompliance with the pro-
visions of Federal statutes, regula-
tions, or the terms and oonditions of
Federal awards is material for the pur-
pose 'of reporting an audit finding is in
relation to a type of oompliance re-
quirement for a major program identi-
fied in the compliance supplement.

(3) Known questioned oosts that are
greater than $25,000for a type of com-
plianoe requirement for a major pro-
gram. Known questioned costs are
those speoifically identified by the
auditor. In evaluating the effeot of
questioned oosts on the opinion on
oomplrance, the auditor oonsiders the
best estimate of total costs questioned
(likely questioned costs), not just the
questioned costs speoifically identified
(known questioned costs). The auditor
must also report known questioned
oosts when likely questioned costs are
greater than $25,000for a type of com- .
pllance requirement for a major pro-
gram. In reporting questioned costs,
the auditor must include information
to provide proper perspeotive for judg-
ing the prevalence and conaequences of
the questioned oosts.

(4) Known questioned oosts that are
greater than $25,000for a Federal pro-
gram whioh is not audited as a major
program. Except for audit follow-up,
the auditor is not required under this
part to perform audit prooedures for
such a Federal program; therefore, the
auditor will normally not find ques-
tioned costs for a program that Is not
audited as a major program. However,
if the auditor does become aware of
questioned costs for a Federal program
that is not audited as a major program
(e.g., as part of audit follow-up 01' other
audit procedures) and the known ques-
tioned costs are greater than $25,000,
then the audl tor must report this as an
audit finding.

(5) The oircumstanoes concerning
why the auditor's report on compliance
for each major program is other than
an unmodified opinion, unless such oir-
oumstances are otherwise reported as

§200.516

audit findings in the schedule of find-
Ings and questioned costs for Federal
awards.

(6) Known or likely fraud affecting a
Federal award, unless such fraud is
otherwise reported as an audit finding
In the schedule of findings and ques-
tioned costs for Federal awards. This
paragraph does not require the auditor
to report publioly information which
oould compromise .investigative or
legal prooeedings 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-
reot reporting requirements of GAGAS.

(7) Instanoes where the results of
audit follow-up procedures disclosed
that the summary schedule of prior
audit findings prepared by the auditee
in accordance with §200.511Audit find-
ings follow-up, paragraph (b) materi-
ally misrepresents the status of any
prior audit finding ..

(b) Audit finding detail and clarity.
Audit findings must be presented In
suffioient detail and olarity for the
auditee to prepare a correctdve aotion
plan and take correoti ve action, and
for Federal agencies and pass-through
entities to arrive at a management de-
cision. The following speoifio informa-
tion must be included, as applioable, in
audit findings:

(1) Federal program and speoific Fed-
eral award identification including the
OFDA title and number, Federal award
identification number and year, name
of Federal agency, and name of the ap-
plioable pass-through entity. When in-
formation, suoh as the CFDA title and
number or Federal award identifioation
number, is not available, the auditor
must provide the best information
available to describe the Federal
award.

(2) The oriteria or speoific require-
ment upon whloh the audit finding is
based, including the Federal statutes,
regulations, or the terms and condi-
tions of the Federal awards. Criteria
generally i\lentify the required or de-
sired state or expectation with respect
to the program or operation. Criteria
provide a context for evaluating evi-
denoe and understanding findings.

(3) The condition found, Including
facts that support the defioiency iden-
tified in the audit finding.
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major program identified in the Com- 
pliance. Supplement. 

2) Material noncompliance with the
provisions of Federal statutes, regula- 
tions, or the terms and conditions of
Federal awards related to a major pro- 

gram. The auditor' s determination of
whether a noncompliance with the pro- 
visions of Federal statutes, regula- 

tions, or the terms and conditions of

Federal awards is material for the pur- 

pose of reporting an audit finding is in
relation to a type of compliance re- 

quirement for a major program identi- 
fied in the compliance supplement. 

3) Known questioned costs that are
greater than $25, 000 for a type of com- 
pliance requirement for a major pro- 
gram. Known questioned costs are

those specifically identified by the
auditor. In evaluating the effect of
questioned costs on the opinion on

compliance, the auditor considers the
best estimate of total costs questioned

likely questioned costs), not just the
questioned costs specifically identified
known questioned costs). The auditor

must also report known questioned
costs when likely questioned costs are
greater than $25, 000 for a type of com- 
pliance requirement, for a major pro- 

gram. In reporting questioned costs, 
the auditor must include information

to provide proper perspective for judg- 

ing the prevalence and consequences of
the questioned costs. 

4) Known questioned costs that are
greater than $25, 000 for a Federal pro- 
gram which is not audited as a major

program. Except for audit follow -up, 
the auditor is not required under this
part to perform audit procedures for
such a Federal program; therefore, the

auditor will normally not find ques- 
tioned costs for a program that is not
audited as a major program. However, 
if the auditor does become aware of
questioned costs for a Federal program
that is not audited as a major program

e. g., as part of audit follow -up or other
audit procedures) and the known ques- 
tioned costs are greater than $ 25, 000, 
then the auditor must report this as an

audit finding. 
5) The circumstances concerning

why the auditor' s report on compliance
for each major program is other than
an unmodified opinion, unless such oir- 

cumstances are otherwise reported as

f

audit findings in the schedule of find- 
ings and questioned costs for Federal
awards. 

6) Known or likely fraud affecting a
Federal award, unless such fraud is
otherwise reported as an audit finding
In the schedule of findings and ques- 
tioned costs for Federal awards. This
paragraph does not require the auditor

to report publicly information which
could compromise . investigative or
legal proceedings or to make an addi- 

tional reporting when the auditor con- 
firms that the fraud was reported out- 
side the auditor' s reports under the di- 
rect reporting requirements of GAGAS. 

7) Instances where the results of
audit follow -up procedures disclosed
that the summary schedule of prior
audit findings prepared by the auditee
in accordance with §200. 511 Audit find- 

ings follow -up, paragraph ( b) materi- 
ally misrepresents the status of any
prior audit finding. 

b) Audit finding detail and clarity. 
Audit findings must be presented in
sufficient detail and clarity for the
auditee to prepare a corrective action
plan and take corrective action, and
for Federal agencies and pass- through
entities to arrive at a management de- 
cision, The following specific informa- 
tion must be included, as applicable, in
audit findings: 

1) Federal program and specific Fed- 
eral award identification including the
CFDA title and number, Federal award
identification 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 Federal award identification
number, is not available, the auditor
must provide the best information
available to describe the Federal
award. 

2) The criteria or specific require- 

ment upon which the audit finding is
based, including the federal statutes, 
regulations, or the terms 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. 

3) The condition found, including
facts that support the deficiency iden- 
tified in the audit finding. 
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(4) A statement of cause that identi-
fies the reason or explanation for the
condition or the factors responsible for
the difference between the situation
that exists (condition) and the required
or desired state (criteria), which may
also serve as a basis for recommenda-
tions for corrective aotion.
(5) The possible asserted effect to

provide suffictenf information to the
audi tee and Federal agency, or pass-
through entity in the case of a sub-
recipient, to permit them to determine
the cause and effect to facilitate
prompt and proper correcttve action. A
statement of the effect or potential ef-
fect should provide a clear, logical link
to establish the impact or potential
impaot of the difference between the
condition and the oriteria.
(6) Identification of questioned costs

and how they were computed. Known
questioned costs must be identified by
applicable CFDA number(s) and appli-
cable Federal award identifioation
number(s).
(7) Information to provide proper per-

speotive for judging the prevalence and
consequences of the audit findings,
such as whether the audit findings rep-
resent an isolated instance or a sys-
temic problem. Where appropriate, in-
stances identified must be related to
the universe and the number of cases
examined and be quantified in terms of
dollar value. The auditor should report
whether the sampling was a statis-
tically valid sample.
(8) Identification of whether the

audit finding was a repeat of a finding
in the immediately prior audit and if
60 any applicable prior year audit find-"
ing numbers.
(9) Recommendations to prevent fu-

ture occurrences of the deficiency iden-
tified in the audit finding.
(10) Views of responsible offioials of

the auditee.
(0) Reference numbers. Eaoh audit

finding in the schedule of findings and
questioned costs must include a ref-
erence number in the format meeting
the requirements of the data collection
form submission required by §200.512
Report submiaston, paragraph (b) to
allow for easy referencing of the audit
findings during follow-up.

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

§200.517 Audit documentation.
(a) Retention of audit documentation.

The auditor must retain audit docu-
mentation and reports for a minimum
of three years after the date of
issuance of the auditor's report(s) to
the auditee, unless the auditor is noti-
fied in writing by the cognizant agency
for audit, oversight agenoy for audit,
cognizant agency for indireot costs, or
palls-through entity to extend the re-
tention period. When the auditor is
aware that the Federal agency, pass-
through entity, or auditee is con-
testing an audit finding. the auditor
must oontact the parties contesting
the audit finding for guidance prior to
destruction of the audit documentation
and reports.
(b) Access to audit documentation.

Audit documentation must be made
available upon request to the cognizant
or oversight agency for audit or its des-
ignee, cognizant agency for indirect
cost, a Federal agency, or GAO at the
completion of the audit, as part of a
quality review, to resolve audit find-
ings, or to carry out oversight respon-
sibilities consistent with the purposes
of this part. Acoess to audit doou-
mentation Includes the right of Federal
agencies to obtain copies of audit docu-
mentation, as is reasonable and nee-
essary.

§200.518 Mojor program determina-
tion.

(a) General. The auditor must use a
risk-based approach to determine
whioh Federal programs are major pro-
grams. This risk-based approach must
include .<}onsideration of: current and
prior audit experience, oversight by
Federal agencies and pass-through en-
tities, and the inherentrtsk of the Fed-
eral program. The process in para-
graphs (b) through (h) of this seotion
must be followed.
(b) Step one. (1) The auditor must

identify the larger Federa,l programs,
which must be labeled Type A pro-
grams, Type A programs are defined as
Federal programs with Federal awards
expended during the audit period ex-
oeeding the levels outlined in the table
in this paragraph (b)(l):
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4) A statement of cause that identi- 
fies the reason or explanation for the
condition or the factors responsible for

the difference between the situation
that exists ( condition) and the required

or desired state ( criteria), which may

also serve as a basis for recommenda- 
tions for corrective action. 

5) The possible asserted effect to
provide sufficient information to the

auditee and Federal agency, or pass - 
through entity in the case of a sub - 
recipient, to permit them to determine
the cause and effect to facilitate

prompt and proper corrective action. A

statement of the effect or potential ef- 

fect should provide a clear, logical link

to establish the impact or potential
impact of the difference between the
condition and the criteria. 

6) Identification of questioned costs

and how they were computed. Known
questioned costs must be identified by
applicable OFDA number( s) and appli- 

cable Federal award identification
number(s). 

7) Information to provide proper per- 

spective for judging the prevalence and
consequences of the audit findings, 
such as whether the audit findings rep- 
resent an isolated instance or a sys- 

temic problem. Where appropriate, in- 
stances identified must be related to
the universe and the number of oases
examined and be quantified in terms of
dollar value. The auditor should report

whether the sampling was a statis- 
tically valid sample. 

8) Identification of whether the

audit finding was a repeat of a finding
In the immediately prior audit and if. 
so any applicable prior year audit find- 
ing numbers. 

9) Recommendations to prevent fu- 
ture occurrences of the deficiency iden- 

tified in the audit finding. 
10) Views of responsible officials of

the auditee. 

e) Reference numbers. Each audit

finding in the schedule of findings and
questioned costs must include a ref- 

erence number in the format meeting
the requirements of the data collection

form submission required by § 200. 512

Report submission, paragraph ( b) to

allow for easy referencing of the audit
findings during follow -up, 

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

200.517 Audit documentation. 

a) Retention of audit documentation. 
The auditor must retain audit docu- 
mentation and reports for a minimum

of three years after the date of
issuance of the auditor' s report(s) to
the auditee, unless the auditor is noti- 
fied in writing by the cognizant agency
for audit, oversight agency for audit, 
cognizant agency for indirect costs, or
pass- through entity to extend the re- 
tention period. When the auditor is
aware that the Federal agency, pass - 

through entity, or auditee 1s con- 

testing an audit finding, the auditor
must contact the parties contesting
the audit finding for guidance prior to
destruction of the audit documentation

and reports. 

b) Access to audit documentation. 
Audit documentation . must be made
available upon request to the cognizant

or oversight agency for audit or its des- 
ignee, cognizant agency for indirect
cost, a Federal agency, or GAO at the
completion of the audit, as part of a

quality review, to resolve audit find- 
ings, or to carry out oversight respon- 
sibilities consistent with the purposes
of this part. Access to audit docu- 
mentation includes the right of Federal
agencies to obtain copies of audit docu- 
mentation, as is reasonable and nec- 

essary. 

200.518 Major program determina- 
tion. 

a) General. The auditor must use a

risk -based approach to determine

which Federal programs are major pro- 

grams. This risk -based approach must

include .gonsideration of; current and

prior audit experience, oversight by
Federal agencies and pass - through en- 
tities, and the inherent -risk of the Fed- 
eral program. The process in para- 
graphs ( b) through ( h) of this section

must be followed. 

b) Step one. ( 1) The auditor must

identify the larger Federal programs, 
which must be labeled Type A pro- 
grams. Type A programs are defined as

Federal programs with Federal awards

expended during the audit period ex- 
ceeding the levels outlined in the table
In this paragraph (b)( 1): 
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Total Federal awards ex-
pended Type AlB Ihreshold

$750.000.Equal 10 or exceed $750.000
but less than or equal 10
$25 mlmon.

Exceed $25 million but less
lhen or equal 10 $100 mil·
lion.

Exceed $100 million but less
than or equal 10 $1 billion.

Exceed $1 billion but less
than or equal 10 $10 billion.

F.xceed $10 billion bulless
than or equal 10 $20 blUlon.

Exceed $20 billion •.•.•.•.•.•.•.•.•

TOlal Federal awards ex-
pended limes .03.

$3 million.

Total Federal awards ex-
pended limes .003.

$30 million.

Tolal Federal awerds ex-
pended limes .0015.

(2) Federal programs not labeled
'rype. A under paragraph (b)(l) of this
seotion must be labeled Type B pro-
grams.
(3) The inolusion of large loan and

loan guarantees (loans) must not result
in the exclusion of other programs as
Type A programs. When a Federal pro-
gram providing loans exceeds four
times the largest non-loan program it
is oonsidered a large loan program, and
the auditor must consider this Federal
program as a Type A program and ex-
clude its values in determining other
Type A programs. This reoalculation of
the Type A program is performed after
removing the total of all large loan
programs. For the purposes of this
paragraph a program is only oonsidered
to be a Federal program providing
loans if the value of Federal awards ex-
pended for loans within tlie program
oomprises fifty peroent or more of the
total Federal awards expended for the
program. A cluster of programs is
treated as one program and the value
of Federal awards expended under a
loan program is determined as de-
scribed in §200.502 Basis for deter-
mining Federal awards expended.
(4) For biennial audits permitted

under §200.o04 Frequency of audits, the
deterp:J.ination of Type A and Type B
programs must be based upon the Fed-
eral awards expended during the two-
year period, .

(0) Step two. (1) The auditor must
identify Type A programs which are
low-risk. In making this determina-
tion, the auditor must oonsider wheth-
er the requirements in §200.519Criteria
for Federal program risk paragraph (c),
the results of audit follow-up, or any
changes in personnel 01' systems affeot-
ing the program indioate signifioantly

§200.518

inoreased risk and preclude the pro-
gram from being low risk, For a Type
A program to be oonsidered low-risk, it
must have been audited as a major pro-
gram in at least one of the two most
reoent audit periods (in the most re-
cent audit period in the case of a bien-
nial audit), and, in the most recent
audit period, the program must have
not had:
(1) Internal control defioienoies

which were identified as material
weaknesses in the auditor's report on
internal control for major programs as
required under §200.515Audit report-
ing, paragraph (0);
(11)A modified opinion on the pro-

gram in the auditor's report on major
programs as required under §200.515
Audit reporting, paragraph (0); or
(iii) Known or likely questioned coats

that exceed five percent of the total
Federal awards expended for the pro-
gram.
(2) Notwithstanding paragraph (0)(1)

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 oertam recipient.
For example, it may be neoessary for a
large Type A program to be audited as
a major program each year at a par-
ticular recipient to allow the Federal
awarding agency to comply with 31
U.S.C. 3515. The Federal awarding
agency must notify the reoipient and,
if known, the auditor of OMB's ap-
proval at least 180calendar days prior
to the end of the fisoal year to be au-
dited.
(d) Step three. (1) The auditor must

identify Type B programs whioh are
high-risk using professional judgment
and the oriteria in §200.519Criteria for
Federal program risk. However, the
auditor is not required to identify more
high-risk Type B programs than at
least one fourth the number of low-risk
Type A programs identified as low-risk
under Step 2 (paragraph (0) of this sec-
tion). Exoept for known material weak-
ness in internal oontrnl or oomplianoe
problems as discussed in §200.519Cri-
teria for Federal program risk para-
graphs (b)(l), (b)(2), and (0)(1), a single
oriteria in risk would seldom cause a
Type B program to be oonsidered high-
risk. When identifying whioh Type B
programs to risk assess, the auditor is
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Total Federal awards ex- 
pended

Type A/9 threshold

Equal to or exceed $ 750,000 750,000, 

but less then or equal to
25 rnilhon, 

Exceed $25 million but less Total Federal awards ex- 

than or equal to $ 100 mil- pended times . 03. 

Ilon. 

Exceed $100 million but less 3 million. 

then or equal to $ 1 billion. 
Exceed $ 1 billion but less Total Federal awards ex- 

then or equal to $ 10 billion. pended times . 003. 

Exceed $10 billion but less 30 million. 

than or equal to $ 20 billion. 
Exceed $20 billion ................. Total Federal awards ex- 

pended times . 0015. 

2) Federal programs not labeled
Type. A under paragraph ( b)( 1) of this
section must be labeled Type B pro- 
grams. 

3) The inclusion of large loan and
loan guarantees (loans) must not result

In the exclusion of other programs as
Type A programs. When a Federal pro- 

gram providing loans exceeds four
times the largest non -loan program it
is considered a large loan program, and
the auditor must consider this Federal
program as a Type A program and ex- 
clude its values in determining other
Type A programs. This recalculation of
the Type A program is performed after

removing the total of all large loan
programs. For the purposes of this

paragraph a program is only considered
to be a Federal program providing
loans if the value of Federal awards ex- 

pended for loans 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. 502 Basis for deter- 

mining Federal awards expended. 
4) For biennial audits permitted

under §200. 504 Frequency of audits, the
determination of Type A and Type B
programs must be based upon the Fed- 
eral awards expended during the two - 
year period. 

o) Step two. ( 1) The auditor must

identify Type A programs which are
low -risk. In snaking 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

2 ®0.518

increased risk and preclude the pro- 

gram from being low risk. For a Type
A program to be considered low -risk, it
must have been audited as a major pro- 

gram in at least one of the two most
recent audit periods ( in the most re- 
cent audit period in the case of a bien- 
nial audit), and, in the most recent
audit period, the program must have
not had: 

f) Internal control deficiencies

which were identified as material

weaknesses in the auditor' s report on

internal control for major programs as
required under § 200. 515 Audit report- 

ing, paragraph (c); 
ii) A modified opinion on the pro- 

gram in the auditor' s report on major

programs as required under § 200. 515

Audit reporting, paragraph ( c); or
iii) Known or likely questioned costs

that exceed five percent of the total
Federal awards expended for the pro- 
gram. 

2) Notwithstanding paragraph ( c)( 1) 
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 as
a major program each year at a par- 

ticular recipient to allow the Federal

awarding agency to comply with 31
U.S. C. 3515. The Federal awarding

agency must 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 programs which are
high -risk using professional judgment
and the criteria in §200. 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 ( o) of this sec- 
tion). Except for known material weak- 
ness in internal control or compliance

problems as discussed in § 200.519 Cri- 
teria for Federal program risk para- 
graphs ( b)( 1), ( b)( 2), and ( c)( 1), a single
criteria in risk would seldom cause a

Type B program to be considered high - 

risk. When identifying which Type B
programs to risk assess, the auditor is
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§200.519

encouraged to use an approach which
provides an opportunity for different
high-risk T.ype B programs to be au-
dited as major over a period of time.
(2) The auditor is not expected to per-

form risk assessments on relatively
small Federal programs. Therefore, the
auditor is only required to perform risk
assessments on Type B programs that
exoeed twenty-five peroent (0.25)of the
Type A threshold determined in Step 1
(paragraph (b) of this seotion).
(e) Step four. At a minimum, the

auditor must audit all of the following
as major programs:
(1) All Type A prcgrams not identi-

fied as low risk under step two (para-
graph (c)(1)of this section).
(2)All Type B programs identified as

high-risk under step three (paragraph
(d) of this section). '
(3) Such additional programs as may

be necessary to comply with the per-
centage of ooverage rule diSoussed in
paragraph (f) of this seotion. This may
require the auditor to audit more pro-
grams as major programs than the
number of Type A programs.
(f) percentage of coverage rule. If the

auditee meets the criteria in §200.520
Oriteria for a low-risk auditee, the
auditor need only audit the major pro-
grams identified in Step 4 (paragrap}1
(e)(l) and (2) of this seotion) and such
additional Federal programs with Fed-
eral awards expended that, in aggre-
gate, all major programs enoomnasa at
least 20 peroent (0.20)of total Federal
awards expended. Otherwise, the audi-
tor must audit the major programs
identified in Step 4 (paragraphs (e)(l)
and (2) of this sectton) 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 dooumenta-
tton the risk analysis process used in
determining major programs.
(h) Auditor's judgment. When the

major program determination was per-
formed and documented in accordance
with this Subpart, the auditor's judg-
ment in applying the risk-based ap-
preach to determine major programs
must be presumed correct. Ohallenges
by Federal agencies and pass-through

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

entities must only be for clearly im-
proper use of the requirements in this
part. However, Federal agenoies and
pass-through entities may provide
auditors guidance about the risk of a
partioularFederal program and the
auditor must consider this guidance in
determining major programs in audits
not yet completed.
[78 FR 78608,Dec. 26, 2018, as amended at 79
FR 75887,Dec. 19, 2014]

§200.519 Criteria for Federal program
risk.

(a) General. The auditor's determina-
tion should be based on an overall eval-
uation of the risk of noncompltance oc-
curring that could be material to the
Federal program. The auditor must
consider oriteria, such as descrlbed in
paragraphs (b), (c), and (d) of this sec-
tion, to identify risk in Federal pro-
grams. Also, as part of the risk anal-
ysis, the auditor may wish to discuss a
particular Federal program with
auditee management and the Federal
agency or pass-through entity.

(b) Current and prior audit experience.
(1)Weaknesses in internal control over
Federal programs would 'indicate high-
er risk. Oonsideration should be given
to the control environment over Fed-
eral programs and such faotors as the
expectation of management's adher-
enoe to Federal statutes, regulations,
and the terms and oonditions of Fed-
eral awards and the competence and
experienoe of personnel who administer
the Federal programs.
(1) A Federal program administered

under multiple internal control struo-
tures may have higher risk. When as-
seasing risk in a large single audit, the
auditor must consider whether weak-
nesses at's isolated in a single oper-
ating unit (e.g., one college oampus) or
pervasive throughout the entity.
(ii) When signifioant parts of a Fed-

eral program are passed through to
subreotpients, a weak system for moni-
toring subrecipients would indicate
higher risk.
(2) Prior audit findings would indi-

oate higher risk, partioularly when the
situations identified in the audit find-
ings could have a Significant impact on
a Federal program or have not been
corrected,
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encouraged to use an approach which

provides an opportunity for different
high -risk Type B programs to be au- 
dited as major over a period of time. 

2) The auditor is not expected to per- 
form risk assessments on relatively
small Federal programs. Therefore, the

auditor is only required to perform risk
assessments on Type B programs that

exceed twenty -five percent ( 0. 25) of the
Type A threshold determined in Step 1
paragraph (b) of this section). 

e) Step four. At a minimum, the
auditor must audit all of the following
as major programs: 

1) All Type A programs not identi- 

fied as low risk under step two ( para- 
graph (c)( 1) of this section). 

2) All Type B programs identified as
high -risk under step three ( paragraph
d) of this section). 

3) Such additional programs as may

be necessary to comply with the per - 
centage of coverage rule discussed in
paragraph ( f) of this section. This may
require the auditor to audit more pro- 

grams as major programs than the
number of Type A programs. 

f) Percentage of coverage rule. If the
auditee meets the criteria in § 200. 520
Criteria for a low -risk auditee, the
auditor need only audit the major pro- 
grams identified in Step 4 ( paragraph
e)( 1) and ( 2) of this section) and such

additional Federal programs with Fed- 

eral awards expended that, in aggre- 
gate, all major programs encompass at

least 20 percent ( 0. 20) of total Federal
awards expended. Otherwise, the audi- 
tor must audit the major programs

identified in Step 4 ( paragraphs ( e)( 1) 
and ( 2) of this section) and such addi- 

tional Federal programs with Federal
awards expended that, in aggregate, all
major programs encompass at least 40
percent ( 0. 40) of total Federal awards
expended. 

g) Documentation of risk. The auditor
must include in the audit documenta- 

tion the risk analysis process used in

determining major programs. 
h) Auditor' s judgment. When the

major program determination was per- 
formed and documented in accordance
with this Subpart, the auditor' s judg- 
ment in applying the risk -based ap- 
proaoh to determine major programs
must be presumed correct. Challenges
by Federal agencies and pass- through

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

entities must only be for clearly im- 
proper use of the requirements in this
part. However, Federal agencies and

pass- through entities may provide
auditors guidance about the risk of a
particular Federal program and the
auditor must consider this guidance in

determining major programs in audits
not yet completed. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75887, Dec. 19, 20141

200.519 Criteria for Federal program
risk. 

a) General. The auditor' s determina- 
tion should be based on an overall eval- 
uation of the risk of noncompliance oc- 

ourring that could be material to the
Federal program. The auditor must
consider criteria, such as described in
paragraphs ( b), ( c), and ( d) of this sec- 

tion, to identify risk in Federal pro- 
grams. Also, as part of the risk anal- 

ysis, the auditor may wish to discuss a
particular Federal program with

auditee management and the Federal

agency or pass- through entity. 
b) Current and prior audit experience. 

1) Weaknesses in internal control over
Federal programs would indicate high- 
er risk. Consideration should be given
to the control environment over Fed- 
eral programs and such factors as the
expectation of management' s adher- 

ence to Federal statutes, regulations, 
and the terms and conditions of Fed- 
eral awards and the competence and
experience of personnel who administer

the Federal programs. 

i) A Federal program administered
under multiple internal control struc- 

tures may have higher risk. When as- 
sessing risk in a large single audit, the
auditor must consider whether weak- 

nesses are isolated in a single oper- 

ating unit (e. g., one college campus) or
pervasive throughout the entity. 

ii) When significant parts of a Fed- 
eral program are passed through to
subrecipients, a weak system for moni- 
toring subrecipients would indicate
higher risk. 

2) Prior audit findings would indi- 
cate higher risk, particularly when the
situations identified in the audit find- 
ings could have a significant impact on
a Federal program or have not been
corrected, 
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(3) Federal programs not recently au-
dited as major programs may be of.
higher risk than Federal programs re-
cently audited as major programs with-
out audit findings .
. (c) Oversight exercised by Federal agen-

cies and pass-through entities. (1) Over-
sight exercised by Federal agenoies or
pass-through. entities oould be used to
assess risk. For example, recent moni-
toring or other reviews performed by
an oversight entity that disclosed no
signifioant problems would indioate
lower risk, whereas monitoring that
disolosed significant problems would
indioate higher risk.

(2) Federal agencies, with the concur- .
renoe of OMB, may identify Federal
programs that are higher risk. OMB
will provide this identifioation in the
compliance supplement.

(d) Inherent risk of the Federal pro-
gram. (1) The nature of a Federal pro-
gram may indioate risk. Oonsideration
should be given to the complexity of
the program and the extent to whioh
the Federal program oontracts for
goods and services. For example, Fed-
eral programs that disburse funds
through third party oontraots or have
eligibility crtterta may be of higher
riSK. Federal programs primarily in-
volving staff payroll costs may have
high risk for nonoomplianoe with re-
quirements of §200.430 Compensation-
personal services, but otherwise be at
low risk.

(2) The phase of a Federal program in
its life oyole at the Federal agenoy
may indioate risk. For example, a new
Federal program with new or interim
regulations may have higher risk than
an established program with time-test-
ed regulations. Also, significant
changes in Federal programs, statutes,
regulattons, or the terms and condi-
tions of Federal awards may increase
risk.

(3) The phase of a Federal program in
its life oycle at the audltee may indi-
oate risk. For example, during the first
and last years that an auditee partici-
pates in a Federal program, the risk
may be higher due to start-up or close-
out of program aotivities and staff.

(4) Type B programs with larger Fed-
eral awards expended would be of high-
er risk than programs with substan-

§200.520

tially smaller Federal awards ex-
pended.

§200.520 Criteria for a Iow-nisk
ouditee.

An auditee that meets all of the Col-
lowing conditions for each of the pre-
ceding two audit periods must qualify
as a low-risk auditee and be eligible for
reduoed audit coverage in accordance
with §200.618 Major program deter-
mination.

(a) Single audits were performed on
an annual basis in aooordanoe with the
provistons of thts Subpart, including
submitting the data oolleotion form
and the reporting package to the FAC
within the timeCrame speoified in
§200.612 Report submission. A non-Fed-
eral entity that has biennial audits
does not qualify as a low-risk auditee.

(b) The auditor's opinion on whether
the finanoial statements were prepared
in accordance with GAAP. or a basis of
accounting required by state law, and
the auditor's in relation to opinion on
the schedule of expenditures of Federal
awards were unmodified.

(c) There were no deficienoies in in-
ternal control whioh were identified as
material weaknesses under the require-
ments of GAGAS.

(d) The 'auditor did not report a sub-
stantial doubt about the auditee's abil-
ity to oontinue as a going conoern.

(e) None of the Federal programs had
audit findings from any of the fol-
lowing in either of the preceding two
audit periods in whioh they were classi-
fied as Type A programs:

(1) Internal oontrol defioienoies that
were identified as material weaknesses
in the auditor's report on internal oon-
trol for major programs as required
under §200.616 Audit reporting, para-
graph (c);

(2) A modified opinion on a major
program in the auditor's report on
major programs as required under
§200.616 Audit reporting, paragraph (0);
or

.(3) Known or llkely 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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3) Federal programs not recently au- 
dited as major programs may be of
higher risk than Federal programs re- 

cently audited as major programs with- 
out audit findings. 

c) Oversight exercised by Federal agen- 
cies and pass - through entitles. ( 1) Over- 
sight exercised by Federal agencies or
pass- through, entities could be used to
assess risk. For example, recent moni- 

toring or other reviews performed by
an oversight entity that disclosed no
significant problems would indicate
lower risk, whereas monitoring that
disclosed significant problems would

indicate higher risk. 

2) Federal agencies, with the eonour- 

rence of OMB, may identify Federal
programs that are higher risk. OMB
will provide this identification in the
compliance supplement. 

d) Inherent risk of the Federal pro- 
gram. ( 1) The nature of a Federal pro- 
gram may indicate risk. Consideration
should be given to the complexity of
the program and the extent to which
the Federal program contracts for
goods and services. For example, Fed- 
eral programs that disburse funds

through third party contracts or have
eligibility criteria may be of higher
risk. Federal programs primarily in- 
volving staff payroll costs may have
high risk for noncompliance with re- 
quirements of § 200.430 Compensation — 
personal services, but otherwise be at
low risk. 

2) The phase of a Federal program in
its life cycle at the Federal agency

may indicate risk. For example, a new
Federal program with new or interim
regulations may have higher risk than
an established program with time -test- 
ed regulations. Also, significant

changes in Federal programs, statutes, 

regulations, or the terms and condi- 

tions of Federal awards may increase
risk. 

3) The phase of a Federal program in
Its life cycle at the auditee may indi- 
cate risk. For example, during the first
and last years that an auditee partici- 
pates in a Federal program, the risk
may be higher due to start -up or close- 
out of program activities and staff, 

4) Type B programs with larger Fed- 
eral awards expended would be of high- 
er risk than programs with substan- 

tially smaller Federal awards ex- 
pended. 

200.520 Criteria for a low -risk

auditee, 

An auditee that meets all of the fol- 

lowing conditions for each of the pre- 
ceding two audit periods must qualify
as a low -risk auditee and be eligible for
reduced audit coverage in accordance
with § 200. 618 Major program deter- 
mination. 

a) Single audits were performed on
an annual basis in accordance with the
provisions of this Subpart, including
submitting the data collection form
and the reporting package to the FAC
within the timeframe specified in

200. 612 Report submission. A non -Fed- 
eral entity that has biennial audits
does not qualify as a low -risk auditee. 

b) The auditor' s opinion on whether

the financial statements were prepared

in accordance with GAAP, or a basis of

accounting required by state law, and
the auditor' s in relation to opinion on
the schedule of expenditures of Federal
awards were unmodified. 

c) There were no deficiencies in in- 
ternal control which were identified as
material weaknesses under the require- 
ments of GAGAS. 

d) The auditor did not report a sub -. 

stantial doubt about the auditoe' s abil- 

ity to continue as a going concern. 
e) None of the Federal programs had

audit findings from any of the fol- 
lowing in either of the preceding two
audit periods in which they were classi- 
fied as Type A programs: 

1) Internal control deficiencies that
were identified as material weaknesses
in the auditor' s report on internal oon- 
trol for major programs as required

under § 200. 616 Audit reporting, para- 
graph ( c); 

2) A modified opinion on a major

program in the auditor' s report on

major programs as required under

200. 616 Audit reporting, paragraph ( c); 
or

3) Known or likely questioned costs
that exceeded five percent of the total
Federal awards expended for a Type A

program during the audit period. 
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§200.521

MANAGEMENT DECISIONS

§ 200.521 Management decision.
(a) General. The management deci-

sion must clearly state whether or not
the audit finding is sustained, the rea-
sons for the deoision, and the expeoted
auditee action to repay disallowed
costs, make finanoial adjustments, or
take other aotion. If the auditee has
not completed corrective action, a
timetable. for follow-up should be
given. Prior to issuing the manage-
ment deoision, the Federal agenoy or
pass-through entity may request addi-
tional information 01' documentation
from the auditee, Including a request
for auditor assurance related to the
dooumentation, as a way of mitigating
disallowed costs. The management de-
oision should describe any appeal proo-
ess available to the auditee. While not
required, the Federal agency or pass-
through entity may also issue a man-
agement decision on findings relating
to the financial statements whioh are
required to be reported in accordance
withGAGAS.

(b) Federal agency. As provided in
§200.513 Responsibilities, paragraph
(0.)(7), the cognizant agenoy for audit
must be responsible for coordinating a
management deoision for audit find-
ings that affect the programs of more
than one Federal agency. As provided
in §200.513 Responsibilities, paragraph
(e)(3), a Federal awarding agency is re-
sponsible for issuing a management de-
olslon for findings that relate to Fed-
eral awards it makes to non-Federal
entities.

(c) Pass-through entity. As provided in
§200.331 Requirements for pass-through
entities, paragraph (d), the pass-
through entity must be responsible for
issuing a management decision for
audit findings that relate to Federal
awards it makes to subreoipients.

(d) Time requirements. The Federai
awarding agency or pass-through enti-
ty responsible for Issutng' a manage-
ment deoision must do so within six
months of acceptance of the audit re-
port by the FAC. The auditee must ini-
tiate and prooeed with oorreotive ac-
tion as rapidly as possible and oorreo-
tive aotion should begin no later than
upon receipt of the audit report.

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

(e) Reference numbers. Management
deoisions must include the reference
numbers the auditor assigned to each
audit finding in accordance with
§200.516 Audit findings paragraph (c).

ApPENDIXI TO PART 20D-FuLL TEXTOF
NOTIOE OF FUNDING OPPORTUNITY

The full text of the notice of funding op-
portunity Is organized in aecttons. The re-
quired format outlined in this appendix indi-
cates immediate1y following the title of each
seotaon whether that section is required in
every announcement or is a Federlj-l award-
ing agenoy option. The format is designed 80
that similar types of Information will appear
in the Barna seotions in announcements of
different Fedel'al funding opportunities. To-
ward that end. there is text in each of the
following sections to describe the types of in-
formation that a Federal awarding agenoy
would include in that section of an actual
announcement.

A Federal awarding agency that wishes to
Include information that the format does not
apecifically discuss may address that subject
in whatever aeotion(a) is most appropl'ie.teo
For example, if a Federal awarding agenoy
chooses to address performance goals in the
announcement, it might do ao in the funding
opportunity desoription, the application con-
tent, or the reporting requirements.

Similarly, when this format calls for a
type of information to be in a parbioular sec-
tion, a Federal awarding agency Wishing to
address that sublect in other seotlons may
elect to repeat the information in those sec-
tions or use cross references between the see-
tions (there should be hyperl1nks for orose-
references in any eleotronio versions of the
announoement). For example, a Federal
awarding agency may want to Include sec-
tion A information about the types of non-
Federal entities who are eligible to apply.
The format speoifies a standard looation for
that information in Seotion C.1 but does not
preclude repeating the information in sse-
tion A 01' creating a cross reference between
Section A and C.l, as long as a potential ap-
plicant can find the information qulokly and
easily from the standard looatlon.

The seotlons of the full text of the an-
nouncement are described in the following
paragraphs.

A. PROGRAM DESORIPl'ION-REQUlRED

This section oontains the full program de-
scription of the funding opportunity. It may
be as long as needed to adequately cornmu-
ntoate to potential applioants the areas in
whioh funding may be provided. It describes
the Federal awarding agency's funding prior-
ities 01' the teohnlcal or foous areas in which

192
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200.521

MANAGEMENT DECISIONS

200.521 Management decision. 

a) General. The management deci- 

sion must clearly state whether or not

the audit finding is sustained, the rea- 
sons for the decision, and the expected

auditee action to repay disallowed
costs, make financial adjustments, or

take other action. If the auditee has
not completed corrective action, a

timetable. for follow -up should be
given. Prior to issuing the manage- 
ment decision, the Federal agency or
pass- through entity may request addi- 
tional information or documentation
from the auditee, including a request
for auditor assurance related to the
documentation, as a way of mitigating
disallowed costs. The management de- 
cision should describe any appeal proc- 
ess available to the auditee. While not
required, the Federal agency or pass - 
through entity may also issue a man- 
agement decision on findings relating
to the financial statements which are

required to be reported in accordance
with GA(1AS. 

b) Federal agency. As provided in
200. 613 Responsibilities, paragraph

a)( 7), the cognizant agency for audit
must be responsible for coordinating a
management decision for audit find- 
ings that affect the programs of more

than one Federal agency. As provided
in § 200, 613 Responsibilities, paragraph

c)( 3), a Federal awarding agency is re- 
sponsible for issuing a management de- 
cision for findings that relate to Fed- 
eral awards it makes to non - Federal
entities. 

e) Pass - through entity. As provided in
200. 331 Requirements for pass- through

entities, paragraph ( d), the pass - 

through entity must be responsible for
issuing a management decision for
audit findings that relate to Federal
awards it makes to subrecipients. 

d) Time requirements. The Federal

awarding agency or pass - through enti- 
ty responsible for issuing 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 oorrec- 
tive action should begin no later than
upon receipt of the audit report. 

2 CPR Ch. II ( 1 - 1 - 15 EdI lon) 

e) Reference numbers. Management
decisions must include the reference

numbers the auditor assigned to each
audit finding in accordance with

200,616 Audit findings paragraph ( c). 

APPENDIX I TO PART 200 —FULL TEXT OF
NOTICE OF FUNDING OPPORTUNITY

The full text of the notice of funding op- 

portunity is organized in sections. The re- 
quired format outlined in this appendix indi- 
cates immediately following the title of each
section whether that section is required in

every announcement or is a Federal award- 
ing agency option. The format Is designed so
that similar types of information will appear
in the same sections in announcements of

different Federal funding opportunities. To- 
ward that end, there is text in each of the

following sections to describe the types of in- 
formation that a Federal awarding agency
would include in that seotion of an actual
announcement. 

A Federal awarding agency that wishes to
Include information that the format does not
specifically discuss may address that subject
in whatever section(s) is most appropriate. 

For example, if a Federal awarding agency
chooses to address performance goals in the
announcement, it might do so in the funding

opportunity description, the application con- 
tent, or the reporting requirements. 

Similarly, when this format calls for a
type of information to be in a particular sec- 

tion, a Federal awarding agency wishing to
address that subject in other sections may
elect to repeat the information in those sec- 
tions or use cross references between the see - 

tions ( there should be hyperlinks for cross - 
references in any electronic versions of the
announcement). For example, a Federal

awarding agency may want to include Sec- 
tion A information about the types of non - 
Federal entities who are eligible to apply. 
The format specifies a standard location for
that Information in Section C. 1 but does not
preclude repeating the information in Sec- 
tion A or creating a cross reference between
Section A and 0.1, as long as a potential ap- 
plicant can find the information quickly and
easily from the standard location, 

The sections of the full text of the an- 

nouncement are described in the following
paragraphs, 

A. PROGRAM DrA R= ON— REQUIRBD

This section contains the full program de- 
scription of the funding opportunity. It may
be as long as needed to adequately commu- 
nicate to potential applicants the areas in

which funding may be provided. It describes
the Federal awarding agency' s funding prior- 
ities or the technical or focus areas in which
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OMB Guidance

the Federal awarding agenoy intenda to pro-
vide aestatance. As appropriate, it may in-
cludeany program history (e.g., whether this
is a new program or a new or changed area of
program emphasis). This sectaon may com-
municate indicators of successtul profeots
re.s., if the program encourages oouaoc-
ra.tive afforta) and may include examples of
projeots that have been funded previously.
Tliis sectton also may Include other Informa-
tion the Federal awarding agenoy deems nec-
essary, and must at a minimum Include cita-
tions for authorizing statutes and regula-
tions for the funding opportunity.

D. FEDERAL AWARD lNFORMATION-REQUlRED

This section provides suffioient informa-
tion to help an applicant make an informed
decision about whether to submtt a proposal.
Relevant information oould inolude the total
amount of funding that the Federal awarding
agency expects to award through the an-
nounoement; the antiolpated number of Fed-
eral awards; the expected amounts of indi-
vidual Federal awards (which may be a
range); the amount of funding per Federal
award, on average, experienced in previous
yearSj and the antioipated atart dates and
periods of performance for new Federal
awards. This section also sbould address
whether applioations for renewal or sup-
plementation of existing projects are eligible
to compete with applioations for new Fed-
eral awards.

Tllis section also must indicate the type(s)
of assistanoe instrument (e.g., grant, cooper-
ative agreement) that may be awarded if ap-
plioations are suooesstul. If cooperative
agreements may be awarded, this section Bi-
ther should describe the "Bubstantial in-
volvement" that the federal awarding agen-
oy expects to have or should reference where
the potential applicant can find that infor-
mation (e.g., in the funding opportunity de-
scription In A. Program Description-Re-
quired or Federal award administration In-
formation in SeotiOD D. Applioation and
Submission Information). If procurement
contracts also may be awarded, this must be
stated.

C. ELIGIBILITY INFORMATION

This seotion addresses the considerations
or faotors that determine applicant or appli-
cation eligibility. This Includes the eUgi-
bUlty of particular types of applicant organi-
zations, any taotors affeoting the eliglblI1ty
of the prinoipal investigator or projeot dtrec-
tor, and any criteria that make particular
projects ineligible. Fede!';"l agenoles should
make clear whether an applicant's failure to
meet an 'eligibility criterion by the time of
an applioation deadline will result in the
Federal awarding agenoy returning the ap-
plication without review or, even though an
appltoatdon may be reviewed, will preclude

pt. 200, App, I

the Federal awarding agency from making a
Federal award. Key elements to be addressed
are:
1. Eligible Applioan/$-Required. Announce-

ments must olearly identifY the types of en-
tities that are eligible to apply. If there are
no restrtotaons on el1gibllity, this section
may simply indioate that all potential appli-
cants are allglble. If there are restriotions on
eligibility, it ia important to be clear about
the speclflc types of entities that are eligi-
ble, not just. the types that are ineligible.
For example, if the program is limited to
nonprofit organizations subjeot to 26 U.S.O.
601(0)(3)of the tax code (26 U.S.C. 501(c)(3»,
the announcement should Bay so. Similarly,
it is better to state explioitly that Native
Amerioan tribal organizations are eligible
than to assume that they can unambiguously
infer that from a statement that nonprofit
organizations may apply. Eligibility also can
be expressed by exception, (a.g., open to all
types of domestic applicant!! other than indi-
viduals). Tllis seotion should refer to any
portion of Section D specifying dooumenta-
tion that must be submitted to support an
eligibility determination (e.g., proof of
601(c)(3)status as determined by the Internal
Revenue Service or an authorizing tribal res-
olution). To the extent that any funding re-
striotion in Seotion D.6 could affeot the ell-
glbility of an applloant or project. the an-
nounoement must either restate that restrio-
tlon in this seotlon or provide a cross-ref-
erence to its desoription in Beotton D.6.

2. Cost Sharing or Matching-Required. An-
nounoements must state whether there Is re-
quil'ed oost sharing, matching, or cost par-
tioipation without which an applioatlon
would be ineligible (if oost sharing is not re-
quired, the announcement must explioltly
aay so), Required cost sharing may be a cer-
tain percentage or amount, 01'may be in the
form of contributions of speoified items or
actavtttes (e.g.• provision of equipment). It is
important that the announcement be clear
about any restriotions on the types or oost
(e.g., in-kind oontributlons) that are accept-
able as oost sharing. cost sharing as an eligi-
bility criterion Includes requirements based
In statute or regulation. as described in
§200.306 Cost sharing or matohing of lJIls
Part. This section should refer to the appro-
priate portion(s) of section D. Applioation
and Submission Information stating any pre-
award requirements for submission of letterll
or other dooumentation to verifY commit-
ments to meet ccst-sbaring requirements if ll.
Federal award Is made.

3. Other-Required, if applioable. If there are
other eligibility oriteria (Le., criteria tha,t
have the effeot of making an applioatlon or
projeot Ineligible for Federal awards, wheth-
er referred to as "responsiveness" oriteria,
"go-no go" crlterra, "thresbold" ortterla, or
In other ways), must be olearly stated and
must inolude a reference to the regulation of
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the Federal awarding agency intends to pro- 
vide assistance. As appropriate, it may in- 
clude any program history (e. g., whether this
Is a new program or a new or changed area of

program emphasis). This section may com- 
municate indicators of successful projects

e. g., if the program encourages collabo- 
rative efforts) and may include examples of
projects that have been funded previously, 
This section also may include other informa- 
tion the Federal awarding agency deems nec- 
essary, and must at a minimum include cita- 
tions for authorizing statutes and regula- 
tions for the funding opportunity. 

Il, FEDERAL AWARD INFORMATION— REQUIRED

This section provides sufficient informa- 

tion to help an 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 award 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, experienced in previous
years; and the anticipated start dates and
periods of performance for new Federal
awards. This section also should address

whether applications for renewal or sup- 

plementation of existing projects are eligible

to compete with applications for new Fed- 
eral awards. 

This section also must indicate the type(s) 

of assistance instrument (e. g., grant, cooper- 
ative agreement) that may be awarded if ap- 
plications are successful. If cooperative
agreements may be awarded, this section ei- 
ther should describe the " substantial in- 

volvement" that the Federal awarding agen- 
oy expects to have or should reference where
the potential applicant can find that Infor- 
mation ( e, g., in the funding opportunity de- 
scription in A. Program Description —Re- 
Quired or Federal award administration In- 
formation in Section D. Application and

Submission Information). If procurement

contracts also may be awarded, this must be
stated. 

C. ELIGIBILITY INFORMATION

This section addresses the considerations
or factors that determine applicant or appli- 

cation eligibility, This includes the eligi- 
bility of particular types of applicant organi- 
zations, any factors affecting the eligibility
of the principal investigator or project direc- 

tor, and any criteria that make particular
projects ineligible. Federal agencies should
make clear whether an applicant' s failure to
meet an -eligibility criterion by the time of
an application deadline will result in the

Federal awarding agency returning the ap- 
plication without review or, even though an
application may be reviewed, will preclude

rW* X4V.T-7#A1

the Federal awarding agency from making a
Federal award. Key elements to be addressed
are: 

1. Eligible Applicants— Required. Announce- 
ments must clearly identify the types of en- 
tities that are eligible to apply. if there are
no restrictions on eligibility, this section
may simply indicate that all potential appli- 
cants are eligible. If there are restrictions on
eligibility, it is important to be clear about
the speoific types of entities that are eligi- 
ble, not just the types that are ineligible. 
For example, If the program Ss limited to
nonprofit organizations subject to 26 U.S. C. 
601( c)( 3) of the tax code ( 26 U.S. C. 501( c)( 3)), 
the announcement should say so. Similarly, 
it is better to state explicitly that Native
American tribal organizations are eligible
than to assume that they can unambiguously
Infer that from a statement that nonprofit

organizations may apply. Eligibility also can
be expressed by exception, ( e. g., open to all
types of domestic applicants other than indi- 
viduals), This section should refer to any
portion of Section D specifying documenta- 
tion that must be submitted to support an
eligibility determination ( e. g., proof of

601( c)( 3) status as determined by the Internal
Revenue Service or an authorizing tribal res- 
olution). To the extent that any funding re- 
striction in Section D.6 could affect the eli- 
gibility of an applicant or project, the an- 
nouncement must either restate that restric- 
tion in this section or provide a oross -ref- 

erence to its desoription in Section D.6. 

2. Cost Sharing or MatchingRequired. An- 
nouncements must state whether there is re- 
quired cost sharing, matching, or cost par- 

ticipation without which an application

would be ineligible ( if cost sharing is not re- 
quired, the announcement must explicitly
say so). Required cost sharing may be a cer- 
tain percentage or amount, or may be in the
form of contributions of specified items or
activities (e. g,, provision of equipment). It is
important that the announcement be clear
about any restrictions on the types of cost
e, g„ in -kind contributions) that are accept- 

able as cost sharing. Cost sharing as an eligi- 
bility criterion includes requirements based
In statute or regulation, as described in

200. 306 Cost sharing or matching of this
Part. This section should refer to the appro- 
priate portion(s) of section D. Application
and Submission Information stating any pre - 
award requirements for submission of letters

or other documentation to verify commit- 
ments to meet cost - sharing requirements if a
Federal award is made. 

3. OtherRequired, if applicable, If there are
other eligibility criteria ( Le., criteria that
have the effect of making an application or
project ineligible for Federal awards, wheth- 
er referred to as " responsiveness" criteria, 

go -no go" criteria, " threshold" criteria, or

In other ways), must be clearly stated and
must include a reference to the regulation of
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requirement that desortbes the restriction.
aa applicable. For example, if entities that
have been found to be In violation of a par-
tioular Federal statute are ineligible, it is
important to say so. This seotion must also
state any limit on the number of applica-
tions an applioant may submit under the an-
nouncement and make clear whether the
11m1tation is on the submitting organization,
individual investigator/program director, 01'
both. This seouon Should also addreJlll any
eligIbility criteria for benefioiaries or for
program parblolpante other than Federal
award recipients,

D, APPLIOATION AND SUBMISSIONINFORMATION

1, Addressto RequestApplication Package-
&lquired. Potential appltcants must be told
how to get application forms. kits. or other
materials needed to apply (if this announce-
ment oontains everything needed. this sec-
tion need only say so). An Internet address
where the materials oan be accessed Is ao-
ceptable, However, since high-speed Internet
access is not yet universally available for
downloading doouments, and applioants may
have additional acceJlllibillty requirements.
there also should be. a way for potential ap-
pltoante to request paper copies of materlale,
suon as a U.S. Postal Service mailing ad-
dress, telephone or FAX number, Telephone
Devioe for the Deaf (TDD), Text Telephone
(TTY) number. ancl/or Federal Information
Relay Service (FIRS) number.
2. Content and Form of Application Submis-

sion-Required. This section must identify
the required oontent of an applfcatdon and
the forms or formats that·an applioant must
use to submit it. If any requirements are
stated elsewhere beoause they are general re-
quirements that apply to multiple programs
or funding opportunities. this section should
refer to where those requirements may be
found, This section also should Include re-
quired forms or formats as part of the an-
nouncement or state where the applicant
may obtain them.
This section should speoif1cally address

oontent and form or format requirements
for:
1. Pre-applioations, letters of intent, or

white papers required or encouraged (see
Seotion DA). inoluding any Itrnlbatdons on
the number of pages or other formatting re-
quirements similar to those for full applfcn-
ttons.
Ii. The applioation as a whole. For all sub-

.mtsstons, this would include any limitations
on the number of pages, font size and type-
face. margins, paper size. number of coples,
and sequence or assembly requrrements. If
eleotronio submission is permitted or re-
quired. this could inolude specia.l require-
ments for formatting or signatures.
il1. Component pieoes of the application

(e,g.. if all copies of tbe appltcatton must
bear original slgn8.tul'EiSon the face page or

2 CFRCh. II (H-15 Edition)

the program narrative may not exoeed 10
pages). Thia includes any pteces that may be
submitted separately by third parties (e.g.,
references or letters oonfirming commit-
menta from third parties that will be con-
tributing a portion ofany required cost shar-
ing),
Iv. Information that suocessful applioants

must submit after notifioation of intent to
make a Federal award. but prior to a Federal
award. This could Include evldenoe of com-
pliance with requirements relating to human
subjeots or information needed to oomply
with tbe National Environmental Policy Act
(NEPA) (42 U.S.O. 4a21-4370h),
3. Unique entity identifier and System tor

Award Managem~mt(SAM)-Required.
Thie paragraph must state olearly that

each applioant (unless the applicant is an in-
dividual or Federal awarding agenoy that is
excepted from those requirements under 2
CFR §25,110(b) or (c), or has an exoeptton ap-
proved by the Federal awarding agency
under 2 CFR §25.110(d»is required to: (i) Be
registered in SAM before submitting its ap-
plioation: (H) provide 8.a valid unique entity
identifier in its applloation; and (iii) con-
tinue to maintain an active SAM regtstra-
tion with current information at all times
during which it has an active Federal award
or an applioation or plan under consideration
by a Federal awarding agency, It also must
state that the Federal awarding agenoy m8.Y
not make a Feder"l award to an applicant
until the applioant has oomplled with all ap-
plio8.ble unique entiLy identifier and SAM re-
quirements and. if an applicant has not fully
complied with the requirements by the time
the Federal awarding agency is ready to
make a Federal award. the Federal awarding
agency may determine tha,t the appl1cant is
not qualified to receive a Federal award and
use that determination 8.8a basts for making
a Feder"l award to ancther applicant.
4. Submission Dates and Times-&lquired.

Announoements must identifY due dates and
times for all submissions. This includes not
only tbe full 8.ppl1oations but also any pre-
nmtnary submissions (e.g.• letters of intent,
white papers. or pre-appltoatdons), It also in-
cludes any other submissions of information
before Federal award that are separate from
the full applioation. If the funding oppor-
tunity is a general announcement that is
open for a period of time with no speclfio due
dates for applioations, this section should
say so, Note that'the information on dates
that is included in this section also must ap-
pear with other overview information in a lo-
cation preoedins the full text of the an-
nouncement (see §200.203Notioes of funding
opportunities of this Part).
Each type of submission should be des-

ignated as encouraged or required and, if re-
quired, any deadline date (01' dates. if the
Federal awarding agency plans more than
one oyole of applloatlon submission. review.
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requirement that describes the restriction, 

as applicable. For example, if entities that
have been found to be in violation of a par - 
tioular Federal statute are ineligible, it is

important to say so. This section must also
state any limit on the number of applica- 
tions an applicant may submit under the an- 
nouncement and make clear whether the

limitation is on the submitting organization, 
Individual investigator /program director, or

both. This section should also address any

eligibility criteria for beneficiaries or for
program participants other than Federal
award recipients. 

D. APPLICATION AND SUBMISSION INFORMATION

1. Address to Request Application Package — 
Required, Potential applicants must be told
how to get application forms, kits, or other
materials needed to apply ( if this announce- 
ment contains everything needed, this see - 
tiou need only say so). An Internet address
where the materials can be accessed is ac- 
ceptable. However, since high -speed Internet

access is not yet universally available for
downloading documents, and applicants may
have additional accessibility requirements, 

there also should be a way for potential ap- 
plicants to request paper copies of materials, 

such as a U.S. Postal Service mailing ad- 
dress, telephone or FAX number, Telephone
Device for the Deaf ( TDD), Text Telephone
TTY) number, and/or Federal Information

Relay Service ( FIRS) number. 
2. Content and Form of Application Submis- 

sion— Required, This section must identify
the required content of an application and

the forms or formats that an applicant must

use to submit it. If any requirements are
stated elsewhere because they are general re- 
quirements that apply to multiple programs
or funding opportunities, this section should
refer to where those requirements may be
found. This section also should include re- 
quired forms or formats as part of the an- 
nouncement or state where the applicant

may obtain them. 
This section should specifically address

content and form or format requirements
for: 

1. Pre - applications, letters of intent, or
white papers required or encouraged ( see

Section DA), including any limitations on
the number of pages or other formatting re- 
quirements similar to those for full applioa- 
tions. 

fi. The application as a whole. For all sub- 

missions, this would include any limitations
on the number of pages, font size and type- 

face, margins, paper size, number of copies, 
and sequence or assembly requirements. If
electronic submission is permitted or re- 
quired, this could include special require- 

ments for formatting or signatures. 
iii. Component pieces of the application

e. g., if all copies of the application must
bear original signatures on the face page or

2 CFR Ch. II ( 1 - 1 - 16 Edition) 

the program narrative may not exceed 10
pages). This includes any pieces that may be
submitted separately by third parties ( e. g., 
references or letters confirming commit- 

ments from third parties that will be con- 
tributing a portion of any required cost shar- 
ing). 

iv. Information that successful applicants
must submit after notification of intent to
make a Federal award, but prior to a Federal
award. This could include evidence of com- 
pliance with requirements relating to human
subjects or information needed to comply
with the National Environmental Policy Act
NEFA) (42 U. S. C. 4321- 4370h). 

3. Unique entity identifier and System for
Award Management (SAM) — Required. 

This paragraph must state clearly that
each applicant (unless the applicant is an in- 
dividual or Federal awarding agency that is
excepted from those requirements under 2
CFR §26. 110( b) or ( o), or has an exception ap- 
proved by the Federal awarding agency
under 2 CFR §26, 110( d)) is required to: ( i) Be
registered in SAM before submitting its ap- 
plication; (ii) provide a a valid unique entity

identifier in its application; and ( iii) con- 
tinue to maintain an active SAM registra- 
tion with current information at all times
during which it has an active Federal award
or an application or plan under consideration

by a Federal awarding agency. It also must
state that the Federal awarding agency may
not make a Federal award to an applicant
until the applicant has complied with all ap- 
plicable unique entity identifier and SAM re- 
quirements and, if an applicant has not fully
complied with the requirements by the time
the Federal awarding agency is ready to
make a Federal award, the Federal awarding
agency may determine that the applicant Is
not qualified to receive a Federal award and
use that determination as a basis for making
a Vederal award to another applicant. 

4. Submission Dates and Times— Required. 
Announcements must identify due dates and
times for all submissions. This includes not
only the full applications but also any pre - 
liminary submissions ( e. g., letters of intent, 
white papers, or pre - applications). It also in- 
cludes any other submissions of information
before Federal award that are separate from

the full application. If the funding oppor- 
tunity is a general announcement that is
open for a period of time with no specific due
dates for applications, this section should

say so. Note that- the information on dates
that is included in this section also must ap- 
pear with other overview information in a lo- 

cation preceding the full text of the an- 
nouncement ( see § 200.203 Notices of funding
opportunities of this Part). 

Each type of submission should be des- 

ignated as encouraged or required and, if re- 

quired, any deadline date ( or dates, if the
Federal awarding agency plans more than
one cycle of application submission, review, 
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and Federal award under the announcement)
should be specified. The announoement must
state (or provide a reference to another docu-
ment that states):
1. Any deadline in terms of a date and local

time. If the due date fulls on a Saturday,
Sunday, or Federal holiday, the reporting
package is due the next busmess day.
ii. What the deadline means (e.g., whether

It is the date and time by whloh the Fedel'al
awarding agency must receive the applica-
tion, the date by which the application must
be postmarked, or something else) and how
that depends, if at all, 'on the submission
method (e.g., mall, eleotronlc, or pereonalJ
courier delivery). '
iii. The effeot of missing a deadline (e.g.,

whether late applioations are neither re-
viewed nor oonatdsred or are reviewed and
considered under some clroumstances).
tv, How the receiving Federal offioe deter-

mines whether an application or pre-applioa-
tion has been submitted before the deadline.
This includes the form of acceptable proof of
mailing or system-generated documentation
of receipt date and time.
This section also may indicate whether.

when, and in what form the appltoanb will re-
oeive an acknowledgement of receipt. This
information should be displayed in ways that
will be easy to understand and use. It can be
diffioult to extract all needed information
trom narrative paragraphs, even when they
are well w1'1tten. A tabular form for pro-
viding a summary of the information may
help applioants for some programs and give
them what effeotively could be a oheckliBt to
verify the oompleteness of their applioation
package before submission.

6. Intergovernmental Review-Required, if ap-
plicable, If the funding opportunity is subjeot
to Exeoutive Order 12372, "Intergovern-
mental Review of Federal Programs," the
notice must say so. In alerting applioants
that they must contact their state's Single
Point of Contact (SPOO) to find out about
and oomply with the state's process under
Exeoutlve Order 12372, It may be useful to in-
form potential applicants that the names
and addresses of the SPOOs are listed in the
Offioe of Management and Budget's Web site.
WlotV. whitehouse.govlomblgrantslspoc.html.

6. Funding Restrictions-Required, Notioes
must inolude information on funding restrlo-
tions in order to allow an applioant to de-
velop an application and budget consistent
with program requirements. Examples are
whether construotdon is an allowable activ-
ity, if there are any limitations on direct
costs suoh as foreign travel or equipment
purchasee, and if there are any limits on in-
direot oosts (or fa011lties and administrative
costs). Applicants must be advised If Federal
awards will not allow reimburaament of pre-
Federall).ward costs.

7. Other Submission Requirements- Required.
This section must address any other submts-

pt. 200, App. I

sion requirements not included in the other
paragraphs of this sectdon, This might in-
clude the format of submission, l.e., paper 01'
electronic, for each type of required submis-
sion. Applicants should not be required to
submit in more than one format and this see-
tion should indioate whether they may
choose whether to submit applications in
hard oopy or eleotronicallv, may submit only
in bard copy, or may submit only electroni-
cally.
This seotlon also must indioate where ap-

plioations (and any pre-applteatdona) muet be
submitted if sent hy postal mail, eleotronlo
means, or hand-delivery. For postal mail
submission, this must Inolude the name of an
office, official, individual or funotlon (e.g.,
application receipt center) and a complete
mailing address. For electronic submission.
this must include the URL or email address;
whether a pasawordts) Is required; whether
particular software or other electronic oapa-
bilitiea are required; what to do In the event
of system problems and a point of oontact
who will be available in the event the appli-
cant experiences technioal dlffioulties.'

E. ApPLIOATlON REVIEW INFORMATION

1. Criteria-Required. This section must ad-
dress the criteria that the Federal a.warding
agenoy will use to evaluate applfcatdons.
This includes the merit and other review cri-
teria that evaluators will use to judge appli-
oatlons, including any statutory, regulatory,
or other preferenoes (e.g., minority status or
Native Amertoan tribal prererences) that
will be applled in the, review process. These
oriteria are distinot from eligibility criteria
that are addressed before an applioation i13
accepted for review and any program policy
or other factors that are applied during the
seleotion prooess, after the review proeese Is
oompleted. The intent Is to make the appli-
oatlon prooess transparent so applioants can
make Informed deolslons when preparing
their appltoattona to maximize fairness of
tIle process. The announcement should clear-
ly describe all ortterta, ino~uding any sub-
criteria. If oriteria vary in importance, the
announcement should specify the relative
percentages, weights. or other means used to
distinguish among them. For statutory, reg-
ulatory, or other preferenoes, the announce-
ment should provide a detailed explanation
of those preferenoes with an explicit indica-
tion of their ertect (e.g., whether they result
In additional points being assigned).

1With respect to eleotronio methods for
providing informatIon about funding .oppor-
tunities or accepting applicants' submissions
of information, each Federal awarding agen-
oy is responsible for oompliance with Section
608 of the Rehabilitation Aot of 1973 (29
U.S.O. 794d).

195

·UATTACHMENT •...•.•.•••.••••. ,

PAGE .. ~.~~ .... OF .... l:t~.PAGES

and Federal award under the announcement) 

should be specified. The announcement must
state ( or provide a reference to another docu- 
ment that states): 

I. Any deadline in terms of a date and local
time. If the due date falls on a Saturday, 
Sunday, or Federal holiday, the reporting
package is due the next business day. 

ii. What the deadline means ( e. g., whether
It is the date and time by w)iioh the Federal
awarding agency must receive the applica- 
tion, the date by which the application must
be postmarked, or something else) and how
that depends, if at all, 'on the submission

method ( e. g., mail, electronic, or personal/ 

courier delivery). 
iii. The effect of missing a deadline ( e. g., 

whether late applications are neither re- 
viewed nor considered or are reviewed and

considered under some circumstances). 

iv. How the receiving Federal office deter- 
mines whether an application or pre- applica- 

tion has been submitted before the deadline. 

This includes the form of acceptable proof of
mailing or system- generated documentation
of receipt date and time. 

This section also may indicate whether, 
when, and in what form the applicant will re- 

ceive an acknowledgement of receipt. This

Information should be displayed in ways that

will be easy to understand and use. It can be
difficult to extract all needed information

from narrative paragraphs, even when they
are well written. A tabular form for pro- 

viding a summary of the information may
help applicants for some programs and give
them what effectively could be a checklist to
verify the completeness of their application
package before submission. 

5. Intergovernmental Revieiv— Required, If ap- 
plicable. If the funding opportunity is subject
to Executive Order 12372, " Intergovern- 

mental Review of Federal Programs," the

notice must say so. In alerting applicants
that they must contact their state' s Single
Point of Contact ( SPOO) to find out about

and comply with the state' s process under
Executive Order 12372, it may be useful to in- 
form potential applicants that the names
and addresses of the SPOCs are listed in the

Office of Management and Budget' s Web site. 
wnow. whitehouse. gov/vmb /gran is /spec. htm 1. 

6, Funding Restrictions— Required, Notices
must include information on funding reatric- 
tions in older to allow an applicant to de- 
velop an application and budget consistent
with program requirements. Examples are
whether construction is an allowable activ- 

ity, if there are any limitations on direct
costs such as foreign travel or equipment

purchases, and if there are any limits on in- 
direct costs ( or facilities and administrative
costs). Applicants must be advised if Federal
awards will not allow reimbursement of pre - 

Federal award costs. 

7. Other Submission Requirements— Required. 
This section must address any other submis- 

sion requirements not included in the other
paragraphs of this section, This might in- 
clude the format of submission, i.e., paper or

electronic, for eaoh type of required submis- 
sion. Applicants should not be required to
submit in more than one format and this sec- 

tion should indicate whether they may
choose whether to submit applications in
hard copy or electronically, may submit only
in hard copy, or may submit only electroni- 
cally. 

This section also must indicate where ap- 
plioations (and any pre - applications) must be
submitted If sent by postal mail, electronic
means, or hand - delivery. For postal mail
submission, this must include the name of an

office, official, individual or function ( e. g., 
application receipt center) and a complete

mailing address. For electronic submission, 
this must include the URL or email address; 

whether a passwords) is required; whether
particular software or other electronic capa- 

bilities are required; what to do in the event
of system problems and a point of contact

who will be available W the event the appli- 
cant experiences technical difficulties.' 

E. APPLICATION REVIEW INFORMATION

I, criteriaRequired. This section must ad- 

dress the criteria that the Federal awarding
agency will use to evaluate applications, 
This includes the merit and other review cri- 
teria that evaluators will use to judge appli- 

cations, including any statutory, regulatory, 
or other preferences ( e. g., minority status or
Native American tribal preferences) that

will be applied in the review process. These

criteria are distinct from eligibility criteria
that are addressed before an application is

accepted for review and any program policy
or other factors that are applied during the
selection process, after the review process is
completed. The intent Is to make the appli- 

cation process transparent so applicants can

make Informed decisions when preparing
their applications to maximize fairness of

the process. The announcement should clear- 

ly describe all criteria, inc)uding any sub - 
criteria. If criteria vary in importance, the
announcement should specify the relative
percentages, weights, or other means used to

distinguish among them, For statutory, reg- 
ulatory, or other preferences, the announce- 
ment should provide a detailed explanation

of those preferences with an explicit indica- 

tion of their effect ( e. g., whether they result
In additional points being assigned). 

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 compliance with Section
503 of the Rehabilitation Act of 1973 ( 29
U. S. C. 799d). 
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If an applicant's proposed cost sharing wlll
be considered in the review process (as op-
posed to being an eligibility oriterion de-
scribed in .Seotion 0.2), the announcement
must specifically address how it will be con-
sldered (e.s., to assign a oertain number of
addl tional points to applicants who offer
cost sharing, or to break ttes among applica-
tions with equivalent scores after evaluation
against all other raotors). If cost sharing will
not be considered in the evaluation, the an-
nouncement should say so, so that there is
no ambiguity COl' potential applicants. Vague
statements that cost sharing Is enoouraged,
without olariflcation as to what that means,
are unhelpful to applicants. It also is impor-
tant tha,t the aunouncement be clear about
any restrictions on the types of cost (e.g., In-
kind contributions) that are aooeptable as
cost sharing.

2. Review and seieotio» Process-Required.
This section may vary in the level of detail
provided. The announcement must list any
program policy or other factors or elements,
other than merit criteria, that the selecting
official may use in seleoting applica tioDS for
Federal award (e.g., geographical dispersion,
program balance, or diversity). The Federal
awarding agency may also Include other ap-
propriate details. For example, this section
may indicate who is responsible for evalua-
tion against the merit orlteria (e.g., peers ex-
ternal to the Federal awarding agency or
Federal awarding agency personnel) and/or
who makes the final selections for Federal
awards. If there is a muttd-phase review proo-
ess (e.g., an external panel advising Internal
Federal awarding agency personnel who
make final recommendations to the deoiding
official), the announcement may describe the
.paaaea, It also may inolude: the number of
people on an evaluation panel and how it op-
erates, the way reviewers are selected, re-
viewer qualifioatlons, and the way that eon-
filcts of interest are avoided. With respect to
eleotronic methods for providing informa-
tion about funding opportunities or acoept-
ing applioants' submissions of information,
each Federal awarding agency is responsible
for compliance with Section 608 of the Beha-
bllltation Act of 1973(29U.S.O. 794d).
In addition, If the Federal awarding agenoy

permits applicants to nominate suggested re-
viewers of their a,pplications or suggest those
they feel ma,y be Inappropriate due to a con-
filct oflnterest, that information should be
included in this section.

3. Anticipated Announcement and Federal
AwuTd DateS-Optional. This section is in-
tended to provide appltcante with informa-
tion they can use for planning purposes. If
there ts a Single application deadline fol-
lowed by the simultaneous review of all ap-
plications, the Federal awarding agenoy can
Include in this section information about the
anticipated dates for announcing or noti-
fying successful and unsuccessful applicants

2 CFR Ch. II (H-15 Edition)

and for having Federal awarde In place. If ap-
phcatdons are reoeived and evaluated on a
"r01l1ng" basts at different times during an
extended period, it may be appropriate to
give applicants an estimate of the time need-
ed to process an application and notify the
applicant of the Federal awarding agency's
decision.

F. FEDERAL AWARD ADMINISTRATION
INFORMATION

1. Federal Award Notices-Required. Thia
section must address what a succeeerui appli-
cant can expect to receive following. selec-
tion. If the Federal awarding agency's prac-
tice is to provide a separate notice sta,ting
tha,t an a,pplication has been selected before
it actually ma.kes the Federal award, this
section would be the place to indicate that
the letter is not an authorization to begin
performance (to the extent that it allows
charging to Federal awards of pre-award
costs at the non-Federal entity's own risk).
This section should indicate that the notice
of Federal award signed by the grants officer
(or equivalent) Is the authorizing document,
and whether it is provided through postal
mail or by eleotronio means and to whom. It
also ma,y address the timing, form, and con-
tent of notifications to unsuocessful appli-
cants. See also §200.210 Intormatdon eon-
tained In a Federal award.

2. Administrative and National Polley Re-
quiremenf.Y-Required. This section must iden-
tify the usual admmietratdve and national
policy requirements the Federal awarding
agencv's Federal awards may include. Pro-
viding this Information lets a potential ap-
pllcant identifY any requirements with
whioh It would have difficulty oomplylng if
its applloation is successful. In those oases,
early notlficatlon about the requirements al-
lows the potential applioant to decide not to
apply 01' to take needed actio:na before re-
eeiving the Federal award. The announce-
ment need not include all of the terms and
conditions of the Federal award, but may
refer to a document (with information about
how to obtain it) or Internet site where ap-
plicants can see the terms and conditions. If
this funding opportunity w1ll lead to Federal
awards with some special terms and oondi-
tiona that differ from the Federal awarding
agency's usual (sometimes called "general")
terms and conditions, this section should
highlight those special terms and oonditlons.
Doing so will alert applicants that have re-
calved Federal awards from the Federal
awarding agenoy previously and might not
otherwise expect different terms and condi-
tions. For the same reason, the announce-
ment should inform potential applicants
about apsctaf requirements that could apply
to partioular Federal awards after the review
of appllcatlons and other information, based
on the particular ctroumstanoes of the effort
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If an applicant's proposed cost sharing will

be considered in the review process ( as op- 
posed to being an eligibility criterion de- 
scribed in Section 0.2), the announcement

must specifically address how it will be con- 
sidered ( e. g., to assign a certain number of
additional points to applicants who offer
cost sharing, or to break ties among applica- 
tions with equivalent scores after evaluation

against all other factors). If coat sharing will

not be considered in the evaluation, the on- 
nouncoment should say so, so that there is
no ambiguity for potential applicants. Vague
statements that cost sharing is encouraged, 
Without clarification as to what that means, 

are unhelpful to applicants, It also is impor- 
tant that the announcement be clear about
any restrictions on the types of coat ( e. g., in- 
kind contributions) that are acceptable as
cost sharing. 

2, Review and Selection Process — Required. 
This section may vary in the level of detail
provided. The announcement must list any
program policy or other factors or elements, 
other than merit criteria, that the selecting

official may use in selecting applications for
Federal award ( e. g., geographical dispersion, 
program balance, or diversity). The Federal
awarding agency may also include other ap- 
propriate details. For example, this section
may indicate who is responsible for evalua- 
tion against the merit criteria (e. g., peers ex- 
ternal to the Federal awarding agency or
Federal awarding agency personnel) and/or
who makes the final selections for Federal
awards. If there is a multi -phase review proc- 

ess ( e. g., an external panel advising internal
Federal awarding agency personnel who

make final recommendations to the deciding
official), the announcement may describe the
phases. It also may include: the number of
people on an evaluation panel and how it op- 
erates, the way reviewers are selected, re- 
viewer qualifications, and the way that con- 
flicts of interest axe avoided, With respect to
electronic methods for providing informa- 
tion about funding opportunities or accept- 
ing applicants' submissions of information, 
each Federal awarding agency is responsible
for compliance with Section 608 of the Reba - 
bilitation Act of 1973 ( 29 U.S.O, 794d). 

In addition, if the Federal awarding agency
permits applicants to nominate suggested re- 

viewers of their applications or suggest those
they feel may be inappropriate due to a con- 
flict of interest, that information should be
included in this section. 

3. Anticipated Announcement and Federal
Award Dates — Optional. This section is in- 
tended to provide applicants with informa- 

tion they can use for planning purposes. If
there is a single application deadline fol- 
lowed by the simultaneous review of all ap- 
plications, the Federal awarding agency can
include in this section information about the
anticipated dates for announcing or noti- 
fying successful and unsuccessful applicants

2 CFR Ch. II ( 1 - 1 - 16 Edition) 

and for having Federal awards in place. If ap- 
plications are received and evaluated on a

rolling" basis at different times during an
extended period, it may be appropriate to
give applicants an estimate of the time need- 
ed to process an application and notify the
applicant of the Federal awarding agency' s
decision. 

F. FnDEnAL AWARD AnhumsTRATION
INFORMATION

1. Federal Award NoticesRequired, This
section must address what a successful appli- 

cant can expect to receive following. selec- 
tion, If the Federal awarding agency' s prac- 
tice is to provide a separate notice stating

that an application has been selected before
it actually makes the Federal award, this
section would be the place to Indicate that
the letter is not an authorization to begin
performance ( to the extent that it allows
charging to Federal awards of pre -award
costs at the non - Federal entity' s own risk). 
This section should indicate that the notice
of Federal award signed by the grants officer
or equivalent) is the authorizing document, 

and whether it is provided through postal

mail or by electronic means and to whom, It
also may address the timing, form, and con- 
tent of notifications to unsuccessful appli- 

cants. See also § 200. 210 Information con- 
tained in a Federal award. 

2. Administrative and National Policy Re- 
quirements— Required. This section must iden- 

tify the usual administrative and 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 difficulty complying if
its application is successful. In those Cases, 
early notification about the requirements al- 
lows the potential applicant to decide not to
apply or to take needed actions before re- 
ceiving the Federal award. The announce- 
ment need not include all of the terms and
conditions of the Federal award, but may
refer to a document (with information about
how to obtain it) or Internet site where ap- 
plicants can see the terms and conditions. If
this funding opportunity will lead to Federal
awards with some special terms and condi- 
tions that differ from the Federal awarding

agency' s usual ( sometimes called " general ") 
terms and conditions, this section should
highlight those special terms and conditions. 

Doing so will alert applicants that have re- 
ceived Federal awards from the Federal

awarding agency previously and might not
otherwise expect different terms and condi- 
tions. For the same reason, the announce- 

ment should inform potential applicants
about special requirements that could apply

to particular Federal awards after the review
of applications and other information, based
on the particular circumstances of the effort
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to be supported ce.s., if human subleote were
to be involved or if some situations may jus-
tUy speclal terms on intelleotual property,
data sharmg or seourity requlrements).

3. Reportino-Reqllired. This section must
Include general information about the type
(e.g., finanoial or perrormance), frequenoy,
and means of aubmtesion (paper or elec-
tronio) of poet-Federal award reporting re-
quirements. Highlight any special reporting
requirements for Federal awards under this
Iundlng opportunity that i1iffer (e.g., by re-
port type, frequencv, form/format, or orr-
oumatences for use) from what the Federal
awarding agenoy's Federal awards usually
require,

G. FEDERAL AWARDING AGENCY CONTAOT(S)-
REQUlRED

The announoement must give potential ap-
pltcants a point(s) of contaot for answering
questions 01' helping wtth problems while the
funding opportunity is open. The intent of
thi~ requirement is to be as helpful as pos-
sIble to potential applioants, so the Federal
awarding agenoy should consider approaches
such as giving:
'1. Points of contact who may be reached in
multiple ways (e.a., by telephone, FAX, and!
or emadlv ae welf as regu'lar' mall).

11. A fax 01' email address that multiple
people access, so that someone w1ll respond
even if others are unexpectedly absent dur-
ing crmcai periods.
iii. Different contacts for distinct kinds of

help (e.g., one for questions of programmatio
content and a second for administrative
questions).

H. OTHER INFORMATION-OPTIONAL

This seotion may include any additional
information that will assist a potential ap-
plicant. For example, the section might:
t. Indicate Whether this is a new program

or a one-time iziitiative.
ii. Mention related programs 01' other up-

coming or ongoing Federal awarding agenoy
funding opportunities for similar aotIvities.
tii. Include current Internet addresses for

Federal awarding agenoy Web sites that may
be useful to an applicant in undersbandfng
the program.
iv. Alert applloants to the need to Identify

proprietary intormatton and Inform them
about the way the Federal awarding agenoy
will handle it.
v. Inolude certain routine notices to appli-

cants (e.g .• thll.t the Federll.l Government is
not obligated to make any Federal award as
a result of the announcement or that only
gran ts officers can bind the Federal Govern-
ment to the expenditure of funds).

pt, 200, App. II

ApPENDIX n TO PART 20()-()ONTRAOT
PROVISIONS FOR NON-FEDERAL ENTI-
TY CONTRAOTS UNDER FEDERAL
AWARDS

In addition to other provisions required by
the Federal agenoy 01' non-Federal entity. all
contracts made by the non-Federal entity
under the Federal award must contain provi-
sions oovering the following. as applicable.
(A) Contraots for more than the simplified

acquisition thrsshold ourrently Bet at
$160,000, wbioh· is the Inflation adjusted
amount determined by the Civilian Agency
Acquisition Oouncll and the Defense Acqutei-
tion Regulations Counoil (Councils) as au-
thorized by 41 U.S.C. 1908, must address ad-
ministrative, contractual. or legal remedies
in Instances where contractors violate or
breach oontract terms, and provide for such
sancttone and penalties as approprlate,
(B) .All contracts in excess of $10,000must

address termlnatlon for cause and for con-
venienoe by the non-Federal entity inoluding
the manner by whioh It will be effeoted and
the basis for settlement.
(0) Equll.I Employment Opportunity. Ex-

oept as otherwise provided under 41 CFR
Part 60, alf contracts that meet the defini-
tion of "federally assisted construction con-
traot" in 41 CFR Part 60-1.3must tnolude the
equal opportunity olause provided· under 41
CFR 60-1.4(b), in accordance with Exeoutive
Order 11246, "Equal Employment Oppor-
tunity" (30 FR 12319,12935,3 OFR Part, 1964-
1965Comp., p. S39). as amended by Exeoutive
Order 11375, "Amending Exeoutlve Order
11246Relating to Equal Employment Oppor-
tunity," and Implementing regulations at 41
CFR part 60, "Office of Federal Contraot
Oompltanoe Programs, Equal Employment
Opportunity, Department of Labor."
(D) Davie-Bacon Aot, as amended (40U.S.O.

3141-3148).When required by Federal program
legislation, all prime oonstruotion oontraots
in excess of $2,000 awarded by non-Federal
entities must Include a provision for eompli-
ance with the Davis-Bacon Aot (40 U.S.C.
8141-3144, and 3146-3146)as supplemented by
Department of Labor regulations (29 CFR
Part 5. "Labor Standards Provisions Appli-
cable to Contracts Oovering Federally Ft-
nanced and Aseisted Construotion"). In ac-
cordance wij;h the statute, oontraotors must
be required to pay wages to laborers alid me-
chanics at a rate not less than the preva1l1ng
wages speoified In a wage datarmination
made by tbe Seoretary of Labor, In addition,
contractors must be required to pll.y wages
not less than once a week. The non-Federal
entity must place a copy of the ourrent pre-
vailing wage determination issued by the De-
partment of Labor in each solicitation. The
deotston to award a contract 01' subcontract
must be conditioned upon the acceptance of
the wage determination. The non-Federal en-
tl ty must report all suspeoted or reported
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to be supported ( e. g,, if human subjects were
to be involved or if some situations may jus- 
tify special terms on intellectual property, 
data sharing or security requirements). 

3. Reporting — Required. This section must
include general information about the type

e. g., financial or performance), frequency, 
and means of submission ( paper or elec- 

tronic) of post - Federal award reporting re- 
quirements. Highlight any special reporting
requirements for Federal awards under this

funding opportunity that differ ( e. g,, by re- 
port type, frequency, form/format, or cir- 
oumstances for use) from what the Federal

awarding agency' s Federal awards usually
require. 

G. FEDERAL AWARDING AGENCY CONTACT( S)- 
REquiRED

The announcement must give potential ap- 
plicants a point( s) of contact for answering
questions or helping with problems while the
funding opportunity is open. The intent of
this requirement is to be as helpful as pos- 

sible to potential applioants, so the Federal

awarding agency should consider approaches

sueh as giving: 

I. Points of contact who may be reached in
multiple ways ( e.g., by telephone, FAA, and/ 
or email, as well as regular mail). 

ii. A fax or email address that multiple

people access, so that someone will respond

even if others are unexpectedly absent dur- 
ing critical periods. 

iii. Different contacts for distinct kinds of

help ( e.g„ one for questions of programmatic
content and a second for administrative

questions), 

H. OTHER INFORMATION — OPTIONAL

This section may include any additional
information that will assist a potential ap- 

plicant. For example, the section might: 

I. Indicate whether this is a new program

or a one -time initiative. 

ii. Mention related programs or other up- 
coming or ongoing Federal awarding agency

funding opportunities for similar activities. 
iii. Include current Internet addresses for

Federal awarding agency Web sites that may
be useful to an applicant in understanding
the program. 

iv. Alert applicants to the need to identify
proprietary information and inform them
about the way the Federal awarding agency
will handle it. 

v. Include certain routine notices to appli- 

cants ( e. g., that the Federal Government is
not obligated to make any Federal award as
a result of the announcement or that only
grants officers can bind the Federal Govern- 
ment to the expenditure of funds). 

rklf11 l

APPENDIX Il TO PART 200 - --CONTRACT
PROvisim FOR NON - FEDERAL ENTI- 
TY CONTRACTS UNDER FEDERAL
AWARDS

In addition to other provisions required by
the Federal agency or non - Federal entity, all
contracts made by the non - Federal entity
under the Federal award must contain provi- 

sions covering the following, as applicable. 
A) Contracts for more than the simplified

acquisition threshold currently set at
1b0, 000, which is the inflation adjusted

amount determined by the Civilian Agency
Acquisition Council and the Defense Acquisi- 
tion Regulations Council ( Councils) as au- 

thorized by 41 U.S. C. 1900, must address ad- 
ministrative, contractual, or legal remedies
in instances where contractors violate or

breach contract terms, and provide for such

sanctions and penalties as appropriate. 

B) All contracts in excess of $10, 000 must
address termination for cause and for con - 

venfenos by the non - Federal entity including
the manner by which it will be effected and
the basis for settlement. 

C) Equal Employment Opportunity. Ex- 
cept as otherwise provided under 41 CFR

Part 60, all contracts that meet the defini- 

tion of " federally assisted construction con- 
tract" in 41 CFR Part 60- 1. 3 must include the

equal opportunity clause provided under 41
CFR 60- 1. 4( b), in accordance with Executive
Order 11246, " Equal Employment Oppor- 

tunity" (30 FR 12319, 12936, 3 CFR Part, 1964- 
1966 Comp., p. 939), as amended by Executive
Order 11376, " Amending Executive Order
11246 Relating to Equal Employment Oppor- 
tunity," and implementing regulations at 41
CFR part 60, " Office of Federal Contract

Compliance Programs, Equal Employment
Opportunity, Department of Labor." 

D) Davis -Bacon Act, as amended (40 U.S. C. 
3141 - 3148). When required by Federal program
legislation, all prime construction contracts

in excess of $2, 000 awarded by non - Federal
entities must include a provision for compli- 
ance with the Davis -Bacon Act ( 40 U.S. C. 

3141 -3144, and 3146 -3148) as supplemented by
Department of Labor regulations ( 29 CFR
Part 6, " Labor Standards Provisions Appli- 

cable to Contracts Covering Federally F1- 
nanced and Assisted Construction"), In ac- 

cordance with the statute, contractors must

be required to pay wages to laborers and me- 
chanics at a rate not less than the prevailing
wages specified in a wage determination
made by the Secretary of Labor. In addition, 
contractors must be required to pay wages
not less than once a week. The non - Federal
entity must place a copy of the current pre- 
vailing wage determination issued by the De- 
partment of Labor in each solicitation. The

decision to award a contract or subcontract

must be conditioned upon the acceptance of
the wage determination. The non - Federal en- 

tity must report all suspected or reported
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violations to the Federal awarding agency.
The contracts must also inolude a provtaion
for complianoe with the Oopeland "Anti-
Kickback" Aot (40 U.S.O. 3145), as supple-
mented by Department of Labor regulations
(29 OFR Part 3, "Contraotors and Sub-
oontraotors on Publio Building or Public
Work Finanoed in Whole or In Part by Loans
or Grants from the United States"). The Aot
provides that eaoh contraotor or sub-
reoipient must be prohibited from induoing,
by any meana, any person employed in the
oonstruction, completion, or repair of public
work, to give up jl.ny part of the compensa-
tion to which he or she is otherwise entitled.
The non-Federal entity must report all SUB-
pected or reported violations to the Federal
awarding agency.
(E) Oontract Work Hours and Safety

Standards Aot (40 U.S.C. 3701-3708).Where
applicable, all contraote awarded by the non-
Federal entity in excess of $100,000that in-
volve the employment of mechanics or labor-
ers must include a provision for oompliance
with 40 U.S.C. 3702and 3704,as supplemented
by Department of Labor regulations (29 OFR
Part 5). Under 40 U.S.O. 3702of the Act, eaoh
contractor must be required to compute the
wages of every meohamc and laborer on the
basis of a standard work week of 40 hours.
Work in excess of the standard work week is
permissible provided that the worker is com-
pensated at a rate of not Iess than one and a
half times the basic rate of pay for all hours
worked In excess of 40 hours in the work
week. The requirements of 40 U.S.C. 3704are
applioable to oonstruotion work and provide
that no laborer or meohanio must be re-
quired to work in surroundings or under
working conditions whioh are unsanitary,
hazardous or dangerous. These requirements
do not apply to the purohaaea of aupplfes or
materials or articles ordinarIly available on
the open market, or oontraots for transpor-
tation or transmission of intelligenoe.
(F) Rights to Inventions Made Under a

Contract or Agreement. If the Federal award
meets the deCinition of "funding agreement"
under 37 CFR §401.2 (a) and the recipient or
aubreclpient wishes to enter into a oontract
with a small business firm or nonprofit orga-
niaatton regarding the SUbstitution of par-
ties, assignment 01' performanoe of experi-
mental, developmental, or research work
under that "funding agreement," the reotpt-
ent or subreolptent must oomply with the re-
quirements of 37OFR Part 401, "Rights to in-
ventions Made by Nonprofit Organizatdons
and Small Business Firms Under Govern-
ment Grants, Oontracts and Oooperative
Agreements," and any implementing regula-
tions issued by the awarding agency.
(G) Olean Ail' Act (42U.S,O, 7401-7671q.)and

the Federal Water Pollution Control Act (33
U,S.C.'1251-1387),as amended-Contraots and
subgranta of amounts in excess of $150,000
must contain a provision that requires ~he

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

non-Federal award to agree to oomply with
all applicable standards, orders or regula-
tions issued pursuant to the Clean All' Aot
(42 U.S.O. 7401-7671q)and the Federal Water
Pollution Oontrol Aot as amended (33 U.S.O.
1251-1387),Violations must be reported to the
Federal awarding agency and the Regional
Offioe of the Environmental Proteotion
Agency (EPA).

(H) Debarment and Suspension (Exeoutive
orders 12549 and 12689)-A contract award
(see 2 CFR 180,220)must not be made to pll-r-
ties listed on the, governmentwide exclustona
in the System for Award Management
(SAM), in accordance with the OMB guide-
lines at 2 OFR 180that implement Executive
Orders 12549(3 CFR part 1986 Oomp., p. 189)
and 12669 (3 OFR part 1989 Comp., p. 230),
"Debarment and Suspension." SAM Exolu-
sions contains the names of pa.rties debarred,
suspended, or otherwise excluded by agen-
etes, as well as parties declared ineligible
under statutory or regulll-tory authority
other than Execut.1veOrder 12549.

(1) Byrd Anti-Lobbying Amendment (31
U.S,C. 1352)-Contractors that apply or bid
for an award exceeding $100,000must file the
required certlfioation. Each tier cert1fles to
the tier above that it wlll not and has not
used Federal a.ppropriated funds to pay any
person or organization for mnuencma or at-
tempting to Influence an officer or employee
of any agenoy, a member of Oongress, officer
or employee of Oongress, or an employee of a
member of consrese In oonnection with ob-
taining any Federal contract, grant or any
other award covered by 31 U.S.C. 1952. Each
tier must also diso1ose any lobbying with
non-Federal funds that takes place in con-
nection with obtaining any Federal award.
Suoh disclosures are forwarded from tier to
tier up to the non-Federal award.

(J) See §200.322Proourement of recovered
materials.
[78 FR 76608,Dec. 26, 2013, as amended at 79
FR 75888,Dec. 19, 2014)

ApPENDIX ill TO PART 200---INDIREOT
(F&A) COSTS IDENTIFICATION ~D
ASSIGNMENT,ANDRATE DETERMINA-
TION FOR INSTITUTIONS OF HIGHER
EDUOATION(IREs)

A. GENERAL
This appendix provides criteria for Identt-

fYing and computing indirect (or indireot
(F&A» rates at mEa (institutions). Indirect
(F&A) costs are those that are incurred for
common or joint objeottves and therefore
cannot be identified readily and speOifically
with a particular sponsored project, an in-
structtonal aotivity, or any other institu-
tiollal aotivity, See subsectdon B.l, Defini-
tion of Faoilities and Administration, for a
discussion of the oomponents of indirect
(F&A) ooats.
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violations to the Federal awarding agency. 
The contracts must also include a provision
for compliance with the Copeland " Anti - 
Kickback" Act ( 40 U.S. O. 3145), as supple- 

mented by Department of Labor regulations
29 CPR Part 3, " Contractors and Sub- 

contractors on Public Building or Public
Work Financed in Whole or in Part by Loans
or Grants from the United States "). The Act
provides that each contractor or sub - 
recipient must be prohibited from inducing, 
by any means, any person employed In the
construction, completion, or repair of public

work, to give up any part of the compensa- 
tion to which he or she is otherwise entitled. 
The non - Federal entity must report all sus- 
pected or reported violations to the Federal
awarding agency. 

E) Contract Work Hours and Safety
Standards Act ( 40 U. S. C. 3701 - 3708). Where
applicable, all contracts awarded by the non - 
Federal entity in excess of $100, 000 that in- 
volve the employment of mechanics or labor - 
ere must include a provision for compliance
with 40 U.S, C, 3702 and 3104, as supplemented
by Department of Labor regulations (29 CPR
Part 6). Under 40 U. S. C. 3702 of the Act, each
contractor must be required to compute the

wages of every mechanic and laborer on the
basis of a standard work week of 40 hours. 
Work in excess of the standard work week is
permissible provided that the worker is com- 

pensated at a rate of not less than one and a
half times the basic rate of pay for all hours
worked in excess of 40 hours in the work
week. The requirements of 40 U.S. C. 3704 are
applicable to construction work and provide

that no laborer or mechanic must be re- 
quired to work in surroundings or under
working conditions which are unsanitary, 
hazardous or dangerous. These requirements
do not apply to the purobases of supplies or
materials or articles ordinarily available on
the open market, or contracts for transpor- 
tation or transmission of intelligence. 

F) Rights to Inventions Made Under a
Contract or Agreement, If the Federal award
meets the definition of " funding agreement" 
under 37 CFR §401. 2 ( a) and the recipient or
subrecipient wishes to enter into a contract

with a small business firm or nonprofit orga- 
nization regarding the substitution of par- 
ties, assignment or performance of experi- 
mental, developmental, or research work

under that " funding agreement," the recipi- 
ent or subreciplent must comply with the re- 
quirements of 37 CFR Part 401, " Rights to In- 
ventions Made by Nonprofit Organizations
and Small Business Firms Under Govern- 
ment Grants, Contracts and Cooperative
Agreements," and any implementing regula- 
tions issued by the awarding agency. 

G) Clean Air Act (42 U,S. C, 7401- 7671q,) and
the Federal Water Pollution Control Act (33
U.S. C. 1261 - 1387), as amended -- Contracts and
subgrants of amounts in excess of $160,000
must contain a provision that requires the

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

non - Federal award to agree to comply with
all applicable standards, orders or regula- 

tions issued pursuant to the Clean Air Act
42 U. S. C. 7401- 7671q) and the Federal Water
Pollution Control Act as amended ( 33 U. S. C. 
1251- 1887). Violations must be reported to the
Federal awarding agency and the Regional
Office of the Environmental Protection
Agency (EPA). 

H) Debarment and Suspension ( Executive
Orders 12549 and 12689) —A contract award
see 2 CPR 180,220) must not be made to par- 
ties listed on the, governmentwide, exclusions
in the System for Award Management
SAM), in accordance with the OMB guide- 

lines at 2 CFR 180 that implement Executive
Orders 12649 ( 3 CPR part 1986 Comp., p. 189) 
and 12689 ( 3 OFR part 1989 Comp., P. 235), 

Debarment and Suspension." SAM Exolu- 

sions contains the names of parties debarred, 
suspended, or otherwise excluded by agen- 
cies, as well " parties declared ineligible

under statutory or regulatory authority
other than Executive Order 12549. 

I) Byrd Anti - Lobbying Amendment ( 31
U. S. G. 1362)— Contractors that apply or bid
for an award exceeding $100,000 must file the
required certification. Each tier certifies to

the tier above that it will not and has not
used Federal appropriated funds to pay any
person or organization for influencing or at- 

tempting to influence an officer or employee
of any agency, a member of Congress, officer
or employee of Congress, or an employee of a
member of Congress In connection with ob- 

taining any Federal contract, grant or any
other award covered by 31 UA,C, 1952. Each
tier must also disclose any lobbying with
non - Federal Rinds that takes place in con - 
neotion with obtaining any Federal award. 
Such disclosures are forwarded from tier to
tier up to the non - Federal award. 

J) See § 200. 322 Procurement of recovered
materials. 

78 FR 78608, Deo. 26, 2013, aB amended at 79
FR 75888, Dec, 19, 2014) 

APPENDIX III TO PART 200--- INDIREOT
F &A) COSTS IDENTIFICATION AND

ASSIGNMENT, AND RATE DETERMINA- 
TTON FOR INSTITUTIONS OF HIGHER
EDUCATION ( IHES) 

A. GENERAL

This appendix provides criteria for identi- 

fying and computing indirect ( or indirect
F &A)) rates at IHES ( institutions), Indirect
F &A) costs are those that are incurred for

common or joint objectives and therefore
cannot be identified readily and specifically
with a particular sponsored project, an in- 
structional activity, or any other institu- 
tional activity. See subsection B.1, Defini- 
tion of Facilities and Administration, for a
discussion of the components of indirect
F &A) costs. 
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1. MUjOT Functions oj an Institution

Refers to Instruotton, organized research,
other sponsored activities and other institu-
tional activities as defined in this seotton:
a. Instruction means the teaching and

training activities of an institution. Except
for research training as provided In sub-
seotton b, thts term Includes all teaohing and
training activities, whether they are offered
for credtts toward a degree or certtnoabe or
on a non-credit basts, and whether they are
offered through regular academic depart-
mente or separate divisions, suoh as a sum-
mer school division 01' an extension division.
Also considered part of this major function
are departmental research, and, where
agreed to, university researoh.

(1) Sponsored instruction and training means
spectno Instructional or training actIvity es-
tablished by grant, oontract, or cooperative
agreement. For purposes of the cost prtn-
oiples, this aotivity may be considered a
major function even though an institution's
accounting' treatment may include it in the
Instruotion function.

(2) Departmental research. means researoh,
development and soholarly acttvitaes that
are not organized research and, con-
sequently, are not separately budgeted and
accounted for. Departmental researoh, for
purposes of this document, is not considered
as a major function, but as a. pa.rt of the In-
struotlon funotion of the institution.
(3) Only mandatory cost sharing or cost

aharlng speolfioa.lly committed In the project
budget must be included in the organized re-
search base for computing the Indireot (F&A)
cost rate or reflected in any allocatton of in-
direot ooate. Sa.lary costs above sta.tutory
limits are not cousidered cost sha.ring.
b. Organized research means all research

and development a.ctivities of an institution
that are separately budgeted and accounted
for. It Includes:

(1) Sponsored research means all research
and development activities that are apon-
sored by Federa.l and non-s'ederai agencies
a.nd organtzattona. This term tncludes activi-
ties involving the training of Indtviduals in
research techniques (oommonly called re-
search training) where auon aotlvlties utilize
the same fa.cilities as other reeearoh and de-
velopment aotivitles and where such activi-
ties are not included in the instruction func-
tion.
(2) University research means 11.11research

and development a.otivities tha.t are sepa-
l'a.tely budgeted and accounted for by the In-
stitution under an internal application of in-
stitutional funds. University research, for
purposes of thIs document, must be com-
bined with sponsored research under the
funotlon of organized research.
o. Other sponsored activities means programs

and proleeta financed by Federal and non-
Federal agencies and organizations which in-

pt. 200, App. '"
volve the performance of work other than in-
struction and orga.nized research. EX!\.Illples
of such programs and projects are hea.lth
servioe projects and commuIlity service pro-
grams. However, when any of these aotavtttes
are underta.ken by the institution without
outside support, they may be olassified as
other institutional activities.
d. Other Institutional activities means aU ao-

tivitles of an Institution except for instruc-
tion, departmental research, organized re-
search, and other sponsored aotivities, as de-
fined in this seotion; tndtreot (F&A) cost ao-
tlvitles identified. in this Appeilllix para-
gra.ph B, Identifioa.tion and asetgument of In-
dlreot (F&A) coste; and spscialtzed servioes
faollities described in §200.466 Speolalized
service !'a.ollities or this Part.
EXamples of other institutional acttvittes

include operation of residence halls, wIling
halls, hospita.ls and clinios, student unions,
interoollegiate abhletdcs, booksboree, faculty
housing, student apartments, guest houses,
chapels, theaters, public museums, and other
slimlar auxiliary enterprises. This definition
also includes any other oategorie/! of activi-
ties, coste of whloh are "unanoweme" to
Federa.l awards, unless otherwise Indicated
in an award,

2. Criteria for Distribution

a. Base period. A base period for distribu-
tion of indirect (F&A) costs is the period
during whloh the costs are Incurred. The
base period normalty should oomotde with
the flscal year established by the institution,
but in any event the base period should be so
selected as to avoid inequities in the dis-
tribution of coats,
b. Need for cost groupings. The overall ob-

jeotive of the indIrect (F&A) cost a.llooation
process is to distribute the indirect (F&A)
costs desoribed In Seotion B, Identlfioatlon
and assignment of indireot (F&A) costs, to
the major funotlons of the institution in pro-
portions reasonablv consistent with the na-
ture and extent of their use of the institu-
tion's resouroes. In order to aohteve this ob-
[ecttve, It may be neoessary to provide for
seleotlve distribution by establishing sepa-
rate groupings of cost within one or more of
the Indtreot (F&A) cost categories referred
to in subsection B.i, Definition of Facilities
and Administration. In general, the cost
groupings established within I\, category
-should oonstitute, in each case, a. pool of
those items of expense that are considered to
be of like natura in terms of their relative
oontribution to (or degree of remoteness
from) the partloular cost objeotives to whloh
distribution is appropriate, Oost groupings
should be established considering the general
guides provided in subsection 0 of this sec-
tion. Each such pool or cost grouping should
then be distributed IndividuaIly to the re-
lated cost objeotlves, using the distribution
base or method moat approprtabs in light of
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1. Major Functions of an Institution

Refers to instruction, organized research, 
other sponsored activities and other institu- 
tional activities as defined in this section

a. Instruction means the teaching and
training activities of an institution, Except
for research training as provided in sub- 
section b, this term includes all teaching and
training activities, whether they are offered
for credits toward a degree or certificate or

on a non - credit basis, and whether they are
offered through regular academic depart- 
ments or separate divisions, such as a sum- 
mer school division or an extension division, 
Also considered part of this major function
are departmental research, and, where

agreed to, university research. 
1) Sponsored instruction and training means

speelfio instructional or training activity es- 
tablished by grant, contract, or cooperative
agreement. For purposes of the cost prin- 

ciples, this activity may be considered a
major function even though an institution's
accounting treatment may include it in the
instruction function. 

2) Departmental research means research, 

development and scholarly activities that
are not organized research and, con- 

sequently, are not separately budgeted and
accounted for. Departmental research, for
purposes of this document, is not considered
as a major function, but as a part of the in- 
struction function of the institution. 

3) Only mandatory cost sharing or cost
sharing specifically committed in the project
budget must be included in the organized re- 
search base for computing the indirect (F &A) 
cost rate or reflected in any allocation of in- 
direct costs. Salary costs above statutory
limits are not considered cost sharing. 

b. Organized research means all research
and development activities of an institution
that are separately budgeted and accounted
for. It includes: 

1) Sponsored research means all research
and development activities that are spon- 

sored by Federal and non - Federal agencies
and organizations. This term includes activi- 
ties involving the training of individuals in
research techniques ( commonly called re- 
search training) where such activities utilize
the same facilities as other research and de- 
velopment activities and where such activi- 

ties are not included in the instruction func- 
tion. 

2) University research means all research
and development activities that are sepa- 

rately budgeted and accounted for by the in- 
stitution under an internal application of in- 
stitutional funds, University research, for
Purposes of this document, must be com- 
bined with sponsored research under the
function of organized research. 

o. Other sponsored activities means programs

and projects financed by Federal and non- 
Federal agencies and organizations which in- 

it .• 

volve the performance of work other than in- 
struction and organized research. Examples
of such programs and projects are health
service projects and community service pro- 

grams. However, when any of these activities
are undertaken by the institution without
outside support, they may be classified as
other Institutional activities. 

d. Other institutional activities means all so- 
tivities of an institution except for instruc- 
tion, departmental research, organized re- 
search, and other sponsored activities, as de- 
fined in this section; indirect ( F &A) 'cost ac- 
tivities identified . in this Appendix paaa- 
graph B, Identification and assignment of in- 
direct ( F &A) costs; and specialized services

facilities described in § 200.406 Specialized
service facilities of this Part. 

Examples of other institutional activities
Include operation of residence halls, dining
halls, hospitals and clinics, student unions, 
Intercollegiate athletics, bookstores, faculty

housing, student apartments, guest houses, 
chapels, theaters, public museums, and other

similar auxiliary enterprises. This definition
also includes any other categories of activi- 
ties, costs of which are " unallowable" to
Federal awards, unless otherwise indicated
in an award. 

2. Criteria for Distribution

a. Base period. A base period for distribu- 
tion of indirect ( F &A) costs Is the period
during which the costs are incurred. The
base period normally should coincide with
the fiscal year established by the institution, 
but in any event the base period should be so
selected as to avoid inequities in the dis- 

tribution of costs. 
b. Need for cost groupings. The overall ob- 

jeotive of the indirect (F &A) cost allocation
process is to distribute the indirect ( F &A) 
costs described in Section B, Identification
and assignment of indirect ( F &A) costs, to
the major functions of the institution in pro- 
portions reasonably consistent with the na- 
ture and extent of their use of the institu- 
tion' s resources. In order to achieve this ob- 
jective, it may be necessary to provide for
selective distribution by establishing sepa- 
rate groupings of cost within one or more of

the indirect ( F &A) cost categories referred
to in subsection 31. 1, Definition of Facilities
and Administration. In general, the cost
groupings established within a category

should constitute, in each case, a pool of

those items of expense that are considered to
be of like nature in terms of their relative
contribution to ( or degree of remoteness

from) the particular cost objectives to which
distribution is appropriate. Cost groupings
should be established considering the general
guides provided in subsection c of this sec- 
tion. Each such pool or cost grouping should

then be distributed individually to the re- 
lated cost objectives, using the distribution
base or method most appropriate in light of
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the guidelines set forth In subsection d of
this section.
c. General considerations on cost groupings.

The extent to which separate cost groupings
and selective distrlbutlon would be appro-
priate at an institution is a matter of judg-
ment to be determined on a case-by-case
basis. Typloal situations which may warrant
the establishment of two or more separate
cost groupings (based on account oteseirioa-
tion or analysis) within an indirect (F&A)
coat category inolude but are not limited to
the following;
, (1) If certain items or ostesonee of expense
relate solely to one of the major functions of
the institution or to Iass than all functions,
sueh expenses should be set aside as a aepa-
rate cost grouping for dlreot assignment 01'
seleotive allooation in accordance with the
guides provided in subseotions b and d.
(2) If any typea of expense ordinarily treat-

ed as general administration or depart-
mental administration are charged to Fed-
eral awards as direot coats, expenses applica-
ble to other activities of the institution
when Inourred for the same purposes in like
ctroumstanoes must, through separate cost
groupings. be excluded from the indirect
(F&A) ooats allooable to those Federal
awards and inoluded in the direot cost of
other aotivitles for cost allocation purposes.
(3) If it is determined that certain expenses

are for the support of a service unit or faoil-
ity whose output Is suscepttble of measure-
ment on a workload or other quantitative
basis, such expenees should be set aside as a
separate cost grouping for distribution on
such basis to organized researoh, instruc-
tional, and other aotivities at the institution
or within the department.
(4) If aotivitles provide their own pur-

chasing, personnel administration, building
maintenance or Similar service, the distribu-
tion of general administration and general
expenses, or operation and maintenanoe ex-
penses to such activities should be accom-
plished through oost groupings whioh lnolude
only that portion of centrat Indirect (F&A)
costs (such as for overall management)
whioh are properly allooable to such aotivi-
ties.
(5) If the institution elects to treat fringe

benefits as Indirect (F&A) charges, suoh
oosts should be set aside as a separate cost
grouping for selective distribution to related
oost objectives.
(6) The number of separate cost groupings

within a oategory should be 11eld within
praotdcal limits, after taking into consider-
ation the materiality of the amounts in-
volved and the degree of precision attainable
through less selective methods of distribu-
tion.
d. seteotton of distribution method.
(1) Actual conditions must be taken into

account in selecting the method or base to
be used in distributing individual cost,

2 CFR en, II (1-1-15 Edition)

groupings. The essential oonsideration in se-
lecting a base is that it be the one best suit-
ed for assigning the pool of costs to cost ob-
jeotives in accordanoe with benefits derived:
with a traceable cause-and-effecb relation-
ship; or with logic and reason, where neither
benefit nor a oause-and-effect relationship Is
determinable.
(2) If a cost grouping can be identified di-

rectly With the oost pbjective benefitted, it
should be assigned to that oost obiectdve.
(3) If the expenses In a cost grouping are

more general in nature, the distribution may
be based on a cost analysis study which re-
sults in an equitable distribution of the
ooats. SUCh oost analysis studies may take
into consideration weighting faotors, popu-
lation, or space occupied If appropriate. Cost
analysis studies, however, must (a) be appro-
priately dooumented in suffiolent detail for
subsequent review by the cognizant agency
for indirect costs, (b) distribute the coste to
the related cost objectives in accordance
with the relative benefits derived. (c) be eta-
tlstioally Bound, (d) be performed specifically
Ilt the institution at whioh the results are to
be used, and (e) be reviewed periodically, but
not less frequently than rate negotiations,
updated If necessary. and used consistently.
Any assumptions made in the study must be
stated and explained. The use of cost anal-
ysis studies and periodic ohangea in the
method of cost distribution must be fully
justified.
(4) If a cost analysis study is not per-

formed, or if the study does not result In an
equitable distribution of the costs, the dis-
tribution must be made in accordance with
the appropriate base oited in Section B, Iden-
tification and assignment of indireot (F&A)
costa, unless one of the following conditions
is met:
(a) It can be demonstrated that the use of

a different base would result in a more equi-
table allocation of the costs. or that a more
readily available base would not increase the
costs charged to Federal awards, or
(b) The institution qualifies for, and elects

to use. the simplified method for computing
indireot (F&A) oost rates described in Sec-
tion D, Simplified method for smal l institu-
tions.
(6) Notwithstanding subsection (8), effec-

tive July l, 1998,a cost analysis or base other
than that in Section B must not be used to
distribute utility or student services costs.
Instead, subsections B.4.c Operation and
ma.1ntenance expenses, may be' used in the
recovery of utility oosts.
e. Order of distribution,
(1) Indlreot (F&A) costs are the broad oat-

egories of costs 'discussed in Seotion B.1.
Definitions of Faollities and Administration
(2) Depreoiation, Intereet expenses, oper-

ation and maintenance expenses, and general
administrative and general expenses should
be allocated in that order to the remaining
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the guidelines set forth in subsection d of
this section. 

c. General considerations on cost groupings. 
The extent to which separate cost groupings

and selective distribution would be appro- 
priate at an institution is a matter of judg- 
ment to be determined on a case -by -case
basis. Typical situations which may warrant

the establishment of two or more separate
cost groupings ( based on account olassifica- 
tion or analysis) within an indirect ( F &A) 
cost category include but are not limited to
the following; 

1) If certain items or categories of expense

relate solely to one of the major functions of
the institution or to less than all functions, 
such expenses should be set aside as a sepa- 
rate cost grouping for direct assignment or
selective allocation in accordance with the
guides provided in subsections b and d. 

2) If any types of expense ordinarily treat- 
ed as general administration or depart- 
mental administration are charged to Fed- 
eral awards as direct costs, expenses applica- 

ble to other activities of the institution
when incurred for the same purposes in like
circumstances must, through separate Bost
groupings, be excluded from the indirect
F &A) costs allocable to those Federal

awards and included in the direct cost of
other activities for cost allocation purposes. 

3) If it is determined that certain expenses
are for the support of a service unit or facil- 
ity whose output is susceptible of measure- 
ment on a workload or other quantitative

basis, such expenses should be set aside as a
separate cost grouping for distribution on
such basis to organized research, instruc- 
tional, and other activities at the institution

or within the department, 
4) If activities provide their own pur- 

chasing, personnel administration, building
maintenance or similar service, the distribu- 
tion of general administration and general
expenses, or operation and maintenance ex- 

penses to such activities should be accom- 
plished through cost groupings which include
only that portion of central indirect ( F &A) 
costs ( such as for overall management) 

which are properly allocable to ouch activi- 
ties. 

5) If the institution elects to treat fringe
benefits as indirect ( F &A) charges, such
costs should be set aside as a separate cost

grouping for selective distribution to related
cost objectives. 

6) The number of separate cost groupings

within a category should be held within
practical limits, after taking into consider- 
ation the materiality of the amounts in- 
volved and the degree of precision attainable

through less selective methods of distribu- 

tion. 

d. Selection of distribution method. 

1) Actual conditions must be taken into
account in selecting the method or base to
be used in distributing individual cost

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

groupings. The essential consideration in se- 
lecting a base is that it be the one best suit- 
ed for assigning the pool of costs to cost ob- 
jectives in accordance with benefits derived; 
with a traceable cause- and - effect relation- 

ship; or with logic and reason, where neither
benefit nor a cause- and - affect relationship is
determinable. 

2) If a cost grouping can be identified di- 
rectly with the cost objective benefitted, it
should be assigned to that cost objective, 

3) If the expenses in a cost grouping are
more general in nature, the distribution may
be based on a cost analysis study which re- 

sults in an equitable distribution of the
costs. Such cost analysis studies may take
into consideration weighting factors, poph- 
latfon, or space occupied if appropriate. Cost
analysis studies, however, must (a) be appro- 
priately documented in sufficient detail for
subsequent review by the cognizant agency
for indirect costs, ( b) distribute the costs to
the related cost objectives in accordance
with the relative benefits derived, ( c) be sta- 
tistically sound, ( d) be performed specifically
at the institution at which the results are tc
be used, and ( e) be reviewed periodically, but
not less frequently than rate negotiations, 
updated if necessary, and used consistently. 

Any assumptions made In the study must be
stated and explained. The use of cost anal- 
ysis studies and periodic ohanges in the
method of cost distribution must be fully
justified, 

4) If a cost analysis study is not per- 
formed, or if the study does not result in an
equitable distribution of the costs, the dis- 
tribution must be made in accordance with
the appropriate base cited in Section B, Iden- 
tification and assignment of indirect ( F &A) 
costs, unless one of the following conditions
is met: 

a) It can be demonstrated that the use of
a different base would result in a more equi- 
table allocation of the costs, or that a more
readily available base would not increase the
costs charged to Federal awards, or

b) The institution qualifies for, and elects
to use, the simplified method for computing
indirect ( F &A) cost rates described in Sec- 
tion D, Simplified method for small institu- 
tions. 

6) Notwithstanding subsection ( 3), effec- 
tive July 1, 1998, a cost analysis or base other
than that in Section B must not be used to
distribute utility or student services costs. 

Instead, subsections B.4. c Operation and
maintenance expenses, may be used in the
recovery of utility costs. 

e. Order of distribution, 
1) Indirect (F &A) costs are the broad cat- 

egories of costs ' discussed in Section B.1, 
Definitions of Facilities and Administration

2) Depreciation, interest expenses, oper- 
ation and maintenance expenses, and general

administrative and general expenses should

be allocated in that order to the remaining
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indirect (F&A) cost categories as well as to
the major functions and speotattzed aervtoe
facilities of the institution. Other cost cat-
egories may be allooated in the order deter-
mined to be most appropriate by the institu-
tions. When cross allooatlon of costs is made
as provided in subseotion (3), this order of al-
location does not apply,
(3) Normally an indireot (F&A) oost oat-

egory wlll be oonsidered closed once it has
bsen allocated to other oost objeotrves, and
costs may not be subsequently a.llooated to
it. However, a orOBSallooation of costs be-
tween two or more indireot (F&A) cost oat-
egorles may be used if such allooation will
result in a more equitable allocation of
costs. If a cross allooation is used, an appro-
priate modifioation to the oompoaition of
the indireot (F&A) oost oategories described
in Seotion B is required.

B. iDEN'l'lFIOATION AND ASSIGNMENT OF
INDIREOT (F&A) COSTS

1. Definition of Facilities and Administration
See §200.414 Indireot (F&A) oosts whioh

provtdes the basis for these indirect cost re-
quirements.

2. Depreciation
a. The expenses under this heading are the

portion of the costs of the institution's
buildings, capital Improvements to land and
buildings, and equipment whioh are com-
puted in accordance with §200.436Deprecta-
tion.
b. In the absence of the alternatives pro-

vided for in Seotion A.2.d, Seleotion of dis-
tribution method, the expenses inoluded in
this oategory must be allocated in the fol-
lowing manner:
(1) Depreoiation on buildings used exolu-

sively in the conduct of a single funotion,
and on capital improvements and equipment
used in auoh buildings, must be assigned to
that funotion.
(2) Depreolatdon on buildings used for more

than one funotdon, and on oapital improve-
ments and equipment used in such buildings,
must be allocated to the individual functions
performed in each building on the basis of
usable square feet of space, excluding' oom-
mon areas suoh as hallways, stairwells, and
rest rooms.
(3) Depreoiation on buildings, caplbal im-

provements and equipment related to space
(e.g., individual rooms, laboratories) used
jointly by more than one funotion (as deter-
mined by the users of the space) must be
treated as follows. The cost of eaon jointly
used unit of space must be allocated to bene-
fitting funotions on the basis of:
(a) The employee full-time equivalents

(FTEs) or salaries and wages of those indi-
vidual funotions benefitting from the use of
that apace; or

pt. 200, App. III

(b) Institution-wide employee FTEs or sal-
artes and wages applioable to the benefitting
major funotions (see Seotion A.l) of the in-
stitution.
(4) Depreciation on certain oapital im-

provements to land, such as paved parking
areas, fences, sidewalks, and the like. not in-
oluded in the cost of budldtngs, must be allo-
cated to user categortes of students and em-
ployees on a full-time equivalent basis. The
amount allocated to the student catesorv
must be assigned to the instruotion funotion
of the institution. The amount allocated to
the employee category must be further arlo-
oated to the major funotions of the institu-
tion in proportion to the salaries and wages
of all employees applicable to those funo-
tions.

3. Interest
Interest on debt assoctated with certain

buildings, equipment and capital improve-
ments, as defined in §200.449Interest, must
be classified as an expenditure under the oat-
egory Fac!l1ties. These coats must be allo-
cated in the same manner as the depreofa-
tdon on the buttdtngs, equipment and oapital
improvements to whioh the interest relates.

4. Operation and MaIntenance Expenses
a. The expenses under this heading are

those that have been Incurred for the admm-
Istratdon, supervision, operation, mainte-
nance, preservation, and proteotion of the in-
stitution'S pllysical plant. They inolude ex-
penses normally incurred for such items as
janitorial and ut1l!ty servioes; repairs and
ordinary or normal alterations of buildings,
furniture and equtprnent; care of grounds;
maintenance and operation of buildings and
other plant faoilities; security; earthquake
and disaster preparedness; environmental
safety; hallardous waste disposal; property,
liabili ty and all other Insurance relating to
property; space and oapltal leasing; facility
planning and management; and central re-
ceiving. The operation and maintenance ex-
pense category should also Include its allo-
cable share of fringe benefit costs, depreoia-
tdon, and interest coste.
b. In the absence of the alternatives pro-

vided for in Section A.2.d, the expenses in-
eluded in this oategory must be allocated in
the same manner as desoribed in subsection
2.b for depreoiation.
c. A utility cost adjustment of UP to 1.3

peroentage points may be Included in the ne-
gotiated indirect coat rate of the mE for or-
ganized research, per the oomputation alter-
natives in paragraphs (0)(1) and (2) of thie
seotion:
(1) Where apace is devoted to a single rune-

tton and metering allows unambiguous meas-
urement of usage related to that space, costs
must be assigned to the function located in
that space,
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Indirect ( F &A) cost categories as well as to
the major functions and specialized service
facilities of the institution. Other cost cat- 

egories may be allocated in the order deter- 
mined to be most appropriate by the institu- 
tions, when cross allocation of costs is made
as provided in subsection (3), this order of al- 

location does not apply. 
3) Normally an indirect ( F &A) cost cat- 

egory will be considered closed once it has
been allocated to other cost objeotives, and

costs may not be subsequently allocated to
it. however, a cross allocation of costs be- 

tween two or more indirect ( F &A) cost cat- 
egories may be used if snob allocation will
result in a more equitable allocation of

costs, If a cross allocation is used, an appro- 
priate modification to the composition of
the indirect (F &A) cost categories described

in Section B Is required. 

B. IDENr1FIOATION AND AssIONMENT of
INDIRECT (F &A) Com

1. Definition of Facilities and Administration

See 6200. 414 Indirect ( F &A) costs which
provides the basis for these indirect cost re- 
quirements. 

2. Depreciation

a. The expenses under this heading are the
portion of the costs of the institution's
buildings, capital improvements to land and
buildings, and equipment which are com- 
puted in accordance with §200.430 Deprecia- 
tion. 

b. In the absence of the alternatives pro- 
vided for in Section A,2. d, Selection of dis- 
tribution method, the expenses included in
this category must be allocated in the fol- 
lowing manner: 

1) Depreciation on buildings used exclu- 

sively in the conduct of a single function, 
and on capital improvements and equipment
used in snob buildings, must be assigned to
that function. 

2) Depreciation on buildings used for more
than one function, and on capital improve- 
ments and equipment used in such buildings, 

must be allocated to the individual functions

performed in each building on the basis of
usable square feet of space, excluding oom- 
mon areas such as hallways, stairwells, and
rest rooms. 

3) Depreciation on buildings, capital im- 
provements and equipment related to space

e, g„ individual rooms, laboratories) used
Jointly by more than one function (as deter- 
mined by the users of the space) must be
treated as follows. The cost of each jointly
used unit of space must be allocated to bene- 

fitting functions on the basis of: 
a) The employee full -time equivalents

FTEs) or ealarlee and wages of those indi- 
vidual functions benefitting from the use of
that space; or
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b) Institution -wide employee FTEs or aal- 
aries and wages applicable to the benefitting
major functions ( see Section A.1) of the in- 
stitution. 

4) Depreciation on certain capital im- 
provements to land, such as paved parking
areas, fences, sidewalks, and the like, not in- 
cluded in the cost of buildings, must be allo- 
cated to user categories of students and em- 
ployees on a full -time equivalent basis. The
amount allocated to the student category
must be assigned to the instruction function
of the institution. The amount allocated to

the employee category must be further allo- 
cated to the major functions of the institu- 
tion in proportion to the salaries and wages

of all employees applicable to those func- 
tions. 

3; Interest

Interest on debt associated with certain
buildings, equipment and capital Improve- 
ments, as defined in §200. 449 Interest, must
be classified as an expenditure under the cat- 

egory Facilities. These costs must be allo- 
cated in the same manner as the depreoia- 

tion on the buildings, equipment and capital
Improvements to which the interest relates. 

4, Operation and Maintenance Expenses

a. The expenses under this heading are
those that have been incurred for the admin- 
istration, supervision, operation, mainte- 

nance, preservation, and protection of the in- 
stitution's physical plant. They include ex- 
penses normally incurred for such items as
janitorial and utility services; repairs and
ordinary or normal alterations of buildings, 
furniture and equipment; care of grounds; 

maintenance and operation of buildings and
other plant facilities; security; earthquake
and disaster preparedness; environmental

safety; hazardous waste disposal; property, 
liability and all other insurance relating to
property; space and capital leasing; facility
planning and management; and central re- 

ceiving. The operation and maintenance ex- 
pense category should also include its allo- 
cable share of binge benefit costs, deprecia- 
tion, and interest costs. 

b. In the absence of the alternatives pro- 
vided for in Section A.2. d, the expenses in- 
cluded in this category must be allocated in
the same manner as described in subsection

2. b for depreciation. 
c. A utility cost adjustment of up to 1. 3

percentage points may be included in the ne- 
gotiated indirect cost rate of the IHE for or- 
ganized research, per the computation alter- 

natives in paragraphs ( c)( 1) and ( 2) of this
section: 

1) Where space is devoted to a single funo- 
tion and metering allows unambiguous meas- 
urement of usage related to that space, costs
must be assigned to the function located in
that space. 
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(2) Where space is allooated to dlCferent
functions and metering does not allow unam-
biguous measurement of usage by function,
coata must be allocated as follows: .
(1)utlllties oosts sbould be apportioned to

functions in the same manner as depreota-
tdon, based on tbe oaloulated difference be-
tween the site or building actual equare foot-
age for monitored research Iaborabory space
(aite, building. floor, or room), and a. sepa-
rate oalculation prepared by the IHE using
tbe "effeotive square footage" desoribed in
subsection (0)(2)(11)of thta sectton.
(Ii) "Effective square footage" allocated to

researoh laboratory space must be calculated
as the aotual square footage times the rel-
ative energy utilization index (RElUI)posted
on tbe OMB Web site at the time of a rate
determination.
A. This index Is the ratio of a laboratory

energy UBe index (lab EUI) to the 001'-
responding index for overall average college
or university space (college EUI).
B. In July 2012,values for these two indices

(taken respeotively from the Lawrence
Berkeley Laboratory "Labs for the 21st Cen-
tury" benchmarking tool http://
labs21benchmarklng.lbl.gov/OompareData.php
and the US Department of Energy "Build-
ings Energy Databook" and http://
buildingsdatabook.eren.doe.gov/CBECS.aspx)
were 310kBtulaq rt-vr, and 155kBtulsq Ct-yr.,
so that the adjustment ratio is 2.0 by this
methodology. To retain currency, OMB will
adjust tbe EUI numbers from time to time
(no more often than annually nor less often
than every 5 years), using rellable and pub-
lioly disclosed data. Ourrent values of both
the EUIs and the REUI will be posted on the
OMBWeb site.

5. General Administration and General Expe1Ules

a. The expensee under thIs beading are
those tbat have been incurred for the general
exeoutive and adml,nlstrative offices of edu-
cational institutions and other expenses of a
general character which do not relate solely
to any major function of the institution; i.e.,
solely to (1) instruction, (2) organized re-
search, (3) other sponsored activities, or (4)
otber institutional activities. The general
administration and general expense category
should also include its allocable share of
fringe benefit ooets, operation and mainte-
nance expense, depreoiation, and interest
costs. Examples of general adm1n1etration
and general expenses include: those expenses
Incurred by administrative offices that serve
the entire university system of whioh the in-
stitution Is a part; oentral offices of the in-
stitution suoh as the President's or
Ohancellor's office, the offioes for Institu-
tion-wide financial management, business
services, budget and planning, personnel
management, and safety and risk manage-
ment; the office of the General Oounsel; and
the operatdons of the o~ntra,l administra.tive

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

management information systems. General
administration and general expenses must
not include expenses incurred within non-
university-wide deans' offioes, academio de-
partments, organized research unite, or simi-
lar organizational unite. (See subsectdon 6,
Departmental administration expenses.)
b. lil the absence of the a.lternatives pro-

vided for in Section A.2.d, tbe expenses in-
oluded in this category must be grouped first
according to common major funotions of the
institution to whioh they render services or
provide benefits. The aggregate expenses of
eaoh group must then be alfocated to serv-
iced or benefitted funotions on the modified
total cost basts. Modified tota.l costs oonsist
of tbe same elements as those in Seotion 0.2.
When an aotivity Included in this indirect
(F&A) oost category provides a service or
product to another institution or organiza-
tion, an approprtate adjustment must be
made to either the expenses 01' the baets of
illocation or both, to assure a proper alloca-
tion of costs.

6. Departmental Administration ExpellSe8

a. The expenses under this heading are
tnoss that have been inourred for adminis-
trative and supporting servioes that benefit
common or joint departmental aottvitdes or
objeotives in aoademic deans' offices, aca-
derate departmente and divisions, and orga-
nized research units. Organized research
units include such unite as institutes, study
centers, and researoh centers. Departmental
administration expenses are subject to the
following limitations.
(1) Aoademic dsana' offioes. Salaries and

operating expenses are limited to those at-
tributable to administrative funotions.
(2)Academic departments:
(a) Salaries and fringe benefits atu'ib-

utable to the administrative work (including
bid and proposal preparation) of faoulty (In-
cluding department heads) and other profes-
sional personnel conduoting researoh and/or
instruction, must be allowed at a rate of 3.6
peroent of mod1f1ed total direot oosts. This
oategory does not Include professional busi-
ness or profeaaional administrative offioera.
This anowance must be added to the com-
putation of the indireot (F&A) cost rate for
major funotions in Section 0, Determination
and application of indireot (F&A) oost rate
or rates; the expenses oovered by the allow-
anoe must be excluded from the depart-
mental admtnistratlon cost pool. No doou-
mentation is required to support this allow-
anee.
(b) Other administrative and supporting

expenses Incurred witbin aoademio depart-
mente are allowable provided they are treat-
ed consistently in like otrcumstancea. This
would mciude expenses such as tbe salaries
of secretarial and olertcal staffs, the ealarles
of administrative officers and assistants,
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2) Where space 1s allocated to different
functions and metering does not allow unam- 
biguous measurement of usage by function, 
costs must be allocated as follows: 

1) Utilities costs should be apportioned to
functions in the same manner as deprecia- 
tion, based on the calculated difference be- 

tween the site or building actual square foot- 
age for monitored research laboratory space
site, building, floor, or room), and a sepa- 

rate calculation prepared by the IHE using
the " effective square footage" described in
subsection (0)( 2)( 11) of this section. 

ff) " Effective square footage" allocated to
research laboratory space must be calculated
as the actual square footage times the rel- 
ative energy utilization index ( REUI) posted
on the OMB Web site at the time of a rate
determination. 

A. This index is the ratio of a laboratory
energy use index ( lab EUI) to the cor- 
responding index for overall average college
or university space ( college EUI), 

B. In July 2012, values for these two indices
taken respectively from the Lawrence

Berkeley Laboratory " Labs for the 21st Cen- 
tury" benchmarking tool http: // 
labs2l benchmarking .lbl.gov/CompareData.php
and the US Department of Energy " Build- 
ings Energy Databook" and http: // 
buildingsdatabook. eren, doe. gov/CBECS.aspx) 

were 310 kBtu/sq ft-yr, and 155 kBtu/sq ft -yr., 
so that the adjustment ratio is 2. 0 by We

methodology. To retain currency, OMB will
adjust the EUI numbers from time to time
no more often than annually nor less often

than every 5 years), using reliable and pub - 
Holy disclosed data. Current values of both
the EUIs and the REUI will be posted on the
OMB Web site. 

5. General Administration and General Expenses

a, The expenses under this heading are
those that have been incurred for the general
executive and administrative offices of edu- 

cational institutions and other expenses of a
general character which do not relate solely
to any major function of the institution; i.e., 
solely to ( 1) instruction, ( 2) organized re- 
search, ( 3) other sponsored activities, or ( 4) 
other institutional activities. The general
administration and general expense category

should also include its allocable share of
fringe benefit costs, operation and mainte- 

nanes expense, depreciation, and Interest
costs. Examples of general administration
and general expenses include: those expenses
incurred by administrative offices that serve
the entire university system of which the in- 
stitution is a part; central offices of the in- 
stitution such as the President' s or
Chancellor' s office, the offices for Institu- 
tion -wide financial management, business
services, budget and planning, personnel
management, and safety and risk manage- 

ment; the office of the General Counsel; and
the operations of the oentral administrative

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

management information systems. General
administration and general expenses must

not include expenses incurred within non - 

univeral6y -wide deans' offices, academic de- 
partments, organized research units, or simi- 

lar organizational unita. ( See subsection 6, 
Departmental administration expenses.) 

b. In the absence of the alternatives pro- 
vided for in Section A.24, the expenses in- 
cluded in this category must be grouped first
according to common major functions of the
institution to which they render services or
provide benefits. The aggregate expenses of

each group must then be allocated to serv- 
iced or benefitted functions on the modified
total cost basis. Modified total costs consist

of the same elementa as those in Section 0.2. 
When an activity included in this indirect
F &A) cost category provides a service or

product to another institution or orga= a- 

tion, an appropriate adjustment must be
made to either the expenses or the basis of
allocation or both, to assure a proper alloca- 

tion of costs, 

6. Departmental Administration Expenses

a. The expenses under this heading are
those that have been incurred for adminis- 
trative and supporting services that benefit
common or joint departmental activities or
objectives in academic deans' offices, acar
demic departments and divisions, and orga- 

nized research units. Organized research

units include such units as institutes, study
centers, and research centers. Departmental
administration expenses are subject to the

following limitations. 
1) Academic deans' offices. Salaries and

operating expenses are limited to those at- 
tributable to administrative functions, 

2) Academic departments: 

a) Salaries and fringe benefits attrib- 
utable to the administrative work (including
bid and proposal preparation) of faculty ( in- 
cluding department heads) and other profes- 
sional personnel conducting research and/or
instruction, must be allowed at a rate of 3. 6
percent of modified total direct costs. This
category does not include professional busi- 
nese or professional administrative officers. 

This allowance must be added to the com- 
putation of the indirect ( F &A) cost rate for
major functions in Section 0, Determination
and application of indirect ( F &A) cost rate
or rates; the expenses covered by the allow - 
anoe must be excluded from the depart- 
mental administration cost pool. No docu- 
mentation is required to support this allow- 

ance. 

b) Other administrative and supporting
expenses incurred within academic depart- 
ments are allowable provided they are treat- 
ed consistently in like circumstances. This
would include expenses such as the salaries
of secretarial and clerical staffs, the salaries
of administrative officers and assistants, 
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travel, office supplies, stookrooms, and the
like.
(3) Other fringe benefit ooats applioable to

the salaries and wages included in sub-
sections (1) and (2) are allowable, as well as
an appropriate share of general administra-
tion and general expenses, operation and
maintenance expenses, and depreoiation.
(4) Federal agenciea may authorize reim-

bursement of additional costs for department
.head/) and faculty only in exceptional cases
wbere an institution oan demonstrate undue
hardshtp 01' detriment to pi'ojeot perform-
ance. .
b. The following guideUnes apply to the de-

termination of departmental administrative
oosts as direot or indireot (F&A) costs.
(1) In developing the departmental admin-

istration cost pool, speotat care should be ex-
eroised to ensure that costs incurred for the
same purpose in like circumstances are
treated consfstentlv as either direct or indi-
rect (F&A) costs. For example, salaries of
technical staff, laboratory supplies re.s..
chemtcals), telephone toll charges, animals,
animal care costs, computer oosbs, travel
coats, and speciallzed shop coats must be
treated as direct costs wherever Identifiable
to a particular cost objective. Direct oharg-
ing of these coats may be aocompnehed
through speoific identification of individual
costs to benefitting cost objectives, or
through recharge centers or specialized serv-
ioe facUities, as appropriate under the ctr-
oumsbances, See §§200,413Direct costs, para-
graph (c) and 200.468Specialized service fa-
ofllbles.
(2) Items such as office supplies, postage,

local telephone costs, and memberships must
normally be treated as indireot (F&A) costs.
c. In the absence of the alternatives pro-

vided for in Seotion A.2.d, the expenees in-
oluded in this oategory must be allooated as
follows:
(1) The administrative expenses of the

dean's office of each ccneee and school must
be allooated to the academio departments
within that oollege or school on the modlfled
total oost basis.
(2) The administrative expenses of each

academic department,. and the department's
share of the expenses allocated in subsection
(1)must be allooated to the appropriate func-
tions of the department on the modified
total cost basts.

7. Sponsored Projects Administration

a. The expanses under this heading are lim-
ited to those Incurred by a separate organi-
zation(s) established primarily to administer
sponsored projects, inoludlng such functions
as grant and contract administration (Fed-
eral and non-Federal), speclal seourity, pur-
chaslng, personnel, administration, and edit-
ing and publishing of research and other reo
ports. They inolude the salaries and expenses
of the head of such organization, assistants,

PI. 200, App. III

and immediate ataff, togetber with the sala-
ries and expenses of personnel engaged in
supporting activities maintained by the or-
ganization, suoh as stock rooms, print shops,
and the like. Thls category also includes an
allocable share of fringe benefit oosts, gen-
eral . administration and general expenses,
operation and maintenance expenses, and de-
preciation. Appropriate adjustmenta w1l1 be
made for services provided to otber functions
or organizations.
b. In the absence of the alternatives pro-

vided for in Seotion A.2.d, tbe expenses in-
eluded In this category must be allocated to
the major funotions of tbe institution under
wbich the sponsored projeots are conduoted
on the basts of the modlfled total cost of
sponsored projeots.
c. An appropriate adjustment must be

made to eliminate any duplioate cha.rges to
Federal awards wben this category includes
similar or Identioal activities as tnose in-
cluded in tbe general administration and
general. expense ea tagory or other indirect
(F&A) coat items, such as accounting, pro-
curement, or personnel administration.

8. Library.Expenses

a. Tbe expenses under this heading are
those that have been incurred for the oper-
ation of the llbrary, including the cost of
books and library materials purchased for
tbe library, less any items of library income
that qualify as applicable oredtts under
§200.408Appl1cable oredits. The library ex-
pense category should also Inorude the fringe
benefits applloable to the salaries and wages
inoluded therein, an appropriate share of
general administration and general expense,
operation and maintenance expense, and de-
preoiation. Costs incurred In the purohaees
of rare books (museum-type books) with no
value to Federal awards should not be allo-
cated to them.
b. In the absence of tbe alternatives pro-

vided for in Section A.2.d, the expenses in-
cluded in this category must be allocated
first on the basis of primary categories of
users, including students, professional em-
ployees, and other users.
(1) Tbe student oategory must oonsist of

full-time equivalent students enrolled at the
institution, regardless of whether they earn
oredits toward a degree or certificate.
(2) The professional employee oategory

must consist of all faoulty members and
other professional employees of the institu-
tion, on a full-time equivalent basis. This
category may also include post-doctorate
fellows and graduate students.
(3) The otber users oategory must consist

of a reasonable faotor as determined by insti-
tutional recorda to account for all other
users of library faoilities.
o. Amount allocated in paragraph b of this

seotion must be assigned further as follows:
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travel, office supplies, stockrooms, and the
like. 

3) Other fringe benefit costs applicable to
the salaries and wages included in sub- 
sections ( 1) and ( 2) are allowable, as well as
an appropriate share of general administra- 

tion and general expenses, operation and
maintenance expenses, and depreciation. 

4) Federal agencies may authorize reim- 
bursement of additional costs for department

heads and faculty only in exceptional cases
where an institution can demonstrate undue

hardship or detriment to project perform- 
ance. 

b. The following guidelines apply to the de- 
termination of departmental administrative

costs as direct or indirect (F &A) costs. 

1) In developing the departmental admin- 
istration cost pool, special care should be ex- 
ercised to ensure that costs Incurred for the
same purpose in like circumstances are

treated consistently as either direct or indi- 
reot ( F &A) costs. For example, salaries of
technical staff, laboratory supplies ( e. g., 
chemicals), telephone toll charges, animals, 
animal care costs, computer costs, travel

coats, and specialized shop oosts must be
treated as direct costs wherever identifiable
to a particular cost objective. Direct charg- 
ing of these costs may be accomplished
tbrough specific identification of individual
costs to benefitting cost objectives, or
through recharge centers or specialized serv- 
ice facilities, as appropriate under the oir- 
oumstances, See § §200. 419 Direct costs, para- 
graph ( c) and 200.468 Specialized service fa- 
cilities. 

2) Items such as office supplies, postage, 
local telephone costs, and memberships must

normally be treated as indirect (F &A) costs, 
c. In the absence of the alternatives pro- 

vided for In Section A.2.d, the expenses in- 
cluded in this category must be allocated as
follows: 

1) The administrative expenses of the
dean' s office of each college and school must

be allooated to the academic departments
within that college or school on the modified
total cost basis. 

2) The administrative expenses of each
academic department, and the department' s
share of the expenses allocated in subsection

1) must be allocated to the appropriate func- 
tions of the department on the modified
total cost basis. 

7. Sponsored Projects Administration

a. The expenses under this heading are lim- 
ited to those incurred by a separate organi- 
zations) established primarily to administer
sponsored projects, inoluding auch functions
as grant and contract administration (Fed- 

eral and non - Federal), special security, pur- 
chasing, personnel, administration, and edit- 
ing and publishing of research and other re- 
ports. They include the salaries and expenses
of the head of such organization, assistants, 

I1 ' •• 

and immediate staff, together with the sala- 
ries and expenses of personnel engaged in
supporting activities maintained by the or- 
ganization, such as stook rooms, print shops, 

and the like, This category also includes an
allocable share of fringe benefit costs, gen- 

eral ' administration and general expenses, 

operation and maintenance expenses, and de- 
preciation. Appropriate adjustments will be
made for services provided to other functions
or organizations. 

b. In the absence of the alternatives pro- 
vided for in Section A.2, d, the expenses in- 
oluded in this category must be allocated to
the major functions of the institution under
which the sponsored projects are conducted

on the basis of the modified total cost of
sponsored projects. 

c. An appropriate adjustment must be
made to eliminate any duplicate charges to
Federal awards when this category Includes
similar or identical activities as those in- 
cluded in the general administration and

general, expense category or other indirect
F &A) cost items, such as accounting, pro - 

ourement, or personnel administration. 

8. Librari/.Eapenses

a, The expenses under this heading are
those that have been incurred for the oper- 

ation of the library, including the cost of
books and library materials purchased for
the library, less any Items of library income
that qualify as applicable credits under

200. 406 Applicable credits. The library ex- 
pense category should also Include the fringe
benefits applioable to the salaries and wages
Included therein, an appropriate share of
general administration and general expense, 

operation and maintenance expense, and de- 
preciation. Costs incurred in the purchases
of rare books ( museum -type books) with no
value to Federal awards should not be allo- 
cated to them. 

b. In the absence of the alternatives pro- 
vided for in Section A.2, d, the expenses in- 

cluded in this category must be allocated
first on the basis of primary categories of
users, including students, professional em- 
ployees, and other users. 

1) The student category must consist of
full -time equivalent students enrolled at the

institution, regardless of whether they earn
credits toward a degree or certificate. 

2) The professional employee category

must consist of all faculty members and
other professional employees of the institu- 
tion, on a full -time equivalent basis. This

category may also include post - doctorate
fellows and graduate students. 

3) The other users category must consist

of a reasonable factor as determined by insti- 
tutional records to account for all other
users of library facilities, 

o. Amount allocated In paragraph b of this
section must be assigned further as follows: 
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(1) The amount in the student category
must be assigned to the Instruotlon fUnotion
of the institution.
(2) The amount in the proresstonal em-

ployee category must be assigned to the
major funotions of the institution in propor-
tion to the salaries and wages of all faculty
members and other professional employees
appltoable to those functions.
(3) The amount in the other users category

must be assigned to the other institutional
aotlvltles funotlon of the institution. .

9. Student Administration and Services
a. The expenses under this heading are

those that have been inourred for the admin-
istration of student affairs and for services
to students. including expenses of such ac-
tivities as deans of students, admissions. reg-
istrar. counseling and plaoement services.
student advisers. student health and infir-
mary eervices. catalogs, and commence-
ments and convcoataons. The salaries of
members of the academic staff whose respon-
sibilities to the institution require adminis-
trative work that benefits sponsored prefects
may also be included to the extent that the
portion charged to student administration is
determined in accordance with Subpart E-
Coat Prinoiples of tbis Part. This expense
category also includes the fringe benefit
costs appnoable to the salartes and wages in-
cluded therein, an appropriate share of gen-
eral administration and general expenses.
operation and maintenance, interest ex-
pense. and depreotatdon.
b. In the absence of the alternatives pro-

vided for in Seotion A.2.d. the expenses in
this catesorv must be allocated to the in-
struction function. and subsequennv to Fed-
eral awards in tllat function.

10. Offset for Indirect (F&A) ExPenses Other-
wise Provided for by the Federal Govern-
ment
a. The items to be accumulated under this

heading are the reimbursements and other
payments from the Federal Government
whioh are made to the Institution to support
solely. speolfioally, and directly. In whole or
in part, any of the administrative or service
aotivitles desorlbed in subseotlons 2 through
9.
b. The items In this group must be treated

as a ereutt to the affeoted individual indirect
(F&A) cost category before that category is
allooated to benefitting functions.

O. DETEIfMll'/ATION AND ApPLIOATION OF
lNDmEC'1' (F&A) OOSTRATE OERATES

1. Indireot (F&A) Cost Pools
a. (1) Subject to sunsectton b, the separate

categories of mdtreot (F&A) costs allocated
to each major funetdon of the Institution as
prescribed in paragraph B of. this paragraph

2 CFR en, II (1-1-15 Edition)

C.1 Identification and aselgnmenb of indirect
(F&A) costs, must be aggregated and treated
as a common pool for that funotion. The
amount in eaoh pool must be divided by the
distribution base desoribed in subseotaon 2 to
arrive at a single indirect (F&A) cost rate for
each funotion.
(2) The rate for each funotion is used to

distribute Indirect (F&A) coste to individual
Federal awards of that funotion. Since a
common pool is established for each major
function of the institution, a separate indi-
rect (F&A) cost rate would be established for
each of the major tuncttons described in Sec-
tion A.l under which Federal awards are car-
ried out.
(3) Ee.oh institution's indireot (F&A) coat

rate process must be appropriately designed
to ensure that Federal sponsors do -not in
any way subsidize the Indirect (F&A) costs of
other sponsors, speoifioally aotivities spon-
sored by industry and foreign governments.
Aocordingly, each allocatdon method used to
Identify and allooate the indirect (F&A) cost
pools, as described in Sections A.2. Oriteria
for distribution. and B.2 through B.9, must
contain the full amount of the institution's
modified total coats or other appropriate
units of measurement used to make the com-
putatlons. In addition. the final rate dis-
tribution base (as defined in subseotton 2) for
each major funotion (organized research. in-
struction. eto., as desoribed in Seotion A.I.
Major funotions of an institution) must con-
tain all the programs or activities which uti-
lize the Indirect (F&A) costs allocated to
that major funotion. At the time an indirect
(F&A) oost proposal is submitted to a OOg-
nizant agenoy for indlreot coste, each insti-
tution must describe the process it uses to
ensure that Federal funds are not used to
subsidize industry and foreign government
funded programs.
b. In some instanoes a single rate basis for

use acrose the board on all work within a
major' fUnction at an institution may not be
appropriate. A single rate for research, for
example. might not take into account those
different environmental factors and other
oondltions which may affeot Bubstantially
the Indirect (F&A) oosts applioable to a par-
tdoular segment of research at the Institu-
tion. A partioular segment Of research may
be that performed under a single sponsored
agreement or it ml\,y consist of research
under a group of Federal awards performed
in a common environment. The environ-
mental factors are not limited to the phys-
Ioal looation of the work. Other important
factors are the level of the administrative
support required. the nature of the facilities
or other resources employed. the scientific
disciplines or teohnioal skills involved. the
organizational arrangements used. or any
_oombination thereof. If a partioular segment
of a sponsored agreement is performed with-
in an environment which appears to generate
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1) The amount in the student category
must be assigned to the instruction function
of the institution. 

2) The amount in the professional em- 

ployee category must be assigned to the
major functions of the institution in propor- 
tion to the salaries and wages of all faculty
members and other professional employees

applicable to those functions. 
3) The amount in the other users category

must be assigned to the other institutional
activities function of the institution. 

9. Student Administration and Services

a. The expenses under this beading are
those that have been incurred for the admin- 
istration of student affairs and for services

to students, including expenses of such ac- 
tivities as deans of students, admissions, reg- 
istrar, counseling and placement services, 
student advisers, student health and infir- 

mary services, catalogs, and commence- 
ments and convocations. The salaries of
members of the academic staff whose respon- 
sibilities to the institution require adminis- 

trative work that benefits sponsored projects

may also be included to the extent that the
portion charged to student administration is
determined in accordance with Subpart F_- 
Cost Principles of this Part, This expense

category also includes the fringe benefit
costs applicable to the salarles and wages in- 
cluded therein, an appropriate share of gen- 

eral administration and general expenses, 

operation and maintenance, interest ex- 
pense, and depreciation. 

b. In the absence of the alternatives pro- 
vided for in Section A,24, the expenses in
this category must be allocated to the in- 
struction function, and subsequently to Fed- 
eral awards in that funotion. 

10. Offset for Indirect ( F &A) Expenses Other- 
wise Provided for by the Federal Govern- 
ment

a. The items to be accumulated under this

heading are the reimbursements and other
payments from the Federal Government
which are made to the institution to support
solely, specifically, and directly, in whole or
in part, any of the administrative or service
activities described in subsections 2 through
9. 

b. The items in this group must be treated
as a credit to the affected individual indirect
F &A) cost category before that category is

allocated to benefltting functions. 

C. DETERMNATION AND APPLICATION OF
INDIRECT ( F &A) COST RATE OR RATES

1. Indirect (F&A) Cost Pools

a. ( 1) Subject to subsection b, the separate
categories of indirect ( F &A) costs allocated
to each major function of the institution as
prescribed in paragraph B of. this paragraph

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

CA Identification and assignment of indirect
F &A) Costs, must be aggregated and treated

as a common pool for that function. The
amount in eaoh pool must be divided by the
distribution base described in subseotion 2 to
arrive at a single indirect (F &A) cost rate for
each function. 

2) The rate for each function is used to
distribute indirect (F &A) costs to individual
Federal awards of that function. Since a
Common pool is established for each major
function of the institution, a separate indi- 
rect (F &A) cost rate would be established for
each of the major functions described in Sec- 
tion A.1 under which Federal awards are car- 
ried out. 

3) Each institution' s indirect ( F &A) cost
rate process must be appropriately designed
to ensure that Federal sponsors do not in
any way subsidize the indirect (F &A) costs of
other sponsors, specifically activities spon- 

sored by industry and foreign governments. 
Accordingly, each allocation method used to
identify and allocate the indirect (F &A) cost
pools, as described in Sections A.2, Criteria
for distribution, and 33. 2 through B. 9, must
contain the full amount of the institution' s
modified total costs or other appropriate

units of measurement used to make the com- 
putations. In addition, the final rate dis- 
tribution base ( as defined in subsection 2) for
each major function ( organized research, in- 
struction, etc., as described in Section A.I. 
Major functions of an institution) must con- 
tain all the programs or activities which uti- 

lize the indirect ( F &A) costs allocated to
that major function. At the time an indirect
F &A) cost proposal is submitted to a cog- 

nizant agency for indirect costs, each insti- 
tution must describe the process it uses to
ensure that Federal funds are not used to
subsidize industry and foreign government
funded programs. 

b. In some instances a single rate basis for
use across the board on all work within a

major function at an institution may not be
appropriate. A single rate for research, for
example, might not take into account those
different environmental factors and other

conditions which may affect subetantially

the indirect (F &A) costs applicable to a par- 
ticular segment of research at the institu- 
tion. A particular segment of research may
be that performed under a single sponsored

agreement or it may consist of research

under a group of Federal awards performed
in a common environment. The environ- 
mental factors are not limited to the phys- 

foal location of the work. Other important
factors are the level of the administrative
support required, the nature of the facilities
or other resources employed, the scientific
disciplines or technical skills involved, the
organizational arrangements used, or any

combination thereof. If a particular segment

of a sponsored agreement is performed with- 
in an environment which appears to generate

204

ATTACHMENT .....0.......... 

PACE ... 
2t.. 

OF ..!`. 4.t. PACES



OMB Guidance

a significantly different level of indirect
(F&A) costs, provisions should be made for a
separate indirect (F&A) cost pool applicable
to such work. The separate indirect (F&A)
cost pool should be developed during the reg-
ular course of the rate determination process
and the separate indirect (F&A) cost rate re-
sulting therefrom should be utlllzed; pro-
vided it is determined that (1) suoh indireot
(F&A) cost rate differs slgnifloan tly from
that which would have been obtained under
subseotion a, and (2) the volume of work to
whioh such rate would apply is material in
relation to other Federal award/! at the tnsta-
tution.

2. Thl! Distribution Basis
Indirect (F&A) costs must be distributed to

applicable Federal awards and other benefit-
ting aotivlties within eaoh major function
(see section A.1, Major functions of an insti-
tution) on the basis of modlfled total direct
costa (MTDO). consisting of all salaries and
wages, fringe benefits, materials and sup-
pUes, servtces, travel, and up to the first
$25,000of each subaward (regardless of the
period oovered by the subaward). MTDO is
defined in §200.68Modified Total Direct Cost
(MTDO). For this purpose, an indirect (F&A)
cost rate should be determined for each of
the separate Indirect (F&A) cost pools devel-
oped pursuant to eubseotion 1. The rate in
eaoh ease.should be atated as the percentage
whioh the amount of the partdeular Indirect
(F&A) ooat pool is of the modified total di-
reot oosts identified with such pool.

3. Negotiated Lump Sum for Indirect (F&A)
Costs

A negotiated fixed amount in lieu of indi-
reot (F&A) costs may be appropriate for setr-
contained, orr-oamnus, 01' primarily subcon-
traoted aotlvities where the benefits derived
from an institution's indlreot (F&A) services
cannot be readlly determined. Suoh nego-
tiated indireot (F&A) costs will be treated as
an ofreet before allooation to instruotton, or-
ganized research, other sponsored activities,
and other institutional aottvttaes. The base
on which such remaining expenses are allo-
oated should be appropriately adjusted.

4. Predetermined Rates for Indirect (P&A) Costs
Publio Law 87~B (76 Stat. 437)as amended

(41 U.S.O. 4708) authorizes the use of pre-
determined rates in determining the "indi-
reot coats" (indirect (F&A) costs) applioable
under researoh agreements with eduoational
institutions. The stated objeotives of the law
are to simplify the administration Of cost-
type researoh and development contracts (in-
cluding grants) with eduoational institu-
tions, to faoilitate the preparation of their
budgets, and to permit -more expsditlous
oloseout of such contracts when the work is
completed. In view of the potential advan-

pt. 200, App. III

tages offered by this prooedure, negotiation
of predetermined rates for indirect (F&A)
costs for a period of two to four years should
be the norm in those situations where the
cost experience and other pertinent faots
available are deemed suffioient to enable the
parties involved to reach an informed judg-
ment as to the probable level of indireot
(F&A) costs during the ensuing aooounting
periods.

5. Negotiated Fixed Rates and Carry-Forward
Provisions

When a fixed rate is negotiated In advance
for a fiscal year (01' other time period), the
over- or under-recovery for that year may be
inoluded as an adjustment to the indireot
(F&A) cost for the next rate negotiation.
When the l'ate is negotiated before the carrv-
forward adfustment, is determined, the earrv-
forward amount may be applied to the next
subsequent rate negotiation. When suoh ad-
justments are to be made, eaoh fixed rate ne-
gotiated in advance for a given period will be
computed by applying tile expected indirect
(F&A) oosts allocable to Federal awards for
the foreoast period plus or minus the carry-
forward adjustment (over- or under-recovery)
from the prior period, to the roreoast dis-
tribution base. Unreoovered amounts under
lump-sum agreements or cost-sharing provl-
stons of Prior years must not be oarrted for-
ward for constderatdon in the new rate nego-
tiation. There must, however. be an advance
understanding in eaoh case between the in-
stitution and the cognizant agenoy for indi-
rect costs as to whether these differenCes
w11l be considered in the rate negotiation
rather than making the determination after
the differenoes are known. Further, tnatltu-
tions eleotlng to use this oarry-forward pro-
vision may not subaequentlv change without
prior approval of the oogmzant agenoy for
mdireot costs. In the event that an institu-
tion returns to a post-determined rate, any
over- or under-recoverv during the period in
which negotiated fixed rates and carrv-ror-
ward provisions were followed w1l1 be in-
cluded in the subsequent post-determined
rates. Where multiple rates are used, the
same procedure will be applioable for deter-
mining eaoh rate.

6. Provisional (Ind Final Rates for Indirect
(F&A) Oost«

Where the oognizant agenoy for indirect
costs determines that cost experienoe and
othel' pertinent facts do' not justify the use
of predetermined rates, or a fixed rate with
a oarrv-rorwerd, or If the parties cannot
agree on an equttable rate. a provisional rate
must be estabhshed, To prevent substantial
overpayment or underpayment, the provi-
sional rate may be adjusted by the oogntzant
agenoy for indireot oeste during the institu-
tion's fiscal year. Predetermined or fixed
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a significantly different level of indirect
F &A) costs, provisions should be made for a

separate indirect (F &A) cost pool applicable
to such work. The separate indirect ( F &A) 

cost pool should be developed during the reg- 
ular course of the rate determination process
and the separate indirect (F& A) cost rate re- 

sulting therefrom should be utilized; pro- 
vided it is determined that (1) such indirect
F &A) cost rate differs significantly from
that which would have been obtained under

subsection a, and ( 2) the volume of work to
which such rate would apply is material in
relation to other Federal awards at the insti- 
tution. 

2. Ths Distribution Basis

Indirect (F &A) costs must be distributed to
applicable Federal awards and other benefit- 

ting activities within each major function
see section A.1, Major functions of an insti- 

tution) on the basis of modified total direct

costs ( MTDC), consisting of all salaries and
wages, fringe benefits, materials and sup- 
plies, services, travel, and up to the first

26, 000 of each subaward ( regardless of the
period covered by the subaward). MTDC Is
defined In §200. 68 Modified Total Direct Cost
MTDC). For this purpose, an indirect (F &A) 

cost rate should be determined for each of
the separate indirect (F &A) cost pools devel- 
oped pursuant to subsection 1. The rate in

each case should be stated as the peroentage
which the amount of the particular indirect
F &A) cost pool is of the modified total di- 

reot costs identified with suob pool. 

3. Negotiated Lump Sum for Indirect (,P& A) 
Costs

A negotiated fixed amount in lieu of indi- 
rect (F &A) costs may be appropriate for self - 
contained, off - campus, or primarily subcon- 

traoted activities where the benefits derived
from an institution's indirect (F &A) services

cannot be readily determined. Such nego- 
tiated indirect (F &A) costs will be treated as

an offset before allocation to instruction, or- 
ganized research, other sponsored activities, 

and other institutional activities. The base

on which such remaining expenses are allo- 

cated should be appropriately adjusted. 

4. Predetermined Rates for Indirect (F &A) Costs

Public Law 87- 638 ( 76 Stat. 437) as amended
41 U. S. C. 4708) authorizes the use of pre- 

determined rates in determining the " Indi- 
rect costs" ( indirect (F &A) costs) applicable
under research agreements with educational

institutions. The stated objectives of the law
are to simplify the administration of cost - 
type research and development contracts (in- 
cluding grants) with educational institu- 
tions, to facilitate the preparation of their

budgets, and to permit . more expeditious
closeout of such contracts when the work is

completed, In view of the potential advam- 
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Cages offered by this procedure, negotiation
of predetermined rates for Indirect ( F &A) 
costs for a period of two to four years should
be the norm in those situations where the
cost experience and other pertinent facts
available are deemed sufficient to enable the

parties involved to reach an informed judg- 
ment as to the probable level of indirect

F &A) costs during the ensuing accounting
periods. 

5. Negotiated Fixed Rates and Carry - Forward
Provisions

When a fixed rate is negotiated in advance
for a fiscal year ( or other time period), the
over- or under - recovery for that year may be
included as an adjustment to the indirect
F& A) cost for the next rate negotiation. 

When the rate is negotiated before the carry - 
forward adjustment is determined, the carry - 
forward amount may be applied to the next
subsequent rate negotiation. When such ad- 
justments are to be made, each fixed rate ne- 

gotiated in advance for a given period will be
computed by applying the expected Indirect
F &A) costs allooable to Federal awards for

the forecast period plus or minus the carry - 
forward adjustment (over- or under- recovery) 

from the prior period, to the forecast dis- 
tribution base, Unrecovered amounts under

lump -sum agreements or cost - sharing provi- 
sions of prior years must not be carried for- 
ward for consideration in the new rate nego- 
tiation, There must, however, be an advance

understanding in each case between the in- 
stitution and the cognizant agency for indi- 
rect costs as to whether these differences
will be considered in the rate negotiation
rather than making the determination after
the differences are known. Further, Institu- 

tions electing to use this oarry- forward pro- 
vision may not eubsequently change without
prior approval of the cognizant agency for
Indirect costs. In the event that an institu- 

tion returns too a post - determined rate, any
over- or under - recovery during the period in
which negotiated fixed rates and carry -for- 
ward provisions were followed will be In- 
cluded in the subsequent post - determined
rates. Where multiple rates are used, the
same procedure will be applicable for deter- 

mining each rate. 

6. Provisional and Final Rates for Indirect
F &A) Costs

Where the cognizant agency for indirect
costs determines that cost experience and
other pertinent facts do' not justify the use
of predetermined rates, or a fixed rate with

a oarry- forward, or if the parties cannot
agree on an equitable rate, a provisional rate

must be established, To prevent substantial

overpayment or underpayment, the provi- 
sional rate may be adjusted by the cognizant
agency for indirect costs during the institu- 
tion' s fiscal year. Predetermined or fixed
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rates may replace provisional rates at any
time prior to the close of the institution's
fisoal year. If a provisional rate is not re-
placed by a predetermined or fixed rate prtor
to tbe end of tbe institution's fiscal year, a
final rate will be established and upward or
downward adjustments will be made based on
the actual allowable oosts incurred for the
period Involved.

7. Fixed Rates for the Life of the Sp07lll0red
Agreement

Except as provided in paragraph (0)(1) of
§200.414 Indireot (F&A) ooste, Federal agen-
cies must use the negotiated ratee, must
paragrapb (b)(l) for Indtrect (F&A) coste in
effeot at the time of the initial award
throughout the life of the Federal award.
Award levels for Federal awards may not be
adjusted in future years as a result of
changes in negotiated rates. "Negotiated
rates" per the rate agreement include final.
fixed. and predetermined rates and exclude
provisional rates. "Life" for tbe purpose of
this subsectton means each competitive seg-
ment of a project. A oompetitlve segment is
a period of years approved by the Federal
aWarding agenoy at the time of the Federal
award. If negotiated rate agreements do not
extend through tbe life of the Federal award
at the time of the initial award, then the ne-
gotiated rate for tbe last year of the Federal
award must be extended through the end of
tbe life of the Federal award.
b. Except as provided in §200.414 Indireot

(F&A) oosts, when an educational Institution
does not have a negotiated rate with the
Federal Government at the time of an award
(because the eduoatlonalinatitution is a new
recipient 01' the par tiel! cannot reaoh agree-
ment on a rate). the provisional rate used at
the time of tbe award must be adjusted onoe
a rate is negotiated and approved by the cog-
nizant agenoy for Indireot oosts.

8. Limitation on ReimbuT$ement of
Administrative costs

a. Notwi thstandtng the provisions of sub-
section C.1.a. the administrative ooste
oharged to Federal awards awarded or
amended (including continuation and re-
newal awards) with effeotive dates beginning
on or after the start of the institution's first
fisoal year which begins on or after Ootober
1. 1991. must be limited to 26% of modified
total dlreot costs (as defined in subseotion 2)
for the total of General Administration and
General Expenses; Departmental Adminis-
tration. Sponsored Projects Administration.
and Student Administration and Services
(including their allooable share of depreoia-
tdon, Interest costa, operation and mamte-
nance expenses. and fringe benefits costs, as
provided by Seotion B. Identifloatlon and as-
signment of indirect (F&A) costs. and all
other types of expenditures not listed ape-

2 CFRen, II (H-15 Edition)

cifically under one of the suboategorfes of fa-
cilities in Seotlon B.
b. Institutions should not change their ac-

oounting or cost allooation methods 1£the ef-
fect is to change tIle charging of a particular
type of cost from F&A to direct. or to reclas-
sify costs. or increase allooations from the
administrative pools identified in paragraph
B.l of this Appendix to tbe otber F&A cost
pools or fringe benefits. Oogntzant; agencies
for indireot cost are authorized to' allow
changes where an institution's charging
practices are at variance with acceptable
nraotdces followed by a substantial majority
of other institutions.

9. Alternative Method for AdmlnlstratWe Costs

a. Notwithstanding the provisions of sub-
section C.1.a. an institution may elect to
claim a fixed allowance for the "AdminiS-
tration" portion of indirect (F&A) costs. The
allowanoe could be either 24% of modified
total direot costs or a percentage equal to
95% of the most reoently negotdated fixed or
predetermined rate for the cost pools in-
cluded under "Administration" as defined in
Seotion B.l, whiohever is less. Under this al-
ternative, no COBtproposal need be prepared
for the" Administration" portion of the indi-
rect (F&A) cost rate nor is fill·ther identifica-
tion or documentation of these oosts re-
quired (see subsectaon c). Where a negotiated
indireot (F&A) cost agreement Includes this
alternative, an institution must make no
furtber charges for the expenditure cat-
egories desorlbed in Section B.6, General ad-
ministration and general expenses, secnon
B.6, Departmental administration expenses.
Seotion B.7. Sponsored projects administra-
tion, and Section B.9, Student administra-
tion and services.
b. In negotiations of rates for subsequent

periods, an institution that bas elected the
option of subseotnon a may continue to exer-
else it at the same rate without further iden-
tification or dooumentatlon of oosts.
c. If an institution elects to accept a

threshold rate as defined in subsection a of
this section. it Is not required to perform a
detailed analysis of its administrative costs.
However. in order to compute the faoilities
components of its Indirect (F&A)' cost rate,
the institution must reconcile its indirect
(F&A) oost proposal to its financial state-
ments and make appropriate adjustments
and reolassifioatlons to Identify the coste of.
eaoh major funotion as defined in Section
A.i, as well as to identify and al'looate the fa-
cilities components. Administrative oosts
tbat are not Identified as suoh by tbe Insti-
tution's accounting system (such as those in-
curred in acadermo departmente) will be
olass1fied aa instructional costs for purposes
of reoonoiling indirect (F&A) oost proposals
to finanolal statements and allooating faoll1-
ties costs.

206

r ATTACHMENT Q.........•
I PAG~ .. ..I.?IL OF }.~: .. PAGES

rates may replace provisional rates at any
time prior to the close of the institution' s
fiscal year. If a provisional rate Is not re- 

placed by a predetermined or fixed rate prior
to the end of the institution' s fiscal year, a
final rate will be established and upward or
downward adjustments will be made based on

the actual allowable costs incurred for the
period involved. 

7. Piled Rates for the Life of the Sponsored
Agreement

Except as provided in paragraph ( 0)( 1) of
200.414 Indirect ( F &A) costs, Federal agen- 

ofes must use the negotiated rates, must
paragraph ( b)(1) for indirect ( F &A) costs in
effect at the time of the initial award
throughout the life of the Federal award. 
Award levels for Federal awards may not be
adjusted in future years as a result of

changes in negotiated rates. " Negotiated

rates" per the rate agreement include final, 
fixed, and predetermined rates and exclude

provisional rates, " Life" for the purpose of

this subsection means each competitive seg- 
ment of a project. A competitive segment is
a period of years approved by the Federal
awarding agency at the time of the Federal
award. If negotiated rate agreements do not
extend through the life of the Federal award
at the time of the initial award, then the ne- 
gotiated rate for the last year of the Federal
award must be extended through the end of
the life of the Federal award. 

b. Except as provided in §200. 414 Indirect
F &A) costs, when an educational Institution

does not have a negotiated rate with the
Federal Government at the time of an award

because the educational institution is a new
recipient or the parties cannot reach agree- 
ment on a rate), the provisional rate used at
the time of the award must be adjusted once
a rate is negotiated and approved by the oog- 
nizant agency for indirect costs. 

8. Limitation on Reimbursement of
Administrative Costs

a. Notwithstanding the provisions of sub- 
section C. La, the administrative costs
charged to Federal awards awarded or

amended ( including continuation and re- 
newal awards) with effective dates beginning
on or after the start of the inst'itution's first
fiscal year which begins on or after October
1, 1991, must be limited to 26% of modified

total direct costs ( as defined in subsection 2) 
for the total of General Administration and
General Expenses', Departmental Adminis- 
tration, Sponsored Projects Administration, 
and Student Administration and Services
including their allooable share of deprecia- 

tion, interest costs, operation and mainte- 

nance expenses, and fringe benefits costs, as
provided by Section B, Identification and as- 
signment of indirect ( F &A) costs, and all
other types of expenditures not listed spe- 

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

cifically under one of the subcategories of fa, 
cilitiesin Section B. 

b. Institutions should not change their ac- 
counting or cost allocation methods If the ef- 
fect is to change the charging of a particular
type of cost from F &A to direct, or to reclas- 

sify costs, or increase allocations from the
administrative pools identified in paragraph

B. 1 of this Appendix to the other F &A cost
pools or fringe benefits. Cognizant agencies
for indirect cost are authorized to allow
changes where an institution' s oharging

practices are at variance with acceptable

practices followed by a substantial majority
of other institutions. 

9. Alternative Method for Administrative Costs

a. Notwithstanding the provisions of sub- 
section C. l.a, an institution may elect to
claim a fixed allowance for the " Adminis- 
tration" portion of indirect (F &A) costs. The
allowance could be either 24% of modified

total direct costs or a percentage equal to
96% of the most recently negotiated fixed or
predetermined rate for the cost pools in- 
cluded under " Administration" as defined in
Section B. 1, whichever is less. Under this al- 
ternative, no cost proposal need be prepared
for the " Administration" portion of the indi- 
rect (F& A) cost rate nor Is further identifica- 
tion or documentation of these costs re- 
quired (see subsection o). Where a negotiated
indirect (F &A) cost agreement includes this
alternative, an institution must make no

further charges for the expenditure cat- 
egories described in Section B.6, General ad- 
ministration and general expenses, Section
B.6, Departmental administration expenses, 
Section 13. 7, Sponsored projects administra- 
tion, and Section B.9, Student administra- 
tion and services. 

b. In negotiations of rates for subsequent
periods, an institution that has elected the
option of subsection a may continue to exer- 
cise it at the same rate without further iden- 
tification or documentation of costs. 

e, If an institution elects to accept a
threshold rate as defined in subsection a of

this section, it is not required to perform a
detailed analysis of its administrative costs. 

However, in order to compute the facilities
components of its indirect ( F &A) cost rate, 
the institution must reconcile its indirect
F &A) cost proposal to its financial state- 

ments and make appropriate adjustments

and reclassifications to identify the costs of. 
each major function as defined in Section
A.1, as well as to identify and allocate the fa- 
cilities components. Administrative costs
that are not identified as such by the insti- 
tution's accounting system (such as those in- 
curred in academic departments) will be
classified as instructional costs for purposes

of reconciling indirect ( F &A) cost proposals
to financial statements and allocating facili- 
ties costs. 

206

ATTACHMENT ..._._.. 

PAGE ... 1 .. OF ...! ±_. PAGES



OMS Guidance

10. Individual Rate Components

In order to provide mutually agreed-upon
Information for management purposes, each
indirect (F&A) cost rate negotiation 01' de-
termination must include development of a
rate for each indirect (F&A) cost pool as well
as tbe overallindireot (F&A) cost rate.

11. Negotiation and Approval of nuuvect (F&A)
Rate

a. Oognieant agency for Indirect costs is
defined in Subpart A-Aoronyms and Defini-
tions.
(1) nose negotiation cognisance is assigned

to tbe Department of Health and Human
Servioes (HHS) or tbe Department of De-
feuee's Omoe of Navs.l Research (DOD), nor-
mally depending on wbicb of tbe two agen-
cies (BRS or DOD) provides more funds to
the eduoational Institution for the most re-
cent tbree years. Information on funding
must be derived from relevant data gatbered
by tbe National Soienoe Poundatton, In oases
wbere neither BRS nor DOD provides Fed-
eral funding to an eduoatlonal institution,
the cognizant agenoy for indirect oosts as-
signment must default to BRS. Notwith-
standing tbe method for cognizance deter-
mination desoribed in this sectton, other ar-
rangements for oognisance of a partloular
eduoational institution may also be based in
part on tbe types of research performed at
tbe eduoabional institution and must be de-
oided based on mutual agreement between
BRS and DOD. Where a non-Federal entity
only receives funds as a subrectptsnt, §200.331
Requirements for pass-through entitles.
(2) ACter cognizance Is establisbed, it must

continue for a fiVe-year period.
b. Acceptance of rates. See §200.414Indi-

reot (F&A) oosts.
o. Oorrecttns defioienoies. The cognizant

agency for Indirect costs must negotiate
changes needed to oorreot Systems defi-
oienoies relating to aooountability for Fed-
eral awards. Oognizant agenctes for Indtrect
costs must address the concerns of otber af-
feoted agenoies, as appropriate, and must ne-
gotiate speoial rates for Federal agencies
that are required to limit reo overy of Indi-
reot costs by statute.
d. Resolving questioned costs. The cog-

nizant agency for indirect costs must con-
duot any necessary negotiations with an edu-
cationalinstitutlQn regarding amounts ques-
tioned by audit that are due the Federal
Government related to oosts oovered by a ne-
gotiated agreement.
e. Reimbursement. Reimbursement to cog-

nlzant agencies for indirect costs for work
performed under this Parb may be made by
reimbursement billing under the Economy
Aot, 31U,S.C. 1535.
f. Prooedure for establishing faoilities and

administrative rates must be established by
one of the following methods:

pt, 200, App. III

(1) Formal negotiation. The oognizant
agenoy for indireot oosts is responsible for
negotiating and approving rates for an edu-
cational inetitutlon on behalf of all Federal
agenoies. Federal awarding agenctes that do
not have oognizanoe for indireot oosts, must
notifY the oognizant agenoy for indireot
costs of speottic concerns (t.e., a need to es-
tablisb speoial cost rates) wbich oould affeot
tbe negotiation process. The cognizant agan-
oy for indireot oosts must address the con-
cerns of all interested agenoies, as appro-
priate. A pre-negotiation conferenoe may be
soheduled among all interested agencies, if
necessary. The cognfzant agency for Indirect
costs must tben arrange a negotiation con-
ferenoe with the educational institution.
(2) Other tban formal negotiation, The cog-

nizant agency for indireot' costs and adu-
cattonal institution may reacb an agreement
on rates witbout a formal negotiation con-
ference; for example, tbrougb correspond-
enoe or use of the simpllfled method de-
scrlbed in this seotion D of this Appendix.
g. Formalizing determinations and agree-

ments. The cognizant agency for Indireot
oosts must formalize all determinations or
agreements reached with au educational in-
stitution and provide oopies to other agen-
ciea having an interest. Determinations
should inolude a description of any adjust-
menta, the actual amount, both dollar and
percentage adjusted, and, tbe reason for mak-
ing adjustments.
h. Disputes and disagreements. Where the

cogntzant agency for indireot costs is unable
to reach agreement with an educational in-
stitution with regard to ratea or audit reso-
lution, the appeal system of the oognizant
agency for indirect costs must be fOllowed
for resolution of the disagreement.

'12. Standard Format for Submission

For facilities and administrative (indireot
(F&A» rate proposals, educational institu-
tions must use the standard format, shown
in section E of tbis appendix, to submit their
Indirect (F&A) rate proposal to tbe cos-
nizant agency for indirect oosts. The cog-
nizant agency for indireot oosts may, on an
institu~ion-bY-institution basie, grant excep-
tions from all or portions of Part II of the
standard format requirement. This require-
ment does not apply to eduoational institu-
tions that use tbe simplified metbod for cal-
culating Indirect (F&A) rates, as desoribed in
Section D of this- Appendix.
As provided in section 0.10 of this appen-

dix, eaoh F&A cost rate negotiation or deter-
mination must Include development of a rate
for eacb F&A oost pool as well as the overall
F&A rate.
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10. Individual Rate Components

In order to provide mutually agreed -upon
information for management purposes, each

indirect ( F &A) cost rate negotiation or de- 
termination must include development of a

rate for each indirect (F &A) cost pool as well
as the overall Indirect (F &A) cost rate. 

11. Negotiation and Approval of Indirect ( F &A) 
Rate

a. Cognizant agency for indirect costs is
defined in Subpart A— Acronyms and Defini- 
tions. 

1) Cost negotiation cognizance is assigned
to the Department of Health and Human
Services ( HRS) or the Department of De- 
fense' s Office of Naval Research ( DOD), nor- 
mally depending on which of the two agen- 
cies ( HHS or DOD) provides more funds to
the educational institution for the most re- 
cent three years. Information on funding
must be derived from relevant data gathered
by the National Science Foundation. In cases
where neither HHS nor DOD provides Fed- 
eral funding to an educational institution, 
the cognizant agency for indirect costs as- 
signment must default to HHS. Notwith- 

standing the method for cognizance deter- 
mination described in this section, other ar- 

rangements for cognizance of a particular

educational Institution may also be based in
part on the types of research performed at

the educational institution and must be de- 
cided based on mutual agreement between
HHS and DOD. Where a non - Federal entity
only receives funds as a subrecipient. §200. 831
Requirements for pass- through entities. 

2) After cognizance is established, it must
continue for a five -year period. 

b. Acceptance of rates. See 0200. 414 Indi- 
rect (F &A) costs. 

c. Correcting deficiencies. The cognizant
agency for indirect costs must negotiate
changes needed to correct systems defi- 

cienoies relating to accountability for Fed- 
eral awards. Cognizant agencies for indirect
costs must address the concerns of other af- 
fected agencies, as appropriate, and must ne- 

gotiate special rates for Federal agencies

that are required to limit recovery of indi- 
rect costs by statute. 

d. Resolving questioned costs. The cog- 
nizant agency for indirect costs must con- 
duct any necessary negotiations with an edu= 
cational institution regarding amounts ques- 

tioned by audit that are due the Federal
Government related to costs covered by a ne- 
gotiated agreement. 

e. Reimbursement. Reimbursement to cog- 
nizant agencies for indirect costs for work
performed under this Part may be made by
reimbursement billing under the Economy
Act, 31 U. S. C. 1535. 

f. Procedure for establishing facilities and
administrative rates must be established by

one of the following methods: 

1) Formal negotiation, The cognizant

agency for indirect costs is responsible for
negotiating and approving rates for an edu- 
cational institution on behalf of all Federal
agencies. Federal awarding agencies that do
not have cognizance for indirect costs, must

notify the cognizant agency for indirect
costs of specific concerns ( i.e., a need to es- 
tablish special cost rates) which could affect

the negotiation process. The cognizant agen- 

oy for indirect costs must address the con- 
cerns of all interested agencies, as appro- 
priate. A pre - negotiation conference may be
scheduled among all interested agencies, if
necessary. The cognizant agency for indirect
costs must than arrange a negotiation con- 

ference with the educational institution. 

2) Other than formal negotiation. The cog- 
nizant agency for indirect ' costs and eda- 
eationai institution may reach an agreement

on rates without a formal negotiation con- 
ference; for example, through correspond- 
ence or use of the simplified method de- 
scribed in this section D of this Appendix. 

g. Formalizing determinations and agree- 
ments. The cognizant agency for indirect
costs must formalize all determinations or
agreements reached with an educationalin- 

stitution and provide copies to other agen- 

cies having an interest, Determinations
should include a description of any adjust- 
ments, the actual amount, both dollar and
percentage adjusted, and, the reason for mak- 

ing adjustments. 
h. Disputes and disagreements. Where the

cognizant agency for indirect costs is unable
to reach agreement with an educational In- 
stitution with regard to rates or audit reso- 

lution, the appeal system of the cognizant
agency for indirect costs must be followed
for resolution of the disagreement. 

12. Standard Format for Submission

For facilities and administrative ( indirect
F &A)) rate proposals, educational institu- 

tions must use the standard format, shown
in section E of this appendix, to submit their

Indirect ( F &A) rate proposal to the oog- 

nizant agency for indirect costs. The cog- 
nizant agency for indirect costs may, on an
institution -by- institution basis, grant excep- 
tions from all or portions of Part II of the

standard format requirement. This require- 
ment does not apply to educational Institu- 
tions that use the simplified method for cal- 

culating indirect (F &A) rates, as described in
Section D of tbis-Appendix, 

As provided in section 0.10 of this appen- 
dix, each F &A cost rate negotiation or deter- 
mination must Include development of a rate

for each F &A cost pool as well as the overall
F &A rate. 
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PI. 200, App. III

D. SIMPLIFIED METHOD FOR SMALL
INSTITUTIONS

1. General

11,. Where the total direct coat of work cov-
ered by thiB Parf a,t an institution does not
exceed 310 million In a nscar year, the sim-
plified procedure described in subseotions 2
or 3 ma,y be used in determining atlowable
indirect (F&A) coste. Under this simplified
procedure, the Institution's most reoent an-
nual financial report and immediately avail-
able supporting information must be utilized
as a baats for determining the indireot (F&A)
cost rate appltoable to all Federal awards.
The institution may use either the salaries
and wagea (see subsection 2) or modified
total direot costs (see subseotdon 3) as the
distribution basis.

b. The simplified procedure should not be
used where it produces results which appear
inequitable to the Federal Government or
the institution. In any such case, indirect
(F&A) costs should be determined through
use of the regular procedure.

2. SImplified Procedure-$alaries and Wages
Base

a. Establish the total amount of salaries
and wages paid to al l employees of the insti-
tution.

b. Establish an Indireot (F&A) cost pool
consistdng of the expenditures (exolusive of
oapttal items and. other costs speoifically
identified as unaltowable) which customarily
are classified under the following titles or
their equivalents:

(1) General administration and general ex-
penses (exclusive of costs of student adminis-
tration and services, student aotivities, stu-
dent aid, and scholarships).

(2) Operation and maintenance of physical
plant and depreciation (after appropriate ad-
justment for costs applicable to other insti-
tutional activities).

(3) Library.
(4) Department administration expenses,

which will be computed aa 20 percent of the
salaries and expenses of deans and heads of
departments.

In those cases where expenditures classi-
fied under subseotion (1) have previously
been allocated to other institutional activi-
ties, they may be included In the indirect
(F&A) oost POOl.The total amount Of sala-
ries and wages inoluded in the indirect (F&A)
cost pool must be separately Identified.

o. Establish a sa,!al'Yand wage distribution
base, determined by deductdng from the total
of salaries and wages as established in sub-
section a from the amount of aalartea and
wages Included under subsection b.

d. Establish the indirect (F&A) cost rate,
determined by dividing the amount in the in-
direct (F&A) cost pool, subsection b, by the

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

amount of the distribution base, subsection
c.

e. Apply the indirect (F&A) oost rate to di-
rect aalarlea and wages for individual agree-
ments to determine the amount of indirect
(F&A) costs allocable to suoh agreements.

3. Simplified Procedure-Modified Total Direct
cost noee

a. Establish the total costs Incurred by the
Institution for the base period.

b. Establish an Indirect (F&A) cost pool
coneiatms of the expenditures (exclusive of
capita,! items and other costs specifically
identified as unallowable) whioh ouatomarily
are orassrried under the following titles or
theIr equivalents:

(1) General administration and general ex-
penses (excluelvs of costs of student admtnts-
tration and services, student aotivities, stu-
dent aid, and schotarehtpe).

(2) Operation and maintenance of physical
plant and depreciation (after a,ppropriate ad-
justment for costs applicable to other insti-
tutional activities).

(3) Library.
(4) Deparbment a,dminlstration expenses.

which will be computed as 20 percent of the
salardea and expenses of deans and heads at"
departments. In those cases where expendi-
tures olassified under subsection (1) have
previously been allocated to other Institu-
tional activities, they may be included In the
indirect (F&A) cost pool. The modified total
direct costs amount inoluded in the indireot
(F&A) oost pool must be sepa,rately identi-
fied.

c, Establish a modified total direct cost
distribution baae, as defined in Seotion 0.2,
The distribution basis, that oonsists of all
institution's direct funotions.

d. Establish the indireot (F&A) cost rats,
determined by dividing the amount in the in-
direct (F&A) oost pool, subseotion b, by the
amount of the distribution base, subsection
c.

e. Apply the indlreot (F&A) cost rate to
Lhemodified total direot coste for individual
agreements to determine the amount of Indi-
reot (F&A) coste allocable to such agree-
ments.

E. DOOUMENTATION REQUlREMEIfl'B

The standard format for dooumentation re-
quirements for indireot (indirect (F&A) rate
proposals for claimtng costs under the reg-
ular method is available on the OMB Web
site here: http://www.whitehouse.gov/ombl
grants.-forms.

F. CERTIFIOATION

1. Certification 0/ Charges
To assure that expenditures for Federal

awards are proper and in accordance with
the agreement documents and approved
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D. SIMPLIFIED METHOD FOR SMALL
INSWITTIONG

1, General

a. Where the total direct cost of work cov- 

ered by this Part at an institution does not
exceed 310 million in a fiscal year, the sim- 
plified procedure described in subsections 2
or 3 may be used in determining allowable
indirect ( F &A) costs. Under this simplified
procedure, the institution's most recent an- 
nual financial report and immediately avail- 

able supporting information must be utilized
as a basis for determining the indirect (F &A) 
cost rate applicable to all Federal awards. 
The institution may use either the salaries
and wagea ( see subsection 2) or modified
total direct costs ( see subsection 3) as the
distribution basis. 

b. The simplified procedure should not be
used where it produces results which appear
inequitable to the Federal Government or
the institution. In any such case, indirect
F &A) costs should be determined through

use of the regular procedure. 

2. Simplified Procedure — Salaries and Wages
Base

a. Establish the total amount of salaries
and wages paid to all employees of the insti- 
tution. 

b. Establish an indirect ( F &A) cost pool
consisting' of the expenditures ( exclusive of
capital items and. other costs specifically

Identified as unallowable) which customarily

are classified under the following titles or
their equivalents: 

1) General administration and general ex- 
penses ( exclusive of costs of student adminis- 

tration and services, student activities, stu- 

dent aid, and scholarships). 

2) Operation and maintenance of physical
plant and depreciation (after appropriate ad- 
justment for costs applicable to other insti- 
tutional activities). 

3) Library. 
4) Department administration expenses, 

which will be computed as 20 percent of the
salaries and expenses of deans and heads of
departments. 

In those cases where expenditures classi- 

fied under subsection ( 1) have previously
been allocated to other institutional activi- 
ties, they may be included in the indirect
F &A) cost pool. The total amount of solar

rise and wages included in the indirect (F &A) 
cost pool must be separately identified. 

c. Establish a salary and wage distribution
base, determined by deducting from the total
of salaries and wages as established in sub- 
section a from the amount of salaries and
wages included under subsection b. 

d. Establish the indirect ( F &A) cost rate, 
determined by dividing the amount in the in- 
direct ( F &A) cost pool, subsection b, by the

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

amount of the distribution base, subsection
0. 

e. Apply the indirect (F &A) cost rate to di- 
rect salaries and wages for individual agree- 
ments to determine the amount of indirect
F &A) costs allooable to such agreements. 

3. Simplified Procedure — Modified Total Direct
Cost Base

a. Establish the total costs incurred by the
institution for the base period. 

b. Establish an indirect ( F &A) cost pool
consisting of the expenditures ( exclusive of
capital items and other costs specifically

identified as unallowable) which customarily
are classified under the following titles or
their equivalents: 

1) General administration and general ex- 
penses ( exclusive of costs of student admin%- 

tration and services, student activities, stu- 

dent aid, and scholarships). 
2) Operation and maintenance of physical

plant and depreciation ( after appropriate ad- 
justment for costs applicable to other insti- 
tutional activities), 

3) Library. 
4) Department administration expenses, 

which will be computed as 20 percent of the
salaries and expenses of deans and heads of
departments. In those cases where expendi- 
tures classified under subsection ( 1) have
previously been allocated to other institu- 
tional activities, they may be included in the
indirect ( F &A) cost pool. The modified total

direct costs amount included in the indirect
F &A) cost pool must be separately identi- 

fied. 
c, Establish a modified total direct cost

distribution base, as defined in Section 0.2, 
The distribution basis, that consists of all
Institution' s direct functions, 

d. Establish the indirect ( F &A) cost rate, 
determined by dividing the amount in the in- 
direct (F& A) cost pool, subsection b, by the
amount of the distribution base, subsection
c. 

a. Apply the indirect ( F &A) cost rate to
Lbe modified total direct costs for individual
agreements to determine the amount of indi- 
reot ( F &A) costs allocable to such agree- 
ments. 

E. DODUMENTATION REQUIREMENTS

The standard format for documentation re- 
quirements for indirect (indirect (F &A)) rate
proposals for claiming costs under the reg- 
ular method is available on the OMB Web
site here: http: / /Wwv).whiteliouse.govlombl
grants _Jorms. 

F. CERTIFICATION

1. Certification of Charges

To assure that expenditures for Federal
awards are proper and in accordance with
the agreement doouments and approved
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OMB Guidance

project budgets, the annual and/or final fis-
cal reports or vouchers requesting payment
under the agreements w1l1 include a certifi-
cation, signed by an authorized offiCial of
theuntverstts', which reads "By signing this
report. I certify to the best of my knowledge
and belief that the report is true, complete,
and accurate, and the expenditures, disburse-
ments and cash receipts are for the purposes
and intent set forth in the award documents.
I am aware that any false. fiotitioue. or
fraudulent information, or the omission of
any material fact, may subject me to orimt-
nal, civil or administrative penalties fOr
fraud, false statements, false claims or oth-
erwise. (U.S. code, Title 18, Section 1001and
Title 31. sections 8729-3733 and 3801-3812)".

2. oeruticauon of Indirect (}'cftA) Costs

a. PoliCY. oogmzant, agenotes must not ac-
cept a proposed Indirect cost rate unless
suoh costs have been certified by the edu-
oattonal institution using the Oertificate of
indirect (F&A) Costs set forth in subsectton
F.2.c
b. The certifioate must be signed on behalf

•~~rt~~ i:t~~~~~~::r ~~:i~!~a:e~inba;~~ll~~!=
vidual at a level no lower than vice president
01' ohief financial orncer,
An indirect (F&A) COBtrate Is not binding

upon the Federal Government if the most re-
cent required proposal from the Institution
bas not been oertified. Where it iB necessary
to eatabl1eh indirect (F&A) ccet rates, and
the institution bas not submrtted a oertified
proposal for establishing such rates in ac-
oordance with the requirements of this 'sec-
tion, the Federal Government must unilater-
ally establish sueh rates. Suoh rates may be
based upon audited historioal data or such
other data that have been furnished to the
oognizant agency for Indireot costs and for
which it can be demonstrated that all unal-
lowable costs bave been excluded. When Indl-
reot (F&A) cost rates are unilaterallY estab-
lished by the Federal Government because of
failure of the institution to submit a cer-
tified proposal for establishing suoh rates in
accordance witb this section, the rates es-
ta.bliBhed will be set at a level low enougb to
ensure tbat potentially unallowable coets
will not be reimbursed.
o, Certificate. The certificate required by

this seotion must be in the following form:

OERTIFICATEOFINDIRECT(F&A) OOSTS
'l'hls is to certify that to the best of my

knowledge and belief:
(1) I have reviewed the Indirect (F&A) cost

proposal submitted herewitb;
(2) All COBtsincluded in thle proposal [iden-

tify date] to establish billing or final indi-
rect (F&A) oosts rate for [identify period
covered by rate) are allowable in accordance
witb the requirements of the Federal agree-

pt. 200, App. IV

mentts) to whiob they a.pply and with the
cost principles applicable to those agree-
menta. .
(3) 'l'hla proposal does not include any costs

which are unallowable under applioable cost
principles suoh as (without limitation): pub-
110 relations costs, contributions and dona-
tions. entertainment oosts, fines and pen-
alties, lobbying coste, and defense of fraud
proceedings; and
(4) All costa included in tbia proposal are

properly allocable to Federal agreements on
·the basta of a beneficial or causal relation-
ship between the expenses Incurred and the
agreements to which they are allocated in
accordance with applicable requirements.
I declare that the foregoIng is true and 001'-
recto

Institution of Higher Education:
Signature:
Name of Official:
Title:
Date of Execution:
[78 FR 78606,Dec. 26. 2013, as amended at 79
FR 75888. Deo. 19, 2014]

ApPENDIX IV TO PART 20o-INDlREdT
(F&A) COSTS IDENTIFICATION AND
ASSIGNMENT,· AND RATE DETERMINA-
TION FOR NONPROFIT ORGANIZA-
TIONS

A. GENERAL
1. Indirect oosts are those that have been

incurred for oommon or joint objeotives and
cannot be readily identified with a par-
tioular final oost objeotive. Direot cost of
minor amounts may be treated as indirect
coats under the conditIons described in
§200,413 Direot costs paragraph (d) of this
Part .. After direct costs have been deter-
mined and assigned directly to awards 01'
otber work as appropriate, indirect oosts are
those remaining to be allocated to benefit-
ting cost objeotlves. A cost may not be allo-
oated to a Federal award as an indirect cost
if any other cost inourred for the same pur-
pose. in like ciroumstances, has been as-
signed to a Federal award as a direct cost.
"Ma.jor nonprofit organizations" are de-

fined in §200.414Indirect (F&A) costs. See in-
direot cost rate reporting requirements in
seotdona B.2.e llJldB.3.g of tb1e Appendix.

B. ALLOOATIONOFINDIRECTOOSTSAND
DETERMINATIONOFINDIRECTOOSTRATES

1. General

a. If a nonprofit organization has only one
major funotlon, or where all its major func-
tions benefit from its indirect costs to ap-
proxtmately rne same degree, the allocation
of Indirect costs and the oomputatlon of an
indireot cost rate may be accomplished
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project budgets, the annual and/or final fis- 
cal reports or vouchers requesting payment
under the agreements will include a certifi- 
cation, signed by an authorized official of
the university, which reads " By signing this
report, I certify to the best of my knowledge
and belief that the report is true, complete, 
and accurate, and the expenditures, disburse- 
ments and cash receipts are for the purposes
and intent set forth in the award documents. 
I am aware that any false, fictitious, or
fraudulent information, or the omission of

any material fact, may subject me to crimi- 
nal, civil or administrative penalties for
fraud, false statements, false claims or oth- 
erwise,( U, S. Code, Title 18, Section 1001 and
Title 31, Sections 37294733 and 3801 - 3812)°. 

2. Certification of Indirect (F &A) Costs

a. Policy. Cognizant agencies must not ac- 
cept a proposed indirect cost rate unless
such costs have been certified by the edu- 
oational institution using the Certificate of
Indirect ( F &A) Costa set forth in subsection
F.2. c

b. The certificate must be signed on behalf
of the institution by the chief financial offi- 
cer or an individual designated by an indi- 
vidual at a level no lower than vice president
or chief financial pfficer. 

An indirect (F &A) cost rate is not binding
upon the Federal Government if the most re- 
cent required proposal from the institution
has not been certified. Where it is necessary
to establish indirect ( F &A) cost rates, and
the institution has not submitted a certified
proposal for establishing such rates in ac- 
oordance with the requirements of this 'sec- 
tion, the Federal Government must unileAter- 
ally establish such rates. Such rates may be
based upon audited historical data or such
other data that have been furnished to the
cognizant agency for indirect costs and for
which it can be demonstrated that all unal- 
lowable costs have been excluded. When indi- 
reot ( F &A) cost rates are unilaterally estab- 

lished by the Federal Government because of
failure of the institution to submit a cer- 
tified proposal for establishing such rates in
accordance with this section, the rates as- 

tabliahed will be set at a level low enough to
ensure that potentially unallowable costs
will not be reimbursed. 

o. Certificate. The certificate required by
this section must be in the following form: 

CERTIFICATE OF INDIRECT ( F &A) COSTS

This is to certify that to the best of my
knowledge and belief: 

1) I have reviewed the indirect (F &A) cost
proposal submitted herewith; 

2) All costs included in this proposal [ iden- 
tify date) to establish billing or final indi- 
rect ( F &A) costs rate for [ identify period
covered by rate) are allowable in accordance
with the requirements of the Federal agree- 

WU kyj

ment(a) to which they apply and With the
cost principles applicable to those agree- 
ments. 

3) This proposal does not include any costs
which are unallowable under applicable cost
principles such as ( without limitation): pub - 
lio relations costs, contributions and dona- 
tions, entertainment costs, fines and pen- 

alties, lobbying costs, and defense of fraud
proceedings; and

4) All costs included in this proposal are
properly allocable to Federal agreements on
the basis of a beneficial or causal relation- 
ship between the expenses incurred and the
agreements to which they axe allocated in
accordance with applicable requirements. 

I declare that the foregoing is true and cor- 
rect. 

Institution of Higher Education, 

Signature: 

Name of Official: 

Title: 

Date of Execution: 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75888, Dec. 19, 20141

APPENDIX IV TO PART 200 — INDIRECT
F &A) COSTS IDENTIFICATION AND

ASSIGNMENT; AND RATE DETERMINA- 

TION FOR NONPROFIT ORGANIZA- 
TIONS

A, GENERAL

1. Indirect costs are those that have been
incurred for common or joint objectives and
cannot be readily identified with a par- 
ticular final cost objective. Direct cost of
minor amounts may be treated as indirect
costs under the conditions described In

200. 413 Direct costs paragraph ( d) of this
Part. After direct costs have been deter- 
mined and assigned directly to awards or
other work as appropriate, Indirect costs are
those remaining to be allocated to benefit - 
ting cost objectives. A cost may not be allo- 
cated to a Federal award as an indirect cost
if any other cost incurred for the same pur- 
pose, in like circumstances, has been as- 
signed to a Federal award as a direct cost. 

Major nonprofit organizations" are de- 
fined in §200. 414 Indirect (F &A) costs. See In- 
direct cost rate reporting requirements in
sections B.2. a and B.3. 9 of this Appendix. 

B. ALLOCATION OF INDIRECT COSTS AND
DETERMINATION OF INDIRECT COST RATES

1, General

a. If a nonprofit organization has only one
major function, or where all its major func- 
tions benefit from its indirect costa to ap- 
proximately the same degree, the allocation
of indirect costs and the computation of an
indirect cost rate may be accomplished
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pt. 200, App. IV
tbrough simplified allocation procedures, as
descrIbed in seotion B.2 of this Appendix,
b. If an organization has several major

functions Which benefit from its indirect
costs in varying degrees, allocation of indi-
rect costa may require the accumulatton of
such costs Into separate cost groupings
which then are allocated individulllly to ben-
efitting funotdons by means of a base whioh
best measures the relative degree of nenent,
The Indirect oosts allooated to each function
are then distributed to individual Federal
awards and other activities Inoluded in that
function by means of an indireot oost rate(e).
c. The determination of what oonstitutes

an organization's major functions will de-
pend on Its purpose in being; the types of
services it renders to the publlc, its clients,
and its members; and the amount of effort it
devotes to such aotivities as mndraising,
public information and membership activi-
ties.
d. Specific metnods for allocating indirect

costs and oomputing indirect oost rates
along with the oonditions under whioh each
method should be used are desoribed in sec-
tion 13,2tlirough 13.5of this Appendix.
e, The base period for the anocataon of in-

direot costs is the period in whIoh such oosts
are Incurred and accumulated for allocation
to work performed in that period. The baae
pertod normally should comctde with the or-
ganization's fiscal year but. in any event.
must be so seleoted as to avoid inequities in
the allocation of the coste.

Z. Simpltfied Allocation Metlwd

a. Where an organization's major funotions
benefit from its indireot costs to approxi-
mately the same degree, the allocation of in-
direct oosts may be accomplished by (i) sepa-
rating the organization's total costs for the
base period as either direct or indirect, and
(11) dividing the total allowable indirect
costs (net of applicable oredits) by an equi-
table distribution base. The result of this
process is an indirect cost rate which is used
to distribute indirect costs to individual
Federal awards. The rate should be expressed
as the peroentage whtoh the total amount of
allowable indireot oosts bears to the base se-
leoted. This method should also be used
where an organization has only one major
funotion enoompassing a number of indi-
vidual projects or acbtvtties, and mll-Ybe
used where the level of Federal awards to an
organization is relatively small.
b. Both the direct costs and the indirect

costs must exolude capital expenditures and
unallowable costs. However, unallowable
oosts which represent activities must be in-
cluded in the direct costs under the condi-
tione desoribed in §200.413Direot OOSts'para-
graph (e) of this Part.
e. The dtstrtbutdon base may be total di-

reot costa (excludmg oapital expenditures
and other dtstorttng Items, such as sub-

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

awards for $25,000or more), direot salaries
and wages, or other base which results in an
equitable distribution. The diatribution base
must exclude partioipant support costs as de-
fined in §200.75Participant support, costs.
d. Exoept where a epactal rate(s) is re-

quired In acoordance with seotion B.6 of this
Appendix, the indirect cost rate developed
under the above prinoiples is applicable to
all Federal awards of the organisatdon, If a
speolal rate (a) Is required, appropriate modi-
fications must be made in order to develop
the special rate(s).
e. For an organization that receives more

than $10million in Federal funding of direot
coste in a fiscal year, a breakout of thB indi-
rect cost component into two broad oat-
egorres, Faclllties and Administration as de-
fined in seobion A.3 of this Appendix, is re-
quired. The rate in each case must be stated
as the percentage which the amount of the
partioular indlreot cost category (i.e .• Facili-
ties or Administration) is of the distribution
base identified with that category.

3. Multiple Allocation Base Method

a. General. Where an organization's indi-
reot costs benel1t its major functione in
varying degrees, indireot oosts must be aoou-
mulated into separate oost groupings, as de-
scrlbed in subparagraph b. Each grouping
must then be allooated individually to bene-
fitting funotions by means of a base which
best measures the relative benefits. The de-
fault allooation bases by cost pool are de-
sorlbed in section B.8.0 of thill Appendix.
b. Identification of indirjlot oosts. Cost

groupings must be established so as to per-
mit the allooation of each grouping on the
basis of benefits provided to the major tunc-
nons, Each grouping must constItute a poo;
of expenses that are of like character in
terms of funotions they benefit and in terms
of the allocation base whioh best measurea
the relative benefits provided to each func-
tion. The groupings are CllLllsifiedwithin the
two broad oategortes: "Faoillties" and "Ad-
ministration," as deaoribed in seotion A.a of
this Appendix. The Indireot cost pools are de-
fined as follows:
(1) Depreolatlon. The expenses under this

heading are the portion of the costs of the
organization's buildings. capital improve-
ments to land and bull dings, and equipment
which are oomputed in acoordanoe with
§200.436Depreciation,
(2) Interest. Interest on debt associated

with certain butldtnga, equipment and cap-
ital improvements are oomputed In accord-
anoe with §200.449Interest.
(3) Operation and maintenance expenses.

The expenses under this heading are those
that have been Incurred for the adminisbra-
tton, operation, maintenance, preservation,
and protectIon of the organization's physioal
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through simplified allocation procedures, as

described in section B. 2 of this Appendix, 
b. If an organization has several major

functions which benefit from its indirect
costs in varying degrees, allocation of indi- 
rect costs may require the accumulation of
such costs into separate cost groupings
which then are allocated individually to ben - 
efitting functions by means of a base which
best measures the relative degree of benefit. 

The indirect costs allocated to each function
are then distributed to individual Federal
awards and other activities included in that
function by means of an indirect cost rate(s). 

o. The determination of what constitutes
an organization's major functions will de- 
pend on its purpose in being; the types of
services it renders to the public, its clients, 
and its members; and the amount of effort it
devotes to such activities as fundraising, 
public information and membership activi- 
ties. 

d. Specific methods for allocating indirect
costs and computing indirect cost rates
along with the conditions under which each
method should be used are described in seo- 
tion B, 2 through B. 5 of this Appendix. 

e, The base period for the allocation of in- 
direct costs is the period in which such costs

are inourred and accumulated for allocation
to work performed in that period. The base

period normally should coincide with the or- 
ganization' s fiscal year but, in any event, 
must be so selected as to avoid inequities in
the allocation of the costs. 

2. Simplified Allocation Method

a. Where an organization's major functions
benefit from its indirect costs to approxi- 
mately the same degree, the allooation of in- 
direct costs may be accomplished by ( 1) sepa- 
rating the organization' s total costs for the
base period as either direct or indirect, and
ii) dividing the total allowable indirect

costs ( net of applicable credits) by an equi- 
table distribution base. The result of this
process is an indirect cost rate which is used

to distribute indirect costs to individual
Federal awards. The rate should be expressed
as the percentage which the total amount of
allowable indirect costs bears to the base se- 
lected. This method should also be used
where an organization has only one major
function enoompassing a number of indi- 
vidual projects or activities, and may be
used where the level of Federal awards to an
organization is relatively small, 

b. Both the direct costs and the indirect
costs must exclude capital expenditures and

unallowable costs. However, unallowable
costs which represent activities must be in- 
cluded in the direct costs under the condi- 
tions described in §200. 413 Direct costs, para- 
graph ( e) of this Part. 

c. The distribution base may be total di- 
rect costs ( excluding capital expenditures

and other distorting items, such as sub- 

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

awards for 526, 000 or more), direct salaries
and wages, or other base which results in an
equitable distribution, The distribution base
must exclude participant support costs as de- 

fined in §200.76 Participant support costs. 
d. Except where a special rate(s) is re- 

quired in accordance with section 13. 6 of this
Appendix, the indirect cost rate developed
under the above principles is applicable to
all Federal awards of the organization, If a
special rate(s) is required, appropriate modi- 
fications must be made in order to develop
the special rate( s). 

e. For an organization that receives more
than $10 million in Federal funding of direct
costs in a fiscal year, a breakout of the indi- 
rect cost component into two broad cat- 
egories, Facilities and Administration as de- 
fined in section A.3 of this Appendix, is re- 
quired. The rate in each case must be stated
as the percentage which the amount of the
partioular indirect cost category (Le., Facili- 
ties or Administration) is of the distribution
base identified with that category. 

3. Multiple Allocation Base Method

a. General. where an organization' s indi- 
rect posts benefit its major functions in
varying degrees, indirect costs must be accu- 
mulated into separate cost groupings, as de- 
scribed in subparagraph b. Each grouping
must then be allocated individually to bene- 
fitting functions by means of a base which
best measures the relative benefits. The de- 
fault allocation bases by cost pool are de- 
scribed in section B. 3. e of this Appendix. 

b. Identification of indirect costs. Cost
groupings must be established so as to per- 
mit the allocation of each grouping on the
basis of benefits provided to the major func- 
tions. Each grouping must constitute a pool
of expenses that are of like character in
terms of functions they benefit and in terms
of the allocation base which best measures
the relative benefits provided to each func- 
tion. The groupings are classified within the
two broad categories: " Facilities" and " Ad- 
ministration," as described in section A.3 of

this Appendix. The indirect cost pools are de- 
fined as follows: 

1) Depreciation. The expenses under this

heading are the portion of the costs of the
organization' s buildings, capital improve- 
ments to land and buildings, and equipment
which are computed in accordanos with

200, 436 Depreciation, 

2) Interest. Interest on debt associated
with certain buildings, equipment and cap- 
ital improvements are computed in accord- 
ance with §200. 449 Interest. 

3) Operation and maintenance expenses. 
The expenses under this heading are those
that have been Incurred for the administra- 
tion, operation, maintenance, preservation, 
and protection of the organization' s physical
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plant. They include expenses normally in-
curred for such items as: janitorial and utll-
ity services; repairs and ordinary or normal
alteratdons of buildings, furniture and equip-
ment: care of grounds; maintenance and op-
eration of buifdlnge and other plant facili-
ties; seourity; earthquake and disaster pre-
parednese; environmental safety; hazardous
waste disposal: property, liability and other
insurance relating to property; space and
oapital leasing: faoility planning and man-
agement; and central receiving. The oper-
ation and maintenance expenses oategory
must also include its allooable share of
fringe benefit costs, depreciation, and inter-
est oosts.

(4) General administration and general ex-
penses. The expenses under this beading are
those that have been inourred for the overall
general axacutdve and administrative cffices
of the organization and other expenses of a
general nature whioh do not relate solely to
any major function of the organisatton. This
oategory must also include its allooable
share of fringe benefit costs, operation and
maintenance expense, depreoiation, and in-
terest coats. Examples of this category in-
clude central offices, suoh as the director's
office, tbe office of finanoe, business serv-
ices, budget and planning, personnel, safety
and risk management, general counsel, man-
agement Information systems, and library
oosts.

In developing this cost pool, special care
should be exeroisen to ensure that costs in-
ourred for the same purpose in like eir-
oumstanoes are treated consistently lUI ei-
ther direot or indirect coste. For example,
salaries of teohntoal staff, project supplies,
project publication, telephone toll charges,
computer costs, travel costs, andspeotaltzed
services costs must be treated lUI direot costs
wherever identifiable to a particular pro-
gram. The salaries and wages of admtntstra-
ti ve and pooled clerioal staff should nor-
mally be treated as Indtreot costs. Direct
charging of these costs may be appropriate
lIS desoribed in §200.418Direot Oosts. Items
suoh as office supplles, postage, local tele-
phone costs, periodicals and memberships
should normally be treated as indirect coats.

C. Allocation bases. Actual oonditions
must be taken into account in selecting the
base to be need In allocating the expenses in
eaoh grouping to benefitting functions. The
essential consideration in seiectms a method
or a base is that it is the one best suited for
assigning the pool of costs to oost objectives
in accordance with benefits derived; a trace-
able cause and effeot relationship; or Iogfc
and reason, where neither the cause nor the
effeot of the relationship is determinable.
When an allooa tion can be made by assign-
ment of a oost grouping directly to the func-
tion benefitted, the allocation must be made
in that manner. When the expenses in a cost
grouping are more general in nature, theal-
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location must be made through the use of a
selected base which produces results that are
eqnitable to both the Federal Government
and the organization. The distribution must
be made in accordance with the bases de-.
soribed herein unless it can be demonstrated
that the use of a different base would result
in a more equitable allocation of the oosts,
or that a more readily available base would
not Increase the costs oharged to Federal
awards. The results of epectal cost studies
(suoh as an engineering utility study) must
not be used to determine and allooate the in-
direot coste to Federal awards.

(1) Depreoiation. DepreCiation expenses
must be allooated in the following manner:

(a) Depreciation on buildingll used exclu-
sively in the conduct of a single runctton,
and on capital improvements and equipment
used In such buildings. must be assigned to
tbat function.

(b) Depreciation on buildings used ror more
than one nmotton, and on oapital improve-
ments and equipment used in suon buildings,
must be allooated to the individual functions
performed in each building on the basis of
usable square feet of space, excluding com-
mon areas, such as hallways, stairwells, and
restrooms.

(0) Depreoiation on buildings, oapital im-
provements and equipment related space
(e.g., Individu,al rooms, and 'laboratories)
used jointly by more than one function (lUI
determined by the users of the space) must
be treated lUI follows. The cost of each joint-
ly used unit of spaoe must be anocated to
the benefitting funotions on the basis of:

(i) the employees and other users on a full-
time equivalent (FTE) basis or salaries and
wages of those indlvidual functions benefit-
ting from the use of that space; or

(11) organization-wide employee FTEs or
salaries and wages applicable to the benefit-
ting functions of the organization.

(d) Depreofatdon on certain capital im-
provements to land, such aa paved parking
areas, fences, sidewalks, and the like, not in-
eluded in the coat of buildings, must be allo-
oated to user categories on a FTE basis and
distributed to major funotions in proportion
to the salaries and wages of all employees
applioable to the funotions.

(2) Interest. Interest costs must be allo-
cated in the same manner 8S the deprecia- ,
tion on the bufldings, equipment and oapltal
equtpment to whioh the interest relates.

(8) Operation and maintenanoe expenses.
Operation and maintenanoe expenses must
be allocated in the same manner 8.8 the de-
preolation.

(4) General admtntstratdonand general ex-
penses. General administration and general
expenses must be allooated to benefitting
function's baaed on modified total costs
(MTO). The MTO Is the modified total direct
costs (MTDO), as described in Subpart A--
Aoronvme and Definitions of Part 200, plus
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plant. They include expenses normally in- 
curred for such items as: janitorial and util- 
ity services; repairs and ordinary or normal
alterations of buildings, furniture and equip- 
ment; care of grounds; maintenance and op- 

eration of buildings and other plant facili- 
ties; security; earthquake and disaster pre- 
paredness; environmental safety; hazardous
waste disposal; property, liability and other
insurance relating to property; space and
capital leasing; facility planning and man- 
agement; and central receiving. The oper- 
ation and maintenance expenses category

must also include its allocable share of
fringe benefit costs, depreciation, and inter- 
est Costs. 

4) General administration and general ex- 
penses. The expenses under this heading are
those that have been incurred for the overall
general executive and administrative offices

of the organization and other expenses of a
general nature which do not relate solely to
any major function of the organization. This
category must also include its allocable
share of fringe benefit Costs, operation and
maintenance expense, depreciation, and in- 
terest costs. Examples of this category in- 
clude central offices, suoh as the director' s
office, the office of finance, business serv- 
ices, budget and planning, personnel, safety
and risk management, general counsel, man- 
agement information systems, and library
costs. 

In developing this cost pool, special care
should be exercised to ensure that costs In- 
ourred for the same purpose in like cir- 
oumstanoes are treated consistently as ei- 
ther direct or indirect costs. For example, 
salaries of teohnical staff, project supplies, 
project publication, telephone toll charges, 
computer costs, travel costs, and specialized

services costs must be treated as direct costs
wherever identifiable to a particular pro- 
gram. The salaries and wages of administra- 
tive and pooled clerical staff should nor- 

mally be treated as indirect costs. Direct
charging of these costs may be appropriate
as described in § 200. 413 Direct Costs, Items
such as office supplies, postage, local tele- 
phone costs, periodicals and memberships

should normally be treated as indirect costs. 
c, Allocation bases. Actual conditions

must be taken into account In selecting the
base to be used in allocating the expenses in
each grouping to benefitting 1lmctions. The
essential consideration in selecting a method
or a base is that it is the one beat suited for
assigning the pool of costs to cost objectives
In accordance with benefits derived; a trace- 
able cause and effect relationship; or logic
and reason, where neither the cause nor the
effect of the relationship is determinable. 
When an allocation can be made by assign- 
ment of a cost grouping directly to the func- 
tion benefitted, the allocation must be made
in that manner. When the expenses in a cost
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 results that are
equitable to both the Federal Government
and the organization. The distribution must
be made in acoordanee with the bases do
scribed herein unless it can be demonstrated
that the use of a different base would result
In a more equitable allocation of the Costs, 
or that a more readily available base would
not increase the costs charged to Federal
awards. The results of special cost studies

such as an engineering utility study) must
not be used to determine and allocate the in- 
direct costs to Federal awards. 

1) Depreciation. Depreciation expenses
must be allocated in the following manner: 

a) Depreciation on buildings used exclu- 

sively in the conduct of a single function, 
and on capital improvements and equipment

used in such buildings, must be assigned to
that function. 

b) Depreolation on buildings used for more
than one function, and on capital improve- 
ments and equipment used in such buildings, 
must be allocated to the individual functions
performed in each building on the basis of
usable square feet of space, excluding com- 

mon areas, such as hallways, stairwells, and
restrooms. 

c) Depreciation on buildings, capital im- 
provements and equipment related space

e, g., individual rooms, and ' laboratories) 

used jointly by more than one function ( as
determined by the users of the space) must
be treated as follows. The cost of each joint- 
ly used unit of space must be allocated to
the benefitting functions on the basis of: 

f) the employees and other users on a full - 
time equivalent ( FTE) basis or salaries and
wages of those individual functions benefit- 
ting from the use of that space; or

h) organization -wide employee FTEs or
salaries and wages applicable to the benefit- 
ting functions of the organization. 

d) Depreciation on certain capital im- 
provements to land, such as paved parking
areas, fences, sidewalks, and the like, not in- 
oluded In the cost of buildings, must be allo- 
cated to user categories on a FTE basis and
distributed to major functions in proportion
to the salaries and wages of all employees

applicable to the functions. 
2) Interest. Interest costs must be allo- 

cated in the same manner as the deprecia- 
tion on the buildings, equipment and capital
equipment to which the interest relates. 

3) Operation and maintenance expenses. 
Operation and maintenance expenses must

be allocated in the same manner as the de- 
preeiation. 

4) General administration and general ex- 
penses. General administration and general
expenses must be allocated to benefitting
functions based on modified total costs
MTd). The MTCI is the modified total direct

costs ( MTDd), as described in Subpart A— 
Acronyms and Definitions of Part 200, plus
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the allocated indirect cost proportion, The
expenses tncluded in this oategory could be
grouped firat according to major funotions of
the organization to which they render serv-
ices or provide benefits. The aggregate ex-
penses of each group must then be allocated
to benefitting funcblons based on MTO.

d. Order of distribution.
(1) Indirect cost categortes consisting of

dsprectatton, interest, operation and matnte-
nanoe, and general administration and gen-
eral expenses must be allocated in that order
to the remaining indireot cost categories as
well as to the major functions of the organi-
zation, Other cost categories should be allo-
cated in the order determined to be most ap-
propriate by the organization. This order of
allooatlon does not apply if OroSBallocation
of costs is made as provided In sectdon B,3.d,2
of this Appendix.

(2)Normally, an indlreot ooat oategory will
be considered closed once it has been allo-
cated to other cost objecttves, and cOBtS
must not be subsequently allocated to it.
However, a cross allocation of costs between
two or more indirect costs categories oould
be used if such allocation will result in a
more equitable allocation of costs. If a crOSB
allooation is used, an appropriate modifica-
tion to thli composition of the indirect oost
categories Is required.

e, Applloation of indirect cost rate or
rates, Except where a special indlreot cost
rate(s) is required in acoordanoe with seotion
B,5 of this Appendix, the separate groupings
of Indirect costs allooated to each major
funotion must be aggregated and treated as a
common pool for that function. The oosts in
the common pool must then be distributed to
individual Federal awards included in that
function by use of a single indirect cost rate,

f. Distribution basis. Indireot costs must
be distributed to applicable Federal awards
and otaer benefitting activities within each
major function on the basts of MTDO (aee
definition in §200.68 Modified Total Direot
Oost (MTDO)of Part 200,

g. Individual Rate Components. An indi-
rect cost rate must be determined for each
separate indirect cost pool developed. The
rate in each case must be stated as the per-
oentage which the amount of the parbloular
indirect oost pool Is of the distribution base
identified with that pool. Eaoh Indirect oost
rate negotiation or determination agreement
must include development of the rate for
each indireot oost pool as well as the overall
indirect cost rate. TlIe Indirect oost pools
must be classified within two broad oat-
egorles: "Facilities" and "Administration,"
as described in section A.S of this Appendix,

4. Direct Allocation Method

a. Some nonprofit organizations treat all
costs as direct costs except general adminis-
tration and general expenses, These organi-
zations generally separate their costs Into

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

three baste categories: (i) General adminis-
tration and general expenses, (11) fund-
raising, and (Iii) other direct funotions (in-
eluding projeots performed under Federal
awards). Joint costa, suoh as depreciation,
rental costs, operation and maintenance of
facilities, telephone expenses, and the like
are prorated individually as direct oosts to
each category and to each Federal award or
other activity using a base most appropriate
to the partioular cost being prorated.

b. This method is acceptable, provided eaoh
JOint oost is prorated using a base whioh ao-
curately measures the benefits provided to
each Federal award or other activity. The
bases must be established in accordance with
reasonable criteria, and be supported by our-
rent data. This method is compatible with
the Standards of Accounting and Flnanolal
RepOl'tlng for Voluntary Health and Welfare
Organizations issued jointly by the National
Health Counoil, Ino., the National Assembly
of Voluntary Health and Social Welfare Or-
ganizations, and the United Way of America.

c. Under this method, indireot costs con-
sist exclusively of general admtntateatdon
and general expenses. In all other respects,
the organization's indireot cost rates must
be computed in the same manner as that de-
scribed in section B.2 Simplified allocation
method of this Appendix.

5. Spec/aIInd/rect co« Raiee

In some instances, a single Indtrect oost
rate for all activities of an organization or
for eaoh major funotion of the organization
may not be appropriate, since it would not
take into aooount those different factors
which may substantially affect the indirect
costs applicable to a partfoular segment of
work. For thie purpose, a partioular segment
of work ma.y be that performed under a sin-
gle Federal award or it may consist of work
under a group of Federal awards performed
In a oommon environment. These factors
may inolude the physloa.l location of the
work, the level of administrative support re-
quired, the nature of the facilities or other
resources employed, the sotentdno dtsotplinss
01' technical skills Involved, the organiza-
tional arrangements used, or any combtna-
tion thereof, When a parttoutar segment of
work is performed In an environment wllich
appeara to genera.te a signifioantly different
level of indlreot costs, provisions should be
made for a separate indireot cost pool appli-
cable to such work, TlIe separate indireot
oost pool should be developed during the
course of the regular allocation process, and
the separate indirect cost rate resulting
therefrom should be used, provided it Is de-
termined that (i) the rate differs slgnifi-
cantl:y from that which would have been ob-
tained under sections B.2, B.a, and B.4 of this
Appendix, and (11) the volume of work to
whioh the rate would apply is material.
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the allocated indirect cost proportion. The
expenses included in this category could be
grouped first according to major functions of
the organization to which they render serv- 
ices or provide benefits. The aggregate ex- 

penses of each group must then be allocated
to benefitting functions based on MTO. 

d, Order of distribution. 
1) Indirect cost categories consisting of

depreciation, interest, operation and mainte- 
nance, and general administration and gen- 

eral expenses must be allocated in that order

to the remaining indirect cost categories as
well as to the major functions of the organi- 
zation. Other cost categories should be allo- 
cated in the order determined to be most ap- 
propriate by the organization. This order of
allocation does not apply if cross allocation
of costs is made as provided in section 13. 34.2
of this Appendix_ 

2) Normally, an indirect cost category will
be considered closed once it has been allo- 
cated to other cost objectives, and costs

must not be subsequently allocated to it. 
However, a cross allocation of costs between
two or more indirect costs categories could
be used if such allocation will result in a
more equitable allocation of costs. if a cross
allocation is used, an appropriate modifica- 
tion to the composition of the indirect cost
categories is required. 

e. Application of indirect cost rate or
rates. Except where a special indirect cost
rate(s) is required in accordance with section
B. 5 of this Appendix, the separate groupings

of indirect costs allocated to each major
function 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 included in that

function by use of 'a single indirect cost rate, 
f. Distribution basis. Indirect costs must

be distributed to applicable Federal awards

and other benefitting activities within each
major function on the basis of MTDO ( see
definition in § 200. 68 Modified Total Direct

Cost (MTDC) of Part 200, 

g. Individual Rate Components. An indi- 
rect cost rate must be determined for each
separate indirect cost pool developed. The

rate in each case must be stated as the per - 
centage which the amount of the particular

indirect cost pool is of the distribution base
identified with that pool. Each Indirect cost
rate negotiation or determination agreement
must include development of the rate for
each indirect cost pool as well as the overall
indirect cost rate. The indirect cost pools
must be classified within two broad cat- 
egories; " Facilities" and " Administration," 
as described in section A.3 of this Appendix. 

4. Direct Allocation Method

a. Some nonprofit organizations treat all

costs as direct costs except general adminis- 
tration and general expenses. These organi- 

zations generally separate their costs Into

2 CFR Ch. II ( 1 ® 1° 15 Edition) 

three basic categories: ( f) General adminis- 
tration and general expenses, ( 11) fund- 

raising, and ( iii) other direct functions ( in- 
oluding projects performed under Federal
awards). Joint costs, such as depreciation, 
rental costs, operation and maintenance of

facilities, telephone expenses, and the like
are prorated individually as direct costs to
each category and to each Federal award or
other activity using a base most appropriate
to the particular cost being prorated. 

b. This method is acceptable, provided each
joint cost is prorated using a base which so- 
curately measures the benefits provided to
each Federal award or other activity. The
bases must be established in accordance with

reasonable criteria, and be supported by cur- 
rent data. This method is compatible with
the Standards of Accounting and Financial
Reporting for Voluntary Health and Welfare
Organizations issued jointly by the National
Health Council, Inc., the National Assembly
of Voluntary Health and Social Welfare Or- 
ganizations, and the United Way of America. 

e. Under this method, indirect costs con- 
sist exclusively of general administration
and general expenses. In all other respects, 
the organization' s indirect cost rates must

be computed in the same manner as that de- 
scribed in section B. 2 Simplified allocation
method of this Appendix. 

5. Special Indirect Cost Rates

In some instances, a single indirect cost

rate for all activities of an organization or
for each major function of the organization
may not be appropriate, since it would not
take into account those different factors
which may substantially affect the indirect
costs applicable to a particular segment of
work. For this purpose, a particular segment

of work may be that performed under a sin- 
gle Federal award or it may consist of work
under a group of Federal awards performed
in a common environment. These factors

may include the physical location of the
work, the level of administrative support re- 

quired, the nature of the facilities or other
resources employed, the scientific disciplines
or technical skills involved, the organiza- 

tional arrangements used, or any combina- 
tion thereof. When a particular segment of
work is performed in an environment which
appears to generate a significantly different
level of indirect costs, provisions should be
made for a separate indirect cost pool appli- 
cable to such work, The separate indirect
cost pool should be developed during the
course of the regular allocation process, and

the separate indirect cost rate resulting
therefrom should be used, provided it is de- 
termined that ( i) the rate differs signifi- 

cantly from that which would have been ob- 
tained under sections B. 2, B. 3, and B. 4 of this
Appendix, and ( it) the volume of work to
which the rate would apply is material. 
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C. NEGOTIATION AND ApPROVAL OF lNDIREO'l'
COST RATES

1. Definitions

As used in this section, the following terms
bave the meanings set forth in this sectnon:
a. Cognizant agency for Indirect cost.s means

the Federal agency responsible for negoti-
ating and approving Indirect COBtrates for a
nonprofit organtsatton on behalf of all Fed-
eral agenolea.
b. PredetermIned rate means an indirect cost

rate. applicable to a epeclfled current or fu-
ture period, uauafly the organization's fisoal
year. The rate is balled on an estimate of the
costs to be incurred during the period. A pre-
determined rate Is not subject to adjust-
ment.
c. Fixed rate means an indireot oost rate

which has the same characteristics as a pre-
determined rate, except that the difference
between the estimated costs and the actual
coats of the period covered by the rate is oar-
ried forward all an adjustment to the rate
computation of a aubsequent period.
d. Final rate means an indirect cost rate

appltoable to a specified Pallt period whioh ie
based on the actual costa of the period. A
final rate is not sublect to adjustment.
e. Provisional rate OT billing rate means a

temporary indireot cost rate applicable to a
specified period which is used ror funding, in-
terim reimbursement. and reporting indireot
costs on Federal awards pending the estab-
lishment of a final rate for the period.
f. Indireat cost proposal means the docu-

mentation prepared by an organization to
substantiate its elatm fOl'the reimbursement
or Indirect coste. This proposal provides the
basta for the review and negotiation leading
to the establishment of an organization's in-
direct cost rate.
g. Oost objective means a. funotlon, organiza-

tional subdivision. contract, Federal award,
or otber work unit for whioh oost data are
desired and for which provision is made to
accumulate and measure the cost of proo-
esses, projects, jobs and capitalized projects.

2. Negotiation and Approval of Rates

a. Unless dlffel'ent arrangements are
agreed to by the Federal agencies concerned,
the Federal agenoy with the largest dollar
value of Federal awards with an organization
will be destgnated ae the oognizant agenoy
for indirect costs for the negotiation and ap-
proval of the Indtreot cost rates and, where
necessary, other rates such as fringe benefit
and computer charge-out rates. Onoe an
agency is assigned cognizance for a par-
ticular nonprofit organization, the assign-
ment will not be changed unless there ill a
shift in the dollar volume of the Federal
,awards to the organization for at least three
years. All concerned Federal agenctes must
be given the opportunity to participate in

Pl. 200, App. IV

the negotiation Pl'00eS8but, after a ~te bas
been 'agreed upon, it w1ll be accepted by all
Federal agencies. When a Federal agenoy has
reason to beHeve that special operating rae-
tora affeoting its Federal awards neoessitate
special indirect cost rates in accordance
with section B.6 of this Appendix, it will.
prior to the time the rates are negotiated,
notify the oognizant agency for indirect
costs. (See also §200.414 Indireot (F&A) coste
of Part 200.) Where a non-Federal entity only
reoetves funds as a subrecrplent, see the re-
quirements of §200.331 Requirements for
pass-through entitles.
b. Except all otherwtse provided in §200.414

Indirect (F&A) costs paragraph (e) of this
Part, a nonprofit organization which has not
previously establillhed an indireot coat rate
with a Federal agency must submit its ini-
tial indireot oost proposal immediately after
the organization is advised that a Federal
award will be made and, in no event, later
than three months after the effective date of
the Federal award.
c. Unless approved by the cognizant asenov

for indireot costs in accordance with §200.414
Indirect (F&A) oosts paragraph (f) of this
Part, organizations that have prevtously es-
tablished Indirect cost rates must submit a
new indirect oost proposal to the cognizant
agency for indirect coste within six months
after the erose of eaoh fiscal year.
d. A predetermined rate may be negotiated

for use on Federal awards where there ill rea-
sonable assuranee, based on past expertence
and reliable projection of the organiza.tion's
costs, that the rate is not likely to exceed a
rate based on the organization's actual costs.
e. Fixed rates may be negotiated where

predetermined rates are not oonsidered ap-
propriate. A fixed rate, however, must not be
negotiated if (I) all or a substantial portion
of the organization's Federal awards are ex-
pected to expire before the oarry-forward ad-
jUlltment can be made; (11)the mix of Federal
and non-Federal work at tbe organization is
too erratto to permit an equitable carry-for-
ward adjustment; or (i11) the organization's
operations fluotuate significantly from yeal'
to year.
f. Provillional and final rates must be nego-

tiated where neither predetermined nor fixed
rates are appropriate, Predetermined 01'
fixed rates may replace provisional rates at
any time prior to the olose of the organtza-
tdon's fisoal year, If that event does not
occur, a final rate w1ll be establlsbed and up-
ward or downward adjustments will be made
baaed on the aotual allowable costs inourred
for the period involved.
g. The results of each negotiation must be

formal1zed in a written agreement between
the cognizant agency for indirect coats and
the nonprofit organization. The oognlzant
agency for indireot costa must make avail-
able copies of the agreement to all concerned
Federal agenoies.
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Q NEGOTIATION AND APPROVAL OF INDIRECT
COST RATES

1. Definitions

As used in this section, the following terms
have the meanings set forth in this section: 

a. Cognizant agency for indirect costs means
the Federal agency responsible for negoti- 
ating and approving indirect cost rates for a
nonprofit organization on behalf of all Fed- 
eral agencies, 

b. Predetermined rate means an indirect cost
rate, applicable to a Specified current or fu- 
ture period, usually the organization's fiscal
year. The rate Is based on an estimate of the
costs to be incurred during the period. A pre- 
determined rate is not subject to adjust- 
ment. 

o, Fixed rate means an indirect cost rate
which bas the same characteristics as a pre- 
determined rate, except that the difference
between the estimated costs and the actual
costs of the period covered by the rate is car- 
ried forward as an adjustment to the rate
computation of a subsequent period. 

d. Final rate means an indirect cost rate
applicable to a specified past period whioh is
based on the actual costs of the period. A
final rate is not subject to adjustment, 

e. Provisional rate or billing rate means a
temporary indirect cost rate applicable to a
specified period which is used for funding, In- 
terim reimbursement, and reporting indirect
costs on Federal awards pending the estab- 
lishment of a final rate for the period. 

f, Indirect cost proposal means the docu- 
mentation prepared by an organization to
substantiate its claim for the reimbursement

of indirect costs, This proposal provides the
basis for the review and negotiation leading
to the establishment of an organization' s in- 
direct cost rate. 

g. Cost objective means a function, organiza- 
tional subdivision, contract, Federal award, 
or other work unit for which cost data are
desired and for which provision is made to
accumulate and measure the cost of proc- 
esses, projects, jobs and capitalized projects. 

2. Negotiation and Approval of Rates

a. Unless different arrangements are

agreed to by the Federal agencies concerned, 
the Federal agency with the largest dollar
value of Federal awards with an organization

will be designated as the cognizant agency
for indirect costs for the negotiation and ap- 
proval of the Indirect cost rates and, where

necessary, other rates such as fringe benefit
and computer charge -out rates. Once an
agency is assigned cognizance for a par - 
tieular nonprofit organization, the assign- 
ment will not be changed unless there is a
shift in the dollar volume of the Federal
awards to the organization for at least three
years, All concerned Federal agencies must
be given the opportunity to participate in

XP1i ,, M 1

the negotiation process but, after a rate has
been agreed upon, it will be accepted by all
Federal agencies. When a Federal agency has
reason to believe that special operating fac- 
tors affecting its Federal awards necessitate
special indirect cost rates in accordance
with section B,6 of this Appendix, it will, 
prior to the time the rates are negotiated, 
notify the cognizant agency for indirect
costs. ( See also § 200. 414 Indirect (F &A) costs
of Part 200.) Where a non - Federal entity only
receives funds as a subrecipient, see the re- 
quirements of § 200, 331 Requirements for
pass - through entities. 

b, Except as othetwlse provided in §200. 414
Indirect ( F &A) costa paragraph ( e) of this
Part, a nonprofit organization which has not
previously established an indirect cost rate
with a Federal agency must submit its ini- 
tial indirect cost proposal immediately after
the organization is advised that a Federal
award will be made and, in no event, later
than three months after the effective date of
the Federal award. 

o. Unless approved by the cognizant agency
for indirect costs in accordance with §200. 414
Indirect ( F &A) costs paragraph ( f) of this
Part, organizations that have previously es- 
tablished indirect cost rates must submit a

new indirect cost proposal to the cognizant
agency for indirect costs within six months
after the close of each fiscal year. 

d, A predetermined rate may be negotiated
for use on Federal awards where there is rea- 
sonable assurance, based on past experience

and reliable projection of the organization' s
costs, that the rate is not likely to exceed a
rate based on the organization' s actual costs. 

e. Fixed rates may be negotiated where
predetermined rates are not considered ap- 

propriate. A fixed rate, however, must not be
negotiated if (1) all or a substantial portion
of the organization's Federal awards are ex- 
pected to expire before the carry- forward ad- 
justment can be made; ( 11) the mix of Federal
and non - federal work at the organization is
too erratic to permit an equitable carry -for- 
ward adjustment; or ( iii) the organization' s

operations fluctuate significantly from year
to year. 

f. Provisional and final rates must be nego- 
tiated where neither predetermined nor fixed
rates are appropriate. Predetermined or
fixed rates may replace provisional rates at
any time prior to the close of the organiza- 
tion' s fiscal year, If that event does not
occur, a final rate will be established and up- 
ward or downward adjustments will be made
based on the actual allowable costs incurred
for the period involved, 

g, The results of each negotiation must be
formalized in a written agreement between
the cognizant agency for indirect costs and
the nonprofit organization. The cognizant
agency for indirect costs must make avail- 
able copies of the agreement to all concerned
Federal agencies. 
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h. If ~ dispute arises in a negotiation of an
Indireot cost rate between the oogntzant
agenoy for Indirect costs and the nonprofit
organization. the dispute must be resolved in
accordance with the appeals procedures of
the cognizant agency for indireot costs.
i, To the extent that problems are encoun-

tered among the Federal agenoies in conneo-
tion with the negotiation and approval proo-
ess, OMB will lelid assfstance as required to
resolve aueh problems in a timely manner.

D. Certification of Indirect (F&A) Costa

(1) Required Certifioation. No proposal to
establish indirect (F&A) cost rates must be
acceptable unless such costs have been cer-
tified by the non-profit organization using
the Oertifioate of Indireot (F&A) Oosts set
forth in seotion j. of this appendix. The cer-
tificate must be signed on behalf of the orga-
nization by an individual at a level no lower
than vice president or chief financial offioer
for the organization.
(2) Each indireot cost rate proposal must

be accompanied by a certifioation in the fol-
lowing form:

Certifioate of Indireot (F&A) Costs

This is to certify that to the best of my
knowledge and belief:
(1) I have reviewed the Indtrect (F&A) oost

proposal submitted herewith;
(2) All coats inoiuded in this propoeal [iden-

tify date) to estll.bl1sh billing 01' filial indi-
rect (F&A) oosts rate for [identify period
covered by rate] are allowable in aocordanoe
with the requirements of the Federal awards
to whioh they apply and with SubplU't El--
Cost Prmoiples of Part 200.
(8) This proposal does Dot inolude any oosts

whioh are unallowable UDder Subpart El--
COBtPrmciples of Part 200 such as (without
limitation): publte relations coste, contribu-
tions and donations, entertainment costa,
fmes and penalties, lobbying oosts, and de-
fense oC fraud prooeedings; and
(4) All coats Included in this proposal are

properly allooable to Federal awards on the
basis of a benenclal or causal relationship
between the expenses incurred and the Fed-
eral awards to. whioh they are allocated in
accordance with applicable requirements.
I declare that the foregoing is true and 001'-

recto
Nonprofit Organization: _
Signature:
Name of Official:
Title:
Date of Execution:

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

ApPENDIX V TO PART 200-STATE/LOOAL
GOVERNMENTWIDECENTRAL SERVICE
COST ALLOOATION PLANS

A. GENERAL
1. Most governmental units provide certain

services, such as motor pools, computer oen-
ters, puronastng, aocounting, etc .• to oper-
ating agenoies on a centralized basis. Since
federally-supported awards are performed
within the individual operating agenotes,
there needs to be a process whereby these
central service costa can be identified and
assigned to benefitted activities on a reason-
able and oonsistent basis. The oentral servioe
cost anocanon plan provides that prooeas.
An costa and other data used to distrIbute
the costs inoluded in the plan should be sup-
ported by torma! aocountmg and other
records that will support the propriety of the
oosts assigned to Federal awards.
2. Guidelines and illustrations of centeal

aervioe cost allooation pla.ns are provided in
a broohure published by the Department of
Health and Human. Services entitled "A
Guide for State. Local ami Imiiali Tribal Gov-
ernments: cost PrInciples and Procedures for
Developing Cost Allocat/on Plans and Indirect
Cost Rates for Agreements with tile Federal
Governmmt." A copy of this brochure may be
obtained from the HHS Cost Allooation Serv-
ices or at their Web site at http3:11
rates.psc.gov.

,B. DEFINITIONS

1. Agency or operating agency means an or-
ganizational unit or sub-division within a
governmental unit that is responsible for the
performance or administration of Federal
awards or activities of the governmental
unit.

2. Allocated central services means centra.l
servlces that benefit opera.ting agenoles but
are not billed to the agenetes on a fee-for-
service or similar basis. These oosts are allo-
oa.ted to benefitted agencies on some reason-
able baaie.' Exa.mples of such services might
Include general acccuntmg, personnel ad-
ministration. purohasing, eto.

3. Billed central services means central serv-
Ices tlia.t are billed to benefitted agenoies or
programs on an individual fee-for-service or
stnular basis. Typioal examples of billed cen-
tral servioes Inolude computer services,
transportation services. Insuranoe, and
fringe benefits.

4. Cognizant agency for Indirect costs is de-
fined in §200.19Cognizant agenov for indireot
oosts of this Part. The determina.tion of cos-
nizant agency for indirect costs for statee
and Iooat governments ill descrIbed in seotion
F .1, Negotiation and Approval of Central
Servioe PIMS.

5. Major local government means local gov-
ernment tbat receives more than $100million
in direct Federal awards subject to this Part.
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h. If A dispute arises in a negotiation of an
indirect cost rate between the cognizant
agency for indirect costs and the nonprofit
organization, tlie dispute must be resolved in
accordance with the appeals procedures of

the cognizant agency for indirect costs. 
1. To the extent that problems are encoun- 

tered among the Federal agencies in connec- 
tion with the negotiation and approval proo- 

ass, OMB will lend assistance as required to

resolve such problems in a timely manner. 

D. Certification of Indirect (F &A) Costs

1) Required Certification. No proposal to
establish indirect ( F &A) cost rates must be

acceptable unless Such casts have been cer- 

tified by the non - profit organization using
the Certificate of Indirect ( F &A) Costs set

forth In section J. of this appendix. The cer- 
tificate must be signed on behalf of the orga- 

nization by an individual at a level no lower
than vice president or chief financial officer
for the organization. 

2) Each indirect cost rate proposal must

be accompanied by a certification in the fol- 

lowing form: 

Certificate of Indirect (F &A) Costs

This Is to certify that to the best of my
knowledge and belief: 

1) I have reviewed the indirect (F &A) cost
proposal submitted herewith; 

2) All costs included in this proposal [ iden- 

tify date] to establish billing or final indi- 
rect ( F &A) costs rate for [ identify period
covered by rate) are allowable in accordance
with the requirements of the Federal awards

to which they apply and with Subpart E— 
Cost Principles of Part 200. 

3) This proposal does not include any costs
which are unallowable under Subpart F— 
Cost Principles of Part 200 such as ( without

limitation): public relations costs, contribu- 

tions and donations, entertainment costs, 

fines and penalties, lobbying costs, and de- 
fense of fraud proceedings; and

4) All costs included in this proposal are
properly allocable to Federal awards on the
basis of a beneficial or causal relationship
between the expenses incurred and the Fed- 
eral awards to, which they are allocated in
accordance with applicable requirements. 

I declare that the foregoing is true and cor- 
rect, 

Nonprofit Organization; 

Signature: 

Naive of Official: 

Title: 

Date of Executions

2 CFR Ch. II ( 1 ® 1 - 15 Edition) 

APPENDIX V TO PART 200— STATP LOOAL
GOVERNIONNTWIDE CENTRAL SERVICE
COST ALLOCATION PLANS

A, GENERAL

1. Most governmental units provide certain
services, such as motor pools, computer cen- 

ters, purchasing, accounting, etc., to oper- 
ating agencies on a centralized basis. Since
federally - supported awards are performed
within the individual operating agencies, 
there needs to be a process whereby these
central service costs can be identified and
assigned to benefitted activities on a reason- 

able and consistent basis, The central service

cost allocation plan provides that process. 
All costs and other data used to distribute
the costs included in the plan should be sup- 
ported by formal accounting and other
records that will support the propriety of the
costs assigned to Federal awards. 

2. Guidelines and illustrations of central

Service cost allocation plans are provided in
a brochure published by the Department of
Health and Human Services entitled " A

Guide for State, Local and Indian Tribal Gov- 
ernments: Cost Principles and Procedures for
Developing Cost Allocation Plans and Indirect
Cost Rates for Agreements with the Federal

Government." A copy of this brochure may be
obtained from the HHS Cost Allocation Serv- 

ices or at their Web site at https;// 
rates.psc.gov. 

13. DEFINITIONS

1, Agency or operating agency means an or- 
ganizational unit or sub - division within a
governmental unit that is responsible for the

performance or administration of Federal

awards or activities of the governmental
unit, 

2. Allocated central services means centaal

services that benefit operating agencies but
are not billed to the agencies on a tee -for- 
service or similar basis. These costs are allo- 
cated to benefitted agencies on some reason- 

able basis. - Examples of such services might

include general accounting, personnel ad- 
ministration, purchasing, etc. 

S. Billed central services means central serv- 

ices that are billed to benefitted agencies or
programs on an Individual fee - for - service or
similar basis. Typical examples, of billed oen- 
tral services include computer services, 

transportation Services, insurance, and

fringe benefits. 

4. Cognizant agency for indirect costs is de- 
fined in ¢200. 19 Cognizant agency for indirect
costs of this Part. The determination of cog- 
nizant agency for indirect costs for states
and local governments is described in section
F_1, Negotiation and Approval of Central
Service Plane. 

5. Major local government means local gov- 
ernment that receives more than $100 million
In direct Federal awards subject to this Part. 
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OMB Guidance

O. SCOPE OF TIlE CENTJl.AL SERVIOE COST
ALLOCATION PLANS

The central servtoe cost allooation plan
will include all central service costs that
will be claimed (either as a billed 01' an allo-
cated cost) under Federal awards and will be
dooumented as described in sectaon El. ooets
of central aervloea omitted from the plan
will not be retmbursad.

D. SUBMISSION REQUIREMENTS

1. Elach state will submit a plan to the De-
partment of HaaIbh and Human Servioes for
each year in whioh it olaims central servtce
costs under Federal awards. The plan should
Include (a) a projeotion of the next year'a al-
located oentrat service cost (based either on
actual oosts for the most recently completed
year or the budget projeotion for the coming
year), and (b) a reconciliation of actual allo-
oated central service costs to the estimated
costs used for either the most recently com-
pleted year or the year tmmeatateiv pre-
cedtng the moat recently completed year.
2. Elach major looal government is also re-

quired to aubmit a plan to its cognizant
agency for tndtrect costs annually.
3. All other Ioeal governments olaiming

central service costs must develop a plan in
accordance with the requirements desoribed
in this Part and maintain the plan and re-
lated supporting dooumentation for audit.
These local governments are not required to
submit their plans for Federal approval un-
less they are speoifically requested to do 80
by the cognizant agenoy for indireot coats.
Where a looal government only receives
funds as a subreotplenb, the pass-through en:
tlty will be responsible for monitoring the
8ubreoipient's plan.
4. All central service cost allocation plans

will be prepared and, when required, sub-
mitted within six months prior to the begin-
nlng of each of the governmental unit's ns-
oal ye'ars in which it proposes to claim cen-
tral servioe costs. Extensions may be grant-
ed by the cognizant agency for indireot costs
on a caee-by-ease basis.

E. DOCUMENTATION REQUIREMENTS FOR
SUJlMI'I'l'ElD PLANS

The documentation requirements described
in this seotion may be modified, expanded, or
reduced by the cognizant agenoy for indirect
costs on a case-by-oa,se basis. For example,
the requirements may be reduced for those
oentral servtoes which have little 01' no Im-
paot on Federal awards. Oonversely, if a re-
view of a plan mntcatea that oertain addi-
tional information is needed, and will likely
be needed in future yeara, it may be rou-
tinely requested in future plan submiesfone.
Items marked with an asteriBk (*) should be
submitted only once; subsequent plans
should merely indicate anv oha,nges stnoethe
last plan.

Pi, 200, App, V

1. General

All proposed plans must be accompanied by
the following: a.n organization oharb suffi-
oiently detailed to show operations including
the oentral service activities of the statel
local government whether or not they are
shown as benefitting from central service
functdons; a oopy of the Comprehensive An-
nual Financial Report (or a copy of.the Exeo-
utive Budget if budgeted costs are being pro-
posed) to support the allowable coste of each
oentral service aotivity inoluded in the plan;
and. a certifioation (sea subsection 4.) that
the plan was prepared in accordance with
this Part, contains only allowable costs, and
was prepared in a manner that treated simi-
lar costs' oonsistently among the various
Federal awards and between Federal and
non-Federal awards/activities.

2. Allocated Oentral Services

For each allocation oentral aervice=, the
plan must also include the following; a brief
description of the service, an ident1f1cation
of the unit rendering the servtce and the op-
erating agencies receiving the service, the
items of expense inoluded in the coat of the
service, the method used to distribute the
cost of the service to benefitted agencles,
and a summary soneduie showing thB alloca-
tion of each service to the snectno benefittsd
agencies. If any self-insurance funds or
fringe benefits coste are treated as allooated
(rather than bllled) central services, docu-
mentation discussed in subsections 3.b. and
c. muet also be Included,

3. Billed Services

a. General. The information described in
this section must be provided for all billed
central services, including internal service
funds, Belf-!nsura,nce funds, and fringe ben-
efit funds.
b. Internal servtoe funds.
(1) For each internal servioe fund or sfml-

laractivity with an operating budget of $5
million or more, the plan must include; a
brief desoription of each service; a balance
sheet for each fund based on individual ac-
counts oontained in the governmental unit's
acoounting system; a revenue/expenses state-
ment, with revenues broken out by source,
e.s. regular billings, interest earned, etc.; a
listing of all non-operating tranafel'S (as de-
fined by Generally Accepted Aocounting
Principles (GAAP» into and out of the fund;
a description of the procedures (method-
ology) used to charge the ooste of eaoh serv-
Ice to users, including how billing rates are
determined; a sohedule of current rates; and,
a sehedula oomparing' total revenues (includ-
ing imputed revenues) generated by the serv-
ice to the allowable costs of the service, as
determined under this Part, with' an expla-
nation of how varianoes will be handled.
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C, SCOPE OF THE CENTRAL SERVICE COST
ALLOCATION PLANS

The central service cost allocation plan
will include all central service costs that
will be claimed ( either as a billed or an allo- 
cated cost) under Federal awards and will be
documented as described in section E, Costs
of central services omitted from the plan
will not be reimbursed, 

D. SUBMISSION REQUIREMENTS

1. Each state will submit a plan to the De- 
partment of Health and Human Services for
each year in which it claims central service
costs under Federal awards, The plan should
include ( a) a projection of the next year' s al- 
located central service cost (based either on
actual costs for the most recently completed

year or the budget projection for the coming
year), and ( b) a reconciliation of actual allo- 

cated central service costs to the estimated
costs used for either the most recently com- 
pleted year or the year immediately pre- 
ceding the most recently completed year. 

2. Each major local government is also re- 
quired to submit a plan to its Cognizant

agency for indirect costs annually. 
3. All other local governments Claiming

central service costs must develop a plan in
accordance with the requirements described
in this Part and maintain the plan and re- 
lated supporting documentation for audit. 
These local governments are not required to
submit their plans for Federal approval un- 

less they are specifically requested to do so
by the cognizant agency for indirect costs. 
Where a local government only receives

funds as a subreoipient, the pass- through en- 
tity will be responsible for monitoring the
subreoipfent' s plan. 

4. All central service cost allocation plans
will be prepared and, when required, sub- 
mitted within six months prior to the begin- 
ning of each of the governmental unit' s f1s- 
oal years in which it proposes to claim cen- 
tral service costs. Extensions may be grant- 
ed by the cognizant agency for indirect costs
on a case -by -case basis. 

E. DOCUMENTATION REQUIREMENTS FOR
SURMIVMD PLANS

The documentation requirements described
in this section may be modified, expanded, or
reduced by the cognizant agency for indirect
costs on a case -by -case basis. For example, 
the requirements may be reduced for those
central services which have little or no im- 
pact on Federal awards, Conversely, if a re- 
view of a plan indicates that certain addi- 
tional information is needed, and will likely
be needed in future years, it may be rou- 
tinely requested in future plan submiaafons. 
Items marked with an asterisk ( *) should be

submitted only once; subsequent plans
should merely indicate any changes since the
last plan. 

I. General

All proposed plans must be accompanied by
the following: an organization chart suffi- 
ciently detailed to show operations including
the central service activities of the state/ 
local government whether or not they are
shown as benefitting from central service
functions; a copy of the Comprehensive An- 
nual Financial Report (or a copy of.the Exec- 
utive Budget if budgeted costs are being pro- 
posed) to support the allowable Costa of each
central service activity included in the plan; 
and, a certification ( see subsection 4.) that
the plan was prepared in accordance with
this Part, contains only allowable costs, and
was prepared in a manner that treated simi- 
lar costs consistently among the various
Federal awards and between Federal and
non - Federal awards/activities. 

2. Allocated Central Services

For each allocation central service *, the
plan must also include the following: a brief
description of the service, an identification
of the unit rendering the service and the op- 
erating agencies receiving the Service, the
items of expense included in the cost of the
service, the method used to distribute the
cost of the service to benefitted agencies, 
and a summary schedule showing the alloca- 
tion of each service to the specific benefitted
agencies. If any self - insurance funds or
fringe benefits costs are treated as allocated
rather than billed) central services, doou- 

mentation discussed in subsections 3. b. and
c, must also be included. 

3. Billed Services

a, General. The information described in
this section must be provided for all billed
central services, including internal service
funds, self- insurance funds, and fringe ben- 
efit funds. 

b, Internal service funds, 
1) For each internal service fund or simi- 

lar activity with an operating budget of $5
million or more, the plan must include: a
brief description of each service; a balance
sheet for each fund based on individual ac- 
counts contained in the governmental unit' s
accounting system; a revenue expenses state- 
ment, with revenues broken out by source, 
e. g„ regular billings, interest earned, etc.; a
listing of all non - operating transfers ( as de- 
fined by Generally Accepted Accounting
Principles (GAAP)) into and out of the fund; 
a description of the procedures ( method- 

ology) used to charge the costs of each eerv- 
ice to users, including how billing rates are
determined; a schedule of current rates; and, 

a schedule comparing total revenues ( includ- 
ing imputed revenues) generated by the serv- 
ice to the allowable costs of the service, as
determined under this Part, with an expla- 

nation of bow variances will be handled. 
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(2) Revenues must consist of all revenues
generated by the service, including nnb1lled
and uncollected revenues. If some users were
not b1lled for the services (or were not billed
at the full rate for that class of users), a
schedule showing the fUll imputed revenues
associated with these users must be pro-
vided. Expenses must be broken out by ob-
jeot cost oategories (e.g'., salarfes, supplies,
eto.).

c. Self-insurance funds. For each selr-msur-
ance fund, the plan must include: the fund
balance sheet; a statement of revenue and
expenses tncludtng , a summary of b1llings
and claima paid by agency; a listing of Ml
non-operating transfers into and out of the
fund; the type(s) of risk(s) oovered by the
fund (e.g., automobile liability, workers'
compensation, eto.); an explanatton of how
the level of fund contributions are deter-
mined, inoluding a copy of the ourrent actu-
arial report (with the actuarial assumptions
used) if the contributions are determined on
an actuarial basis; and, a desoription of the
procedures used to charge or allocate fund
oontributions to benefitted activities. Re-
serve levels in excess of claims (1) submitted
and adjudicated but not paid, (2) submitted
but not adjudicated, and (3) inourred but not
submitted must jle identified and explained,'

d. Fringe benefits. For fringe benefit coste,
the plan must inolude: a llating of fringe ben-
efits provided to covered employees, and the
overall annual cost of eaoh type Of benefit;
current fringe benefit polioies; and proce-
dures used to oharge or allooate the costs of
the benefits to benefitted activities. In addi-
tion, for pension and post-retirement health
insurance plans, the following information
must be provided: the governmental unit's
funding polioies, e.g., legislative bills, tru5t
agreements, or state-mandate« oontribution
rules, if different from actuarially deter-
mined rates; the pension plan's oosts accrued
for the year; the amount funded, and date(s)
of funding; a oopy of the current aotuarial
report (including the actuarial assumptdona);
the plan tl'ustee's report; and, a schedule
from the aotivity showing the value of the
interest cost assootated with late funding.

4. Required Certifioation
Each central service cost allocation plan

will be aooompanied by a certifioation in the
following form:

OERTIFICATE OF OOST ALLOOATION
PLAN

This is to oertify that I have l'eviewed the
cost anooatton plan submitted herewith and
to the best of my knowledge and beUef:

(1)All costs inoluded in this proposal [iden-
tify date] to establ1eh cost allooations or bll-
11ngsfor [identitY period oovered by plan] are
allowable in accordance with the require-
ments of this Part and the Federal award(s)

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

to which they apply. Unallowable coste have
been adjusted for in allooating costs IUl indi-
cated in the oost allocation plan.

(2) All costs included in this proposal are
properly allocable to Federal awards on the
basts of a benenotat or causal relationship
between the expenses inourred and the Fed-
eral awards to which they are allocated in
accordance with applioable requirements.
Further, the same oosts that have been
treated as indireot oosts have not been
olaimed as dlreot costa. Similar types of
oosts have been accounted for.oonsistently.
I declare that the foregoing is true and 001'-

recto
Governmental Unit:
Sig-.aIo1:bure:
Name of Offiolli.!:
Title:
Date ofBxeoutdon:

F. NEGOTIATION AND ApPROVAL OF CENTRAL
SERVIOEPLANa

1. Federal Cognizant Agenev for Indirect Costs
Assignmentsfor Cost Negotiation

In general, unless different arrangements
are agreed to by the concerned Federal agen-
ctes, for central service cost allocation
plans, the cognizant agenov responsible ror
review and approval Is the Federal agenoy
with the largest dollar value of total Federal
awards with a governmental unit. For indi-
rect oost rates and departmental indireot
cost allooation plans, the oognizant agenoy
is the Federal agenoy with the largest dollar
value of direot Federal awards with a govern-
mental unit or comnonent, as appropriate.
Once designated as the cognizant agency for
indirect coste, the Federal agenoy must re-
main so for a pel'1od of five years. In addi-
tion, the followlng Federal agenoies continue
to be responsible for the indioated govern-
mental entitles:

Department of Health and Human Servtces-
Publio assistanoe and state-wide cost 11,110011.-
tion plans for all states (inoluding the Dis-
triot of Columbia and Puerto Rioo), state
and 10011,1 hospitals, libraries and 'health dis-
triots.

Department of the Interior-Indian tribal
governments, territorial governments, and
state and local park and recreational dis-
triots.

Department of Labor-State and Iooal labor
departments.

Department of Education-School dietricts
and state and local education agencies.

Department of Agriculture-state and local
agrtculture departments.

Department of Transportation-State and
local airport and port authorities and transit
distriots.

Department of Commeroe-State and 10011.1
economio development distriots.
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2) Revenues must consist of all revenues

generated by the service, including unbilled
and uncollected revenues. If some users were

not billed for the services ( or were not billed
at the full rate for that class of users), a
schedule showing the full imputed revenues
associated with these users must be pro- 
vided. Expenses must be broken out by ob- 

ject cost categories ( e, g., salaries, supplies, 
eto.). 

e. Self- insurance funds, For each self- insur- 
ance fund, the plan must include: the fund
balance Sheet; a statement of revenue and

expenses including, a summary of billings
and claims paid by agency: a listing of all
non - operating transfers into and out of the
fund; the type(s) of risk(s) covered by the
fund ( e. g., automobile liability, workers' 
oompensation, eto.); an explanation of how
the level of fund contributions are deter- 
mined, including a copy of the current actu- 
arial report (with the actuarial assumptions

used) if the contributions are determined on
an actuarial basis; and, a description of the
procedures used to charge or allocate fund
contributions to benefitted activities, Re- 
serve levels in excess of claims (1) submitted
and adjudicated but not paid, ( 2) submitted

but not adjudicated, and ( S) incurred but not
submitted must be identified and explained; 

d. Fringe benefits. For fringe benefit costs, 
the plan must include: a listing of fringe ben- 
efits provided to covered employees, and the
overall annual cost Of each type of benefit; 
current fringe benefit policies; and proce- 
dures used to charge or allocate the costs of

the benefits to benefitted activities. In addi- 
tion, for pension and post - retirement health
insurance plans, the following information
must be provided: the governmental unit' s

funding policies, e. g., legislative bills, trust
agreements, or state, - mandated contribution

rules, if different from actuarially deter- 
mined rates; the pension plan' s costs accrued

for the year; the amount funded, and date( a) 

of funding; a copy of the current actuarial
report (including the actuarial assumptions); 
the plan trustee' s report; and, a schedule

from the activity showing the value of the
interest cost associated with late funding. 

4. Required Certification

Each central service cost allocation plan
will be accompanied by a certification in the
following form: 

CERTIFICATE OF COST ALLOCATION

PLAN

This is to certify that I have reviewed the
cost allocation plan submitted herewith and
to the best of my knowledge and belief: 

1) All costs included in this proposal [ iden- 

tify date] to establish cost allocations or bil- 
lings for [identify period covered by plan] are
allowable in accordance with the require- 
ments of this Part and the Federal award( B) 

2 CFR Ch. II ( 1 - 1 - 16 Edition) 

to which they apply. Unallowable costs have
been adjusted for in allocating costs as indi- 
cated in the cost allocation plan, 

2) All costs included in this proposal are

properly allocable to Federal awards on the
basis of a beneficial or causal relationship
between the expenses incurred and the Fed- 
eral awards to which they are allocated in
accordance with . applicable requirements. 

Further, the same costs that have been
treated as indirect costs have not been
claimed as direct costs. Similar types of
costs have been accounted for consistently. 

I declare that the foregoing is true and cor- 
rect. 

Governmental Unit: 

Signature: 

Name of Official: 

Title: 

Date of Exeoution: 

F. NEGOTIATION AND APPROVAL OF CENTRAL
SERVICE PLANS

1. Federal Cognizant Agency for Indirect Costs
Assignments for Cost Negotiation

In general, unless different arrangements

are agreed to by the concerned Federal ag6n- 
cies,, for central service cost allocation
plane, the cognizant agency responsible for
review and approval is the Federal agency
with the largest dollar value of total Federal
awards with a governmental unit. For indi- 
rect cost rates and departmental indirect
cost allocation plans, the cognizant agency

is the Federal agency with the largest dollar
value of direct Federal awards with a govern- 

mental unit or component, as appropriate. 

Once designated as the cognizant agency for
indirect costs, the Federal agency must re- 
main so for a period of five years. In addi- 
tion, the following Federal agencies continue
to be responsible for the indicated govern- 
mental entities: 

Department of Health and Human Services — 
Public assistance and state -wide cost alloca- 

tion plans for all states ( including the Dis- 
triot of Columbia and Puerto Rico), state
and local hospitals, libraries and health dis- 
tricts. 

Department of the Interior— Indian tribal
governments, territorial governments, and

state and local park and recreational dis- 
tricts. 

Department of Labor —State and local labor
departments. 

Department of Education— School districts
and state and local education agencies, 

Department of Agriculture —State and local
agriculture departments. 

Department of Transportation —State and
local airport and port authorities and transit
districts. 

Department of Commerce —State and local
economic development districts. 
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Department 0/ Housing and Urban Develop-
ment-State and local housing and develop-
ment districts.

Environmental Proteotion Agency-State and
local water and sewer distriots.

2. Review

All proposed oentral servioe cost allocation
plans that are required to be submitted will
be reviewed, negotiated, and approved by tbe
oognfzant agency for indireot costs on a
timely baels. The oognizant agenoy forfndt-
reot costs will review the proposal within six
months of receipt of tbe proposal and either
negotiate/approve tbe proposal 01' advise tbe
governmental unit of tbe additional doou-
mentation needed to supportlevaluo,te tbe
proposed plan or tbe changes required to
make the proposal acceptable. once an
agreement witb the governmental unit has
been reaohed, tbe agreement will be accepted
and used by all Federal agencies, unless pro-
bibited or limited by statute. Where a Fed-
eral awarding agency has reason to believe
that special operating faotors affeoting its
Federal awaa'ds necessitate special consider-
ation, the funding agency w1l1,prior to tbe
time the plans are negotiated, notify the
cogntzant, agency for indirect coats.

S. Agreement

The results of each negotiation must be
formalized in a written agreement between
the cognizant agency for indirect coste and
the governmental unit. This agreement wlll
be subject to re-opening if the agreement is
subsequently found to violate a statute or
the information upon whioh the plan was ne-
gotiated is later found to be materially In-
complete or macourate. The resuite of the
negotiation muat be made available to all
Federal agencies for their use.

4. Adjustments

Negotiated cost allocation plans based on a
proposa.l later found to have inoluded costs
that: (a) are unallowable (I) as specified by
law or regulation, (11) as Identified In subpart
F, General Provisions for seleoted Items of
Cost of this Part, or (111) by the terms and
oonditions of Federal awards, or (b) are unal-
lowable because they are clearly not allo-
cable to Federal awards, must be adjusted, or
a refund must be made at tbe option of tbe
cognizant agency for indirect coats, includ-
ing earned or imputed interest trom the date
of transfer and debt interest, if applioable,
chargeable in accordanoe with applicable
Federal cognizant agenoy for' indirect oeste
regulations. Adjustments or cash refunds
may include, at the option of the cognizant
agency for indirect costs, earned or imputed
interest rrom the date of expenditure and de-
linquent debt Interest, if applicable, charge-
able in accordance with appl icable cognizant
agency claims collectdon regulations. These

pt. 200, App. V

adjustments or refunds are designed to cor-
reot the plans and do not constitute a re-
opening of the negotiation.

G. OTHER POLIOIES

1. Billed Central Service Activities

Each billed central servioe activity must
separately account for all revenues (inolud-
ing imputed revenues) generated by tbe serv-
ice, expenses Incurred to furnish the service,
and profitlloss.

2. Working Capital Reserves

internal servioe funds are dependent upon
a reasonable level of working cap1tal reserve
to operate from one billing cycle to the next.
Charges by all internal service activity to
provide for the establishment and mainte-
nance of a reasonable level of working cap-
ital reserve, in addition to the full recovery
of coats, are allowable. A WOl'k1ngcapital re-
serve as part of retained earnings of up to 60
calendar days cash expenses for normal oper-
ating purposes is considered reasonable. A
working capital reserve exceeding 60 cal-
endar daya may be approved by the cog-
nizant agenoy for indirect costs in excep-
tional oases.

S. Carry-Forward Adjustments of Allocated
Central Service Costs

Allooated central service costs are usually
negotiated and approved for a future fiscal
year on a "fixed with carry-forward" basis.
Under tbiB procedure, tbe fixed amounts for
tbe future year covered by agreement are
not subject to adjustment for that year.
However, when the actual costs of the year
involved become known, the differenoes be-
tween the fixed amounte previously approved
and the actual coste w1l1be carried forward
and used as an adjustment to the fixed
amounts established for a later year. This
"oarry-rorward" procedure applies to all cen-
tral servioes whose costs were fixed in the
approved plan. However, a oarrv-rorward ad-
justment is notpermtttad, for a centralserv-
ice activity that was not Included in the ap-
proved plan, or for unallowable costs that
must be reimbursed Immediately.

4. Adjustments 0/ Billed Central Services

Billing rates ussd to charge Federal awards
must be based on tbe estimated costs of pro-
viding tbe services, inoluding an estimate of
the allocable central service costa. A com-
parison of the revenue generated by eacb
billed service (Including total revenues
whether or not billed or conectem to the ac-
tual allowable costs of the service will be
made at least annually, and an adjustment
will be made for the difference between the
revenue and the allowable costs. These ad-
justments will be made through 0116 Of the
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Department of Housing and Urban Develop- 
ment—State and local housing and develop- 
ment districts. 

Environmental Protection Agency —State and
local water and sewer districts. 

2. Review

All proposed central service cost allocation

plane that are required to be submitted will
be reviewed, negotiated, and approved by the
cognizant agency for indirect costs on a
timely basis. The cognizant agency for' indi- 
reot costs will review the proposal within six
months of receipt of the proposal and either
negotiate/approve the proposal or advise the
governmental unit of the additional docu- 
mentation needed to support/evaluate the
proposed plan or the changes required to
make the proposal acceptable. Once an
agreement with the governmental unit has
been reached, the agreement will be accepted
and used by all Federal agencies, unless pro- 
hibited or limited by statute. Where a Fed- 
eral awarding agency has reason to believe
that special operating factors affecting its
Federal awards necessitate special consider- 

ation, the funding agency will, prior to the
time the plans are negotiated, notify the
cognizant agency for indirect costs. 

3. Agreement

The results of each negotiation must be
formalized in a written agreement between
the cognizant agency for indirect costs and
the governmental unit. This agreement will
be subject to re- opening if the agreement is
subsequently found to violate a statute or
the information upon which the plan was ne- 
gotiated is later found to be materially in- 
complete or inaccurate. The results of the
negotiation must be made available to all
Federal agencies for their use. 

4. Adjustments

Negotiated cost allocation plans based on a
proposal later found to have included costs

that; (a) are unallowable ( 1) as specified by
law or regulation, (ii) as identified in subpart
F, General Provisions for selected Items of
Cost of this Part, or ( iii) by the terms and
conditions of Federal awards, or (b) are unal- 

lowable because they are clearly not allo- 
cable to Federal awards, must be adjusted, or
a refund must be made at the option of the
cognizant agency for indirect costs, includ- 
ing earned or imputed interest from the date
of transfer and debt interest, if applicable, 
chargeable in accordance with applicable

Federal cognizant agency for indirect costs
regulations. Adjustments or cash refunds

may include, at the option of the cognizant
agency for indirect costs, earned or imputed
Interest from the date of expenditure and de- 
linquent debt interest, if applicable, charge- 
able in accordance with applicable cognizant

agency claims collection regulations. These

11  # 

adjustments or refunds are designed to cor- 
rect the plans and do not constitute a re- 
opening of the negotiation. 

G. OTHER POLI01ES

1. Billed Central Service Activities

Each billed central service activity must

separately account for all revenues ( inolud- 
ing imputed revenues) generated by the serv- 
ice, expenses incurred to furnish the service, 
and profit(loss. 

Z. Working Capital Reserves

Internal service funds are dependent upon
a reasonable level of working capital reserve
to operate from one billing cycle to the next. 
Charges by an internal service activity to
provide for the establishment and mafnte- 
nanee of a reasonable level of working cap- 

ital reserve, in addition to the full recovery
of costs, are allowable. A working capital re- 
serve as part of retained earnings of up to 60
calendar days cash expenses for normal oper- 
ating purposes is considered reasonable. A
working capital reserve exceeding 60 cal- 
endar days may be approved by the cog- 
nizant agency for indirect costs in excep- 
tional cases. 

3. Carry- Forward Adjustments of Allocated
Central Service Costs

Allocated central service costs are usually

negotiated and approved for a future fiscal
year on a " fixed with carry - forward" basis. 
Under this procedure, the fixed amounts for
the future year covered by agreement are
not subject to adjustment for that year. 
However, when the actual costs of the year
involved become known, the differences be- 
tween the fixed amounts previously approved
and the actual costs will be carried forward
and used as an adjustment to the fixed
amounts established for a later year. This

oarry- forward" procedure applies to all cen- 
tral services whose costs were fixed in the
approved plan. However, a oarry- forward ad- 
justment is not permitted, for a central serv- 
ice activity that was not included in the ap- 
proved plan, or for unallowable costs that
must be reimbursed immediately. 

4. Adjustments of Billed Central Services

Billing rates used to charge Federal awards
must be based on the estimated costs of pro- 
viding the services, including an estimate of
the allocable central service costs. A com- 
parieon of the revenue generated by each
billed service ( including total revenues
whether or not billed or collected) to the ac- 
tual allowable costs of the service will be
made at least annually, and an adjustment
will be made for the difference between the
revenue and the allowable costs. These ad- 
justments will be made through one of the
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pt. 200, App. VI
following adjustment methods: (a) a cash re-
fund including earned or imputed interest
from the date of transfer and debt interest, if
applicable. chargeable in aocordance with
appltoable Federal oognizant agency for indi-
rect costs regulations to the Federal Govern-
ment for the Federal share of the adjust-
ment. (b) oredits to the amounts charged to
the individual programs, (c) adjustments to
future billing rates, or (d) adjustments to al-
located central service costs. Adjustments to
allocated central services will not be per-
mitted where the total amount of the adjust-
ment for a partdoular service (Federal share
and non-Federal)' share exceeds $500,000. Ad-
Justment methods may Inolude, at the option
of the oozniaant agency, earned or imputed
interest from the date or expenditure and de-
linquent debt interest, if applicable, oharge-
able in accordance with appl10able cognizant
agenoy claims collection regulations.

6. ReOQrM Retention

All oentral servlce oost allooation plans
and related documentation used as a basis
for olaiming costs under Federal awards
must be retained for audit in accordance
with the records retention requirements oon-
tained In Subpart D-Post Federal Award
Requirements, of Part 200.

6. Appeals

If a dlJlpute arfaca in the negotiation of a
plan between the cognizant agency for indi-
rect oosts and the governmental unit, the
dispute must be resolved in acoordanoe With
the appeals prooedures of the cognizant.
agenoy for indirect oosts.

7. OMB Assistance

To the extent that problems are encoun-
tered among the Federal agencies 01' govern-
mental units in oonnection with the negotia-
tion and approval process, OMBwlll lend ll8-
ststanoe, as required, to resolve such prob-
lems in a timely manner.

ApPENDIX VI TO PART 20o-PUBLIO
ASSISTANOE COST ALLOOATIONPLANS

A. GENERAL

Federally-financed programs administered
by state public assistance agencies are fund-
ed predominately by the Department of
Health and Human Servioes (HHS). In sup-
port of its stewardship requirements, HHS
has publlshed requirements for the develop-
ment, documentation, submission, negotia-
tion, and approval of publio asststance coat
allooatlon plans in Subpart El of 45 OFR Part
95. All anmtntetrattve costs (direct and indi-
rect) are normally charged to Federal awards
by implementing the. public aaatstance oost
allocation plan. This Appendix extends these
requtrements to all Federal awarding agen-
cies whose programs are administered by a

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

state publlo assistance agency. Major feder-
a,lly-fina,noed programs typioally adminis-
tered by state public assistance agencies In-
elude: Temporary Ald to Needy Families
(TANF), Medioaid, Food Stamps, Ohlld Sup-
port Enforoement, Adoption Assistanoe and
Foster Oare, and Social Services Block
Grant.

B. DEFINITIONS
1. state publio assistance agency means a

state agenoy administering or supervising
the administration of one or more public as-
sisbance programs operated by the state as
identified in Subpart El of 45 OFR Part 95.
'For the purpose of this Appendix, these pro-
grams inolude all programs administered by
the state publio 8.8SistMlceagenoy.

2. state public asmta7loe agency costs means
all costs Incurred by, or allocable to, the
state public assistanoe agency, exoept ex-
penditures ror finanCial assistance, medioal
contractor payments, food stamps, and pay-
ments for services and goods provided dt-
reotly to program recipients.

C. POLIOY

State publtc assistance agencies will de-
velop, dooument and implement, and the
Federal Government will review, negotiate,
and approve, public assistance cost alloca-
tion plans in accordanoe with Subpart El of 45
CFR Part 95. Tho plan w1ll Include all pro-
grams administered by the state publio as-
sistance agenoy. Where a letter of approval
or disapproval is transmitted to a, state pub-
lic asaisbance agenoy in accordance with
Subpart E, the letter w1ll·apply to all Fed-
eral agencies and programs. The remaining
sectdons of thiB Appendix (except for the re-
quirement for oertification) summarize the
provisions of Subpart El of 4~ OFR Pa,rt 95.

D. SUBMISSION, DOOUMENTATION, AND AP-
PROVAL OF PUBLIO ASSISTANOE OOST ALLO-
OATION PLANS

1. State publio asslstanoe agenoies are re-
quired to promptly· submit amendments to
the cost allooation plan to HHS for review
and approval.
2. Under the coordination process outlined

in seotion E, Review of Implementation of
Approved Plans, affeoted Federal agenoies
w111review all new plans and plan amend-
ments and provide comments, as appro-
priate, to HHS. The effeotive date of the plan
or plan amendment will be the first day of
the calendar quarter following the event
that required the amendment, unless an-
other date is speoifloally approved by HHS.
HHS, all the oognizant agency for Indirect
costa acting on behalf of all arreoten Federal
agencies, will, as neceesarv, conduct negotia-
tions with the state publio assistance agenoy
and will inform the state agenoy of the ac-
tion taken on the plan or plan amendment.
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following adjustment methods: ( a) a cash re- 
fund including earned or imputed interest
from the date of transfer and debt interest, if
applicable, chargeable in accordance with

applicable Federal cognizant agency for indi- 
rect costs regulations to the Federal Govern- 
ment for the Federal share of the adjust- 
ment, (b) credits to the amounts charged to
the individual programs, ( c) adjustments to
future billing rates, or ( d) adjustments to al- 
located central service costs. Adjustments to
allocated central services will not be per- 
mitted where the total amount of the adjust- 
ment for a particular service ( Federal share
and non- Federal)' ohase exceeds 3600, 000, Ad- 
justment methods may include, at the option
of the cognizant agency, earned or imputed
interest from the date Of expenditure and de- 
linquent debt interest, if applicable, charge- 

able in accordance with applicable cognizant

agency olafms collection regulations. 

6. Recor& Retention

All central service coat allocation plans

and related documentation used as a basis
for claiming costs under Federal awards
must be retained for audit in accordance
with the records retention requirements Con- 
tained in Subpart D —Post Federal Award
Requirements, of Part 200. 

6. Appeals

If a dispute arises in the negotiation of a
plan between the cognizant agency for indi- 
reot costs and the governmental unit, the
dispute must be resolved in accordance with
the appeals procedures of the cognizant

agency for indirect costs. 

7. OMB Assistance

To the extent that problems are encoun- 

tered among the Federal agencies or govern- 
mental units in connection with the negotia- 
tion and approval process, OMB will lend as- 
sistance, as required, to resolve such prob- 

lems in a timely manner. 

APPENDIX VI TO PART 200 — PUBLIC

ASSISTANOE COST ALLOCATION PLANS

A. GENERAL

Federally- financed programs administered
by state public assistance agencies are fund- 
ed predominately by the Department of
Health and Human Services ( FIHS). In sup- 
port of its stewardship requirements, HHS
has published requirements for the develop- 
ment, documentation, submission, negotia- 
tion, and approval of public assistance cost

allocation plans in Subpart E of 46 CFR Part
96. All administrative costs ( direct and indi- 
rect) are normally charged to Pederal awards
by implementing the public assistance cost
allocation plan. This Appendix extends these

requirements to all Federal awarding agen- 
cies whose programs are administered by a

2 CFR Ch. If ( 1 - 1 - 16 EditIon) 

state public assistance agency. Major feder- 
ally- financed programs typically adminis- 
tered by state public assistance agencies in- 
clude; Temporary Aid to Needy Families
TANF), Medicaid, Food Stamps, Child Sup- 

port Enforcement, Adoption Assistance and
Foster Care, and Social Services Block
Grant, 

B. DEFINITlovs

1. State public assistance agency means a
state agency administering or supervising
the administration of one or more public as- 

sistance programs operated by the state as
identified in Subpart E of 46 OFR Part 96. 
For the purpose of this Appendix, these pro- 
grams include all programs administered by
the state public asaistance agency. 

2. State public assistance agency costs means
all costs incurred by, or allocable to, the
state public assistance agency, except ex- 
penditures for financial assistance, medical

contractor payments, food stamps, and pay- 
ments for services and goods provided di- 

rectly to program recipients. 

C, POLICY

State public assistance agencies will de- 

velop, document and implement, and the
Federal Government will review, negotiate, 

and approve, public assistance cost alloca- 

tion plans in accordance with Subpart E of 46
CFR Part 96. The plan will include all pro- 
grams administered by the state public as- 
sistance agency. Where a letter of approval
or disapproval is transmitted to a state pub- 
lic assistance agency in aeeordanoe with
Subpart E, the letter will apply to all Fed- 
eral agencies and programs. The remaining
sections of this Appendix ( except for the re- 
quirement for certification) summarize the
provisions of Subpart E of 46 CFR Part 96. 

D. SuswssION, DOCUMENTATION, AND AP- 
PROVAL OF PUBLIC ASSISTANCE COST ALLO- 
CATION PLANS

1. State public assistance agencies are re- 

quired to promptly submit amendments to
the cost allooation plan to HHS 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 comments, as appro- 

priate, to HHS. The effective date of the plan
or plan amendment will be the first day of
the calendar quarter following the event
that required the amendment, unless an- 

other date is specifically approved by HHS. 
HHS, as the cognizant agency for indirect
coats acting on behalf of all affected Federal
agencies, will, as necessary, conduct negotia- 

tions with the state public assistance agency

and will inform the state agency of the ac- 
tion taken on the plan or plan amendment. 
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E. REVIEW OF IMPLEMENTATION OF APPROVED
PLANS

1. Since public asststance cost allocation
plans are of a narrative nature, the review
during the plan approval process consists of
evaluating the approprrateneas of the pro-
posed groupings of costs (cost centers) and
the related altocatron bases. As such, the
Federal Government needs some assurance
that the cost allooation plan hae been imple-
mented as approved. This Is accomplfshed by
reviews by the Federal awarding agenoies,
single audits, or audits oonduoted by the the
oognizant agenoy for indireot costs.
2. Where inappropriate oharges affecting

more than one Federal awarding agency are
Identified, the cognizant HHS oost negotia-
tion offioe will be advised and will take the
lead in resolving the Issuejs) as provided for
in Subpart E of 46 CFR Part 95.
3. If a dispute arises in t):le negotiation of

a plan or from a disallowance involving two
or more Federal awarding agonotes, the dia-
pute must be resolved in accordance with the
appeals procedures set out in 45 OFR Part 16.
Disputes involving only one Federal award-
Ing agenoy will be resolved in aooordance
with the Federal awarding agenoy's appeal
process.
4. To tbe extent tbat problems are encoun-

tered among the Federal awarding agencies
or governmental units in conneotion with
the negotiation and approval process, tbe Of-
fioe of Management and Budget will lend as-
slstanoe, as required, to resolve such prob-
lems in a timely manner.

F. UNALLOWABLE OOSTS

Olaims developed under approved oost allo-
cation plans will be based on allowable costs
as identified in this Part. Where unallowable
costs have been claimed and reimbursed,
tbey will be refunded to tbe program that re-
imbursed tbe unallowable cost using one of
tbe following methods: (a) a cash refund, (b)
offset to a subsequent claim, or (0) oredits to
tbe amounts charged to individual Federal
awards. Oash refunds, offsets, and oredits
may inolude at tbe option of the oognizant
agency for Indirect cost, earned or imputed
interest from the date of expenditure and de-
l1nquent debt interest, if applioable, charge-
able in accordance with applicable oosnieant
agency for Indlreot oost claims oollection
regulations.

APPENDIX VII '1'0 PART 200-STATES AND
LOOAL GoVERNMENT AND INDIAN
TRIBE INDIREOTCOSTPRoPOSALS

A. GENERAL

1. Indirect costs are those that have been
incurred for common or joint purposes.
These costs benefit more than one cost ob-
jeotive and cannot be readily identified witb
a partioular final coat objeoblve without er-
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fort disproportionate to the results achieved.
After dlreot costs have been determined and
assigned directly to Federal awards and
other aotivities as appropriate, indireot oosts
are those remaining to be allocated to bene-
fitted cost objeotdves. A cost may not be al-
loca ted to a Federal award as an indtreot
cost if any other cost inourred for the same
purpose, in like olroumstanoes, has been as-
signed to a Federal award as a dlreot oost.
2. Indirect costs include (a) tbe Indireot

oosts originating in each department or
agenoy of the governmental unit oarrylng
out Federal awards and (b) tbe oosts of cen-
tral governmental services distributed
through tbe central service cost allocation
plan (as described in Appendix V to Part
20~Stater.Local Government and Indian
Tribe-Wide Oentral Service Cost Allooation
Plans) and not otherwise treated as direct
costs. .
3. Indirect costs are normally charged to

Federal awards by the use of an indirect cost
rate. A separate indirect cost rate(s) Is usu-
ally neoessary ror saoh department or agen-
oy or the governmental unit claiming Indi-
reot oosts under Federal awards. Guidelines
and llluatrations of Indirect cost proposals
are provided in a brochure published by the
Department of Health and Human Ssrvices
entitled "A Guide for Slates and Local Govern-
ment Agencies: Cost Principles and Procedures
for Establishing Cost Allocation Plans and Indi-
reoi Cost Rates for Grants and Contracts with
the Federal Government." A copy of this bro-
ehure may be obtained from the HHS Cost
Allooation Services or at their Web site at
https:/lrates.psc.gov.
4. Because of the diverse characteristics

and aocountdng praottces of governmental
units, the types of costs whioh may be classi-
fied as indirect costs cannot be spaotfted in
all situations. However, typloal exn.mples of
Indirect costs may include certatn statel
Iocal-wlde central service costs, general ad-
ministration of the non-Federal entity ac-
counting and personnel servloes performed
within the non-Federal entity, depreoiation
on buildings and equipment, the costs of op-
erating and maintaining fao111ties.
6. This Appendix does not apply to state

public aestetance agencies. These agencies
should refer instead to Appendix VI to Part
2OG-Publ1c Assistanoe OOBt Allooation
Plans.

B. DEFlNlTlONS

1. Base means tbe accumulated direot costs
(normally either total. direot salaries and
wages or total direot oosts exclusive or any
extraordinary or distorting expenditures)
used to distribute indireot costa to indi-
vidual Federal awards. The direot oost base
seleoted should result in each Federal award
bearing a fair share of the indirect costs in
reasonable relation to tbe benefits received
from the oosts.
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E. REVIEW OF IMPLEMENTATION or APPROVED
PLANS

1. Since public assistance cost allocation
plans are of a narrative nature, the review
during the plan approval process consists of
evaluating the appropriateness of the pro- 
posed groupings of costs ( cost centers) and

the related allocation bases. As such, the
Federal Government needs some assurance

that the cost allocation plan has been imple- 
mented as approved. This is accomplished by
reviews by the Federal awarding agencies, 
single audits, or audits conducted by the the
cognizant agency for indirect costs. 

2. Where inappropriate oharges affecting

more than one Federal awarding agency are
identified, the cognizant HHS cost negotia- 
tion office will be advised and will take the
lead in resolving the issue( s) as provided for
In Subpart E of 45 CFR Part 95. 

3. If a dispute arises in the negotiation of
a plan or from a disallowance involving two
or more Federal awarding agencies, the dfa- 
pute must be resolved in accordance with the
appeals procedures set out in 45 CFR Part 16. 
Disputes involving only one Federal award- 
ing 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 agencies
or governmental units in connection with
the negotiation and approval process, the Of- 
fice of Management and Budget will lend as- 
sistance, as required, to resolve such prob- 

lems in a timely manner. 

F. UNALLOWABLE COSTS

Claims developed under approved cost allo- 

cation plans will be based on allowable costs
as identified in this Part. Where unallowable

costs have been claimed and reimbursed, 

they will be refunded to the program that re- 
imbursed the unallowable cost using one of

the following methods: ( a) a cash refund, ( b) 
offset to a subsequent claim, or (o) credits to
the amounts charged to individual Federal
awards. Cash refunds, offsets, and credits

may include at the option of the cognizant
agency for indirect cost, earned or imputed
interest from the date of expenditure and de- 
linquent debt interest, if applicable, charge- 

able in accordance with applicable cognizant

agency for indirect cost claims collection
regulations, 

APPENDIX VII TO PART 20" TATES AND

LOCAL GOVERNMENT AND INDIAN
TRIBE INDIRECT COST PROPOSALS

A. GENERAL

1. Indirect costs are those that have been
Incurred for common or joint purposes. 

These costs benefit more than one cost ob- 

jective and cannot be readily identified with
a particular final cost objective without ef- 

Pt. 200, App. VII

fort disproportionate to the results achieved. 
After direct costs have been determined and
assigned directly to Federal awards and
other activities as appropriate, indirect costs

are those remaining to be allocated to bene- 
fitted cost objectives. A cost may not be al- 
located to a Federal award as an indirect
cost if any other cost incurred for the same
purpose, in like circumstances, has been as- 
signed to a Federal award as a direct cost. 

2, Indirect costs include ( a) the indirect
costs originating in each department or
agency of the governmental unit carrying
out Federal awards and ( b) the costs of cen- 
tral governmental services distributed
through the central service cost allocation

plan ( as described in Appendix V to Part
20" tatefLocal Government and indian
Tribe -Wide Central Service Cost Allocation
Plans) and not otherwise treated as direct
costs. 

3, indirect costs are normally charged to
Federal awards by the use of an indirect cost
rate. A separate indirect cost rate(s) is usu- 
ally necessary for each department or agen- 
cy of the governmental unit claiming indi- 
rect costs under Federal awards. Guidelines
and illustrations of indirect cost proposals
are provided in a brochure published by the
Department of Health and Human Services
entitled " A Guide for States and Local Govern- 
ment Agencies: Cost Principles and Procedures
for Establishing Cost Allocation Plans and Indi- 
reot Cost Rates for Grants and Contracts with

the Federal Government." A copy of this bro- 
chure may be obtained from the HHS Cost
Allocation Services or at their Web site at
https:// rates.pse.gov. 

4. Because of the diverse characteristics
and accounting practices of governmental

units, the types of costs which may be classi- 
iled as indirect costs cannot be specified in
all situations. However, typical examples of
indirect costs may include certain state/ 
looal -wide central service costs, general ad- 
ministration of the non - Federal entity ac- 

counting and personnel services performed
within the non - Federal entity, depreciation
on buildings and equipment, the costs of op- 
erating and maintaining facilities. 

6. This Appendix does not apply to state
public assistance agencies. These agencies

should refer instead to Appendix VI to Part
200 — Public Assistance Cost Allocation
Plans. 

B. DEFINITIONS

1. Base means the accumulated direct costs

normally either total. direct salaries and
wages or total direct costs exclusive of any

extraordinary or distorting expenditures) 
used to distribute indirect costs to indi- 
vidual Federal awards, The direct cost base
selected should result in each Federal award

bearing a fair share of the indirect costs in
reasonable relation to the benefits received

from the costs. 
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2. Base period for the allocatdon of indlreot
costs is the period In which such costs are in-
curred and accumulated for allocation to ac-
tivities performed in that period. The base
period normally should coincide with the
governmental unit's fisoal year, but in any
event, must be so seleoted as to avoid inequi-
ties in the allooation of oosts.

8. Ooimtzan: agency for Indireot costs means
the Federal agenov responsible for reviewing
and approving the governmental unit's indl-
reot cost rate(a) on the behalf of the Federal
GoveL'llll1ent.The cognizant agency for indi-
rect costs assignment is described in Appen-
dix V, section F, Negotiation and Approval
of Oentral Servioe Plans.

4. Final rate means an indirect cost rate ap-
plicable to a speoified past period whioh is
based on the aotual allowable costs of the pe-
riod. A final audited rate is not subject to
adjustment.

6. Fixed rate means an indirect cost rate
whioh has the same oharacterdstdcs as a pre-
determined rate, except that the difference
bstween the estimated oosts and the aotuat,
allowable costs of the period covered by the
rate is carried forward as an adjustment to
the rate computation of a subsenuent period.

6, Inairect cost pool is the accumulated
costs that jointly benefit two or more pro-
grams or other coat objeotives.

7. Indirect cost rate is a device for deter-
mining in a reasonable manner the propor-
tion of indil'ect costs each program should
bear. It is the ratio (expressed as a percent-
age) of the indirect costs to a direct cost
base.

8. Indirect cost rate proposal means the doc-
umentation prepared by a governmental unit
or subdivision thereof to substantiate its re-
quest for the establishment of an indirect
cost rate,

9. Predetermined rate means an indirect cost
rate, applicable to a specified ourrent or fu-
ture period, usually the governmental unit's
fisoll.lyear. This rate is based on an estimate
of the costs to be incurred during the period.
Exoept under vel"Yunusual otrcumstanoea, a
predetermined rate is not subfeof to adjust-
ment. (Because of legal oonstraints, pre-
determined rates are not permitted for Fed-
eral contraots; they may, however, be used
for grants 01' oooperative agreemenbs.) Pre-
determined rates may not be used by govern-
mental units that have not submitted and
negotiated the rate with the cognizant agen-
cy for indirect coste. In view of the potential
advantages offered by this procedure, nego-
tiation of predetermined rates for indireot
costs for a period of two to four years should
be the norm in those situations where the
cost experienoe and other partdnenb facts
available are deemed suffioient to enable the
parties involved to reach an informed [udg»
men t as to the probable level of indirect
costs during the ensuing aocounting periods.

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

10. Provisional rate means a temporary Indi-
reot cost rate applicable to a specified period
which ts used for funding, interim reimburse-
ment, and reporting indireot costs on Fed-
eral awards pending the establishment of a
"final" rate for that period.

O. ALLOOATION OF lNDntECT COSTS AND
DETERMJNATION OF lNDntEOT OOST RATES

1. General

a. Where a governmental unit's depart-
ment or agenoy has only one major nmotton,
or where Il.llits major funotions benefit from
the indireot costa to approximately the same
degree, the anooation of Indirect costs and
the oomputatdon of an indirect cost rate may
be aooompllshed through stmpltffed alloca-
tion procedures as described in subseotion 2.

b. Where a governmental unit's depart-
ment or agency has several major funotions
which benefit from ita indlreot oosts in vary-
ing degrees, the allocation of indirect costs
may require the aooumulatdon of such coats
into separate cost groupings which then are
allooated individually to benefitted funo-
tions by means ora base which best meas-
ures the relative degree of benefit. The indi-
rect costs allocated to each funotion are
then distributed to individual Federal
awards and other aotivities inoluded in that
funotion by means of an indlreot cost rate(s).

c. Speoifio methods Cor allocating indirect
costs and oomputing indlreot cost rates
along with the conditions under whloh eaoh
method should be used are described in sub-
sections 2, 3 and 4.

2. Simplified Method

a. Where a non-Federal entity's major
functions benefit from its indirect costs to
approximately the same degree, the alloca-
tion of indirect costs may be accomplished
by (1) classifying the non-Federal entity's
total costs for the base period as either di-
reot or indireot, and (2) dividing the total al-
lowable indirect coats (net of applicable
oredlts) by an equitable distribution base.
The result of this process is an Indirect cost
rate which is used to distribute indirect
costs to individual Federal awards. The rate
should be expressed as the percentage whioh
the total amount of allowable Indlreot costs
beats to the base selected. This method
should also be used where a governmental
unit's department or agency hae only one
major funotion enoompasamg a number of in-
dividual projects or activities, and may be
ueed where the level of Federal awards to
that departmen t or agency is relatively
sman,

b. Both the direct costs and the indirect
costs must exclude capital expenditures and
unallowable costs. Howevel" unallowable
costs must be included in the direot costs if
they represent aotivities to which indirect
costs are properly allooable.
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2, Base period for the allocation of indirect
costs is the period in which such coats are in- 
curred and accumulated for allocation to ac- 

tivities performed in that period. The base
period normally should coincide with the
governmental unit' s fiscal year, but in any
event, must be so selected as to avoid inequi- 
ties in the allocation of costs. 

8. Cognizant agency for indirect costs means
the Federal agency responsible for reviewing
and approving the governmental unit' s indi- 
rect coat rate(e) on the behalf of the Federal
Government, The cognizant agency for indi- 
rect coats assignment is described in Appen- 
dix V, section F, Negotiation and Approval
of Oentrai Service Plans. 

4. Final rate means an indirect cost rate ap- 
plicable to a specified past period which is
based on the actual allowable costs of the pe- 

riod. A final audited rate is not subject to
adjustment. 

6. Fixed rate means an indirect coat rate
which has the same characteristics as a pre- 
determined rate, except that the difference

between the estimated costs and the actual, 
allowable costs of the period covered by the
rate is carried forward as an adjustment to
the rate computation of a subsequent period, 

6, Indirect cost pool is the accumulated
costs that jointly benefit two or more pro- 
grams or other cost objectives. 

7, Indirect cost rate is a device for deter- 
mining in a reasonable manner the propor- 
tion of indirect costs each program should
bear. It is the ratio ( expressed as a percent- 

age) of the indirect costs to a direct cost
base. 

B. Indirect cost rate proposal means the doc- 
umentation prepared by a governmental unit
or subdivision thereof to substantiate its re- 
quest for the establishment of an indirect
cost rate, 

S, Predetermined rate means an indirect cost
rate, applicable to a specified current or fu- 
ture period, usually the governmental unit' s
fiscal year. This rate is based on an estimate
of the costs to be incurred during the period. 
Except under very unusual circumstances, a
predetermined rate is not subject to adjust- 
ment. ( Because of legal constraints, pre- 

determined rates are not permitted for Fed- 

eral contracts; they may, however, be used
for grants or cooperative agreements.) Pre- 
determined rates may not be used by govern- 
mental units that have not submitted and
negotiated the rate with the cognizant agen- 

cy for indirect costs. In view of the potential
advantages offered by this procedure, nego- 
tiation of predetermined rates for indirect

costs for a period of two to four years should
be the norm in those situations where the
cost experience and other pertinent facts
available are deemed sufficient to enable the
parties involved to reaoh an informed judg- 
ment as to the probable level of indirect
costa during the ensuing accounting periods. 

2 CFR Ch. 11 ( 1 - 1 - 15 Edition) 

10, Provisional rate means a temporary indi- 
rect cost rate applicable to a specified period

which is used for funding, interim reimburse- 
ment, and reporting indirect costs on Fed- 
eral awards pending the establishment of a
final" rate for that period, 

C. ALLOCATION OF INDIRECT COST-3 AND
DETERMINATION OF INDIRECT 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 benefit from
the indirect costs to approximately the same
degree, the allocation of indirect costs and
the computation of an indirect cost rate may
be accomplished through simplified alloca- 
tion procedures as described In subsection 2. 

b, Where a governmental unit's depart- 
ment or agency has several major functions
which benefit from its indirect costs in vary- 
ing degrees, the allocation of indirect costs
may require the accumulation of such costs
into separate cost groupings which then are

allocated individually to benefittsd func- 
tions by means of a base which best meas- 
ures the relative degree of benefit. The indi- 
rect costs allocated to each function are

then distributed to individual Federal
awards and other activities included In that

function by means of an indirect cost rate(s). 
c. Specific methods for allocating indirect

costs and computing indirect cost rates
along with the conditions under which each
method should be used are described in sub- 
sections 2, S and 4. 

2. Simplified Method

a. Where a non - Federal entity' s major
functions benefit from its indirect costs to

approximately the same degree, the alloca- 
tion of indirect costs may be accomplished
by ( 1) classifying the non - Federal entity's
total costs for the base period as either di- 
reot or indirect, and (2) dividing the total al- 
lowable indirect costs ( net of applicable

credits) by an equitable distribution base. 
The result of this process is an indirect cost
rate which is used to distribute indirect
costs to individual Federal awards, The rate
should be expressed as the percentage which
the total amount of allowable indirect costs
bears to the base selected. This method
should also be used where a governmental

unit's department or agency has only one
major function encompassing a number of in- 
dividual projects or activities, and may be
used where the level of Federal awards to
that department or agency is relatively
small, 

b. Both the direct costs and the indirect
costs must exclude capital expenditures and

unallowable costa. However, unallowable

costs must be included in the direct costs if
they represent activities to which indirect
costs are properly allocable. 
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c. The distribution base may be (1) total di-
rect costs (excluding capital expenditures
and other distorting items, such as pass-
through funds, subcontracts in excess of
$25,000,participant support costs, eto.), (2)
direct salaries and wages, or (3) another base
which results In an equitable distribution,

3, Multiple Allocation Base Method

a, Where a non-Federal entity's Indlreot
costs benefit its major funotions in varying
degrees, such costs must be acoumulated
Into separate mist grouplngs. Each grouping
must then be allocated individually to bene-
fitted functions by means of a base which
best measures the relative benefits,

b. The cost groupings should be established
80 as to permit the allocation of each group-
ing on the basis of benefits provided to the
major funotlons, Eaoh grouping should con-
stitute a pool of expenses that are of like
character in terms of the functions they ben-
efit and In terms of the alloca.tlon base
which best measures the l'elative benefits
provided to each function, The number of
separate groupings should be held within
praotioal limits, taking into consideration
the materiality of the amounts involved and
the degree of precision needed,

o. Actual conditions must be taken into 11.0-

count in sslecttng the base to be used in allo-
cating the expenses in each grouping' to ben-
efitted functions, When an allocation can be
made by assignment of a cost grouping di-
rectly to the funotion benefitted, the 0.11000.-
tlon must be made in that manner, When the
expenaes in a grouping are inore general in
nature, the al'looatdon should be made
through the use of a selected base which pro-
duces results that are equitable to both the
Federal Government and the governmental
unit, In general, any cost element or related
factor aesooiated with the governmental
unib's activities is potentially adaptable for
use Il.B an allocation base provided that: (1) it
can readilY be expressed in terms of dollars
or other quantitative measures (total dlreot
coats, direot salaries and wages, staff hours
applied, square feet used, hours of usage,
number of doouments processed, population
served, and the like), and (2) it is common to
the benefitted funotlons during the base pe-
riod,

d. Except where a special indirect cost
l'ate(a) is required in accordance with para-
graph (0)(4) of this Appendix, the separate
groupings of indirect costs allooated to each
major funotion must be aggregated and
treated as a common pool for that function,
The costa in the common pool must then be
distl'ibuted to individual Federal awards in-
cluded in that runctton by use of a single In-
direct cost rate,

e. The distribution base used in computing
the indirect cost rate for each function may
be (1) total direct costs (excluding capital ex-
pendttures and other distorting items such

Pt. 200, App. VII

as pass-through funds, aubawards in excess of
$26,000,partlcipa.nt support coste, eto.), (2)
direct salaries and wages, or (3) another base
which results in an equitable distribution,
An indirect oost rate should be developed for
each separate Indirect cost pool developed,
The rate in eacn case should be stated as the
percentage relatdonship between the par-
tioular indireot cost pool and the distribu-
tion base ident..lfiedwith that pool.

4, SpeCIal Indirect cost Rates

a. In some instances, a. single indirect cost
rate for all activities of a non-Federal entity
or for each major funotion of the agency may
not be appropriate. It may not take into ac-
oount those different faotors wmcn may sub-
stantially affect the indlreot costs applicable
to a parbloular' program or group of pro-
grams, The taotors may Include the phystca.l
location of the work, the level of administra-
tive support required, the nature of the fa-
oilitles 01' other resources employed, the or-
ganizational arrangements used, or any com-
bination thereof, When a particular Federal
award is carl'led out in an environment
which appears to generate a significantly
different level of indirect costs, provisions
should be made for a separate 1ndirect cost
pool applicable to that Federal award, The
separate indireot cost pool should be devel-
oped during the course of the regular allooa-
tion process, and the separate indirect cost
rate resulting therefrom should be used, pro-
vided that: (1) The rate differs signifioantly
from the rate which would have been devel-
oped under paragraphs (0)(2) and (0)(3) Of
tbis Appendix, and (2) the Federal award to
which the rate would apply is material In
amount,

b. Where Federal statutes restrtct the re-
Imbursement of certain indirect costs. it
may be necessary to develop a epecial rate
for the affected Federal award, Where a "re-
strioted rate" Is required, the same prooe-
dure for developing a non-restrioted rate will
be used except for the additional step of the
elimination from the indirect cost pool those
oosts for which tl1e law prohlbtts reimburse-
ment.

D, SUBMISSION AND DOOUMENTATION Ol"
PROPOSALS

1. SubmiSSion of Indirect Cost Rate Proposal»
a" All departments 01' agencies of the gov-

ernmental unit deSiring to claim Indirect
coats under Federal awards must prepare an
Indirect cost rate proposal and related docu-
mentation to support those costs, The pro-
posal and related dooumentatlon must be re-
tained Ior audit in accordance with the
records retention requirements contained in
§2oo,833Retention Requirements for Records,

b. A governmental department or agenoy
unit that receives more than $3limillion in
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c. The distribution base may be ( 1) total di- 
rect costs ( excluding capital expenditures
and Other distorting items, such as pass - 
through funds, subcontracts in excess of

26, 000, partioipant support costs, eto,), ( 2) 

direct salaries and wages, or ( 3) another base
which results in an equitable distribution. 

3. Multiple Allocation Base Method

a, where a non - Federal entity' s indirect
costs benefit its major functions in varying
degrees, such costs must be accumulated
into separate cost groupings. Each grouping
must then be allocated individually to bene- 
fitted functions by means of a base which
best measures the relative benefits. 

b. The cost groupings should be established
so as to permit the allocation of each group- 

ing on the basis of benefits provided to the
major functions. Each grouping should con- 
stitute a pool of expenses that are of like
character in terms of the functions they ben- 
efit and In terms of the allocation base
which best measures the relative benefits
provided to each function, The number of

separate groupings should be held within
practical limits, taking into consideration
the materiality of the amounts involved and
the degree of precision needed. 

c. Actual conditions must be taken into ac- 
count in selecting the base to be used in allo- 
cating the expenses in each grouping to ben- 
efitted functions, when an allocation can be
made by assignment of a cost grouping di- 
rectly to the function benefitted, the alloca- 
tion must be made in that manner, when the
expenses in a grouping are more general in
nature, the allocation should be made
through the use of a selected base which pro- 
duces results that are equitable to both the
Federal Government and the governmental

unit. In general, any cost element or related
factor associated with the governmental
unit' s activities is potentially adaptable for
use as an allocation base provided that: (1) it
can readily be expressed in terms of dollars
or other quantitative measures ( total direct
costs, direct salaries and wages, staff hours
applied, square feet used, hours of usage, 
number of documents processed, population

served, and the like), and ( 2) it is common to
the benefitted functions during the base pe- 
riod. 

d. Except where a special indirect cost
rate(s) is required in accordance with para- 
graph ( 0)(4) of this Appendix, the separate
groupings of indirect costs allocated to each
major function 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 function by use of a single in- 
direct cost rate. 

e. The distribution base used in computing
the indirect cost rate for each function may
be ( 1) total direct costs ( excluding capital ex- 
penditures and other distorting items such

Pt. 200, App. VII

as pass- through funds, subawards in excess of
26, 000, participant support costs, etc.), ( 2) 

direct salaries and wages, or (3) another base
which results in an equitable distribution. 

An indirect cost rate should be developed for
each separate indirect cost pool developed. 
The rate in each case should be stated as the
percentage relationship between the par - 
tioular indirect cost pool and the distribu- 
tion base identified with that pool, 

4. Special Indirect Cost Rates

a. In some instances, a single indirect cost
rate for all activities of a non - Federal entity
or for each major function of the agency may
not be appropriate. It may not take into ac- 
count those different factors which may sub- 

stantially affect the indirect costs applicable
to a particular program or group of pro- 

grams. The factors may include the physical
location of the work, the level of administra- 
tive support required, the nature of the fa- 
oilitles or other resources employed, the or- 
ganizational arrangements used, or any com- 

bination thereof. when a particular Federal
award is carried out in an environment
which appears to generate a significantly
different level of indirect costs, provisions
should be made for a separate indirect cost
pool applicable to that Federal award. The
separate indirect cost pool Should be devel- 
oped during the course of the regular allooa- 
tion process, and the separate indirect cost
rate resulting therefrom should be used, pro- 
vided that: (1) The rate differs significantly
from the rate which would have been devel- 
oped under paragraphs ( C)( 2) and ( Q)( 3) of
this Appendix, and ( 2) the Federal award to
which the rate would apply is material in
amount. 

b, where Federal statutes restrict the re- 
imbursement of certain indirect costs, it

may be necessary to develop a special rate
for the affected Federal award. where a " re- 
stricted rate" is required, the same proce- 
dure for developing a non - restricted rate will
be used except for the additional step of the
elimination from the indirect cost pool those
costs for which the law prohibits reimburse- 
ment. 

D. SUBMISSION AND DocuMENTAMON OF
PROPOSALS

1. Submission of Indirect Cost Rate Proposals

a. All departments or agencies of the gov- 
ernmental unit desiring to claim indirect
costs under Federal awards must prepare an
indirect cost rate proposal and related docu- 
mentation to support those costs. The pro- 
posal and related documentation must be re- 
tained for audit in accordance with the
records retention requirements contained in

200. 333 Retention Requirements for Records. 
b. A governmental department or agency

unit that receives more than $36 million in
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direot Federal funding must submit its Indi-
reot cost rate proposal to its cognizant agen-
Cy for indireot costs. Other governmental de-
partment or agency must develop an indirect
cost proposal in accordance with the require-
ments of this Part and maintain the proposal
and related supporting dooumentation ror
audit. These governmental departments or
agenctes are not required to submit their
proposals unless they are specifically re-
quested to do so by the cognizant agency for
indireot ooats. Where a non-Federal entity
only receives funds as a eubreclpienb, the
pass-through entity will be responsible for
negotia,ting and/or' monitoring the aubracipl-
ent's indireot costs. .

e. Ea,eh Indtan triba,l government desiring
reimbursement of indireot OOBtsmust submtt
its Indirect cost proposa,l to the Department
of the Interior (its cognizant agency for indi-
rect costs).

d. Indireot cost proposals must be devel-
oped (and, when required, submitted) within
six months a.fter the olose of the govern-
mental unit's fisoal year, unless an exception
is approved by the cognizant asenov for mdt-
reot oosts. If the proposed central service
cost allooation pla,n for the same period has
not been approved by that time, the indireot
cost proposal may be prepared including an
amount for central servioes tha,t is based on
the latest federally-approved central service
coat allocation plan. The differenoe between
these central service amounts and the
amounts ultimately approved will be com-
pensated for by an adjustment in a subse-
quent period.

2. Dooumentation of Proposals

The following must be Included with each
indireot cost proposal:

a. The rates proposed, Including subsidiary
work sheets and other releva,nt data, OrOSS
referenced and reconciled to the flna,noia,l
data noted in eubaectlon b. Allooa,ted centra;
servioe costs win be supported by the sum-
mary table mcluded in the approved central
service OOBtallocation plan. Thill summary
table is not required to be submitted with
the indireot cost proposal if the central serv-
Ice cost allocablon plan for the same fisoal
year has been approved by the oogntzanb
agenov for indirect costs and ill available to
the funding agenoy.

b. A copy of the finanoial data, (finanoial
statements, comprehenstve annual financial
report, exeoutlve budgets, accounttng re-
ports, etc.) upon whioh the rate is based. Ad-
justments resulting from the use of
unaudited data will be recognised, where ap-
proprlate, by the Federal oogntzant agenoy
for indirect oosts in a subsequent proposal.

c. The approximate amount of d1rect base
costs incurred under Federa,l awards. These
costs should be broken out between salarfes
and wages and other direot costa.

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

d. A ohant showing the organizational
structure of the agenoy during the period for
which the proposal applies, along with a
funotional statementts) noting the dutfes
and/or reaponsibilities of a,ll units that com-
prise the asenoz. (Once this is submitted,
only revistons need be submitted with subse-
quent proposals.)

3. Required certification.

En.oh indireot oost rate proposal must be
aooompanied by a, oertifioation in the fol-
lowing form:

CERTIFIOATE OF INDIRECT COSTS

This is to certify that I have reviewed the
indireot coat ra.te propnsal submitted here-
with and to the best of my knowledge and
belief:
(1) All oosts inoluded in this proposal [iden-

tify da,te] to establlsh billing or fina,l indi-
rect oosts rates for [identify period covered
by rate) are allowable In accordance with the
requirements of the Pedaral a,ward(s) to
whioh they a,pply and the provtstone of this
Part. unanoweme coste have been adjusted
for in allocating oosts as indicated in the in-
direot oost proposa;

(2) All costa included in this proposa.l are
properly allocable to :federal awards on the
basls of a benefioial or causal relatdonshlp
between the expenses incurred and the agree-
ments to whioh they are allooated in accord-
ance wlth applicable requirements. Further,
the same oosts that have been treated as in-
direot oosts have not been olaimed all direct
costs. Similar types of oosts have been ao-
oounted for eonststenttv and the Federa,l
Government will be notified of any account-
ing changes that would affeot the predeter-
m1nedrate.
I declare that the foregoing is true and 001'-

recto
Governmental Unit: _
Signature:
Name of Official:
Title:
Date of Execution:

El. NEGOTIATION AND ApPROVAL OF RATES.

1. Indireot cost rates will be reviewed, ne-
gotiated, and approved by the cognizant
agenoy on a timely basis. Once a rate has
been agreed upon, it will be aooepted a,nd
used by all Federa,l agencies unless prohib-
ited or limited by statute. Where a Federa,l
awarding agency has reason to believe that
epeclal operating faotors affeoting itll Fed-
eral awards necessitate special indirect oost
rates, the funding agenoy will, prior to the
time the rates are negotiated, notify the COg-
nizant, agenoy for Indireot oosts.

2. The use of predetermined rates, if al-
lowed, is encouraged where the cognizant
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direct Federal funding must submit its indi- 
rect cost rate proposal to its cognizant agen- 
cy for indirect costs. Other governmental de- 
partment or agency must develop an indirect
cost proposal in accordance with the require- 
ments of this Part and maintain the proposal
and related supporting documentation for
audit. These governmental departments or
agencies are not required to submit their
proposals unless they are specifically re- 
quested to do so by the cognizant agency for
Indirect costs. Where a non - Federal entity

only receives funds as a subrecipient, the
pass - through entity will be responsible for
negotiating and/or monitoring the subrecipi- 
ant' s indirect costs. 

c. Each Indian tribal government desiring
reimbursement of indirect costs must submit

its indirect cost proposal to the Department
of the Interior (its cognizant agency for indi- 
rect costs). 

d. Indirect cost proposals must be devel- 
oped ( and, when required, submitted) within

six months after the close of the govern- 
mental unit' s fiscal year, unless an exception

is approved by the cognizant agency for indi- 
rect costs. If the proposed central service
cost allocation plan for the same period has
not been approved by that time, the indirect
cost proposal may be prepared including an
amount for central services that is based on
the latest federally- approved central service
cost allocation plan. The difference between
these central service amounts and the
amounts ultimately approved will be com- 
pensated for by an adjustment in a subse- 
quent period. 

2. Documentation of Proposals

The following must be included with each
indirect cost proposal: 

a. The rates proposed, including subsidiary
work sheets and other relevant data, cross
referenced and reconciled to the financial
data noted in subsection b, Allocated central
service costs will be supported by the sum- 

mary table included in the approved central
service cost allocation plan, This summary
table is not required to be submitted with
the indirect cost proposal if the central serv- 
ice cost allocation plan for the same fiscal
year has been approved by the cognizant
agency for indirect costs and is available to
the funding agency. 

b. A copy of the financial data ( financial
statements, comprehensive annual financial
report, executive budgets, accounting re- 
ports, etc.) upon which the rate is based. Ad- 
justments resulting from the use of
unaudited data will be recognized, where ap- 
propriate, by the Federal cognizant agency
for indirect costs in a subsequent proposal. 

c. The approximate amount of direct base
costs incurred under Federal awards. These
costs should be broken out between salaries
and wages and other direct costs. 

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

d. A chart showing the organizational
structure of the agency during the period for
which the proposal applies, along with a
functional statement(s) noting the duties
and/ or responsibilities of all units that com- 
prise the agency. ( Once this is submitted, 
only revisions need be submitted with subse- 
quent proposals.) 

3. Required certification. 

Each indirect cost rate proposal must be
accompanied by a certification in the fol- 
lowing form: 

CERTIFICATE) OF INDIRECT COSTS

This is to certify that I have reviewed the
Indirect cost rate proposal submitted here- 
with and to the best of my knowledge and
belief: 

1) All costs included in this proposal [ iden- 
tify date] to establish billing or final indi- 
rect costs rates for [ identify period covered
by rate] are allowable in accordance with the
requirements of the Federal award(s) to

which they apply and the provisions of this
Part. Unallowable costs have been adjusted
for in allocating costs as indicated in the in- 
direct cost proposal

2) All coats included in this proposal are
properly allocable to Federal awards on the
basis of a beneficial or causal relationship
between the expenses incurred and the agree- 

ments to which they are allocated in accord- 
ance with applicable requirements. Further, 
the same costs that have been treated as in- 
direct costs have not been claimed as direct
costs. Similar types of costs have been ac- 
counted for consistently and the Federal
Government will be notified of any account- 

ing changes that would affect the predeter- 
mined rate. 

I declare that the foregoing is true and cor- 
rect. 

Governmental Unit: 

Signature: 
Name of Official: _ 

Title: 

Date of Execution: 

E. NEGOTIATION AND APPROVAL OF RATES. 

1. Indirect cost rates will be reviewed, ne- 
gotiated, and approved by the cognizant
agency on a timely basis, Once a rate has
been agreed upon, it will be accepted and

used by all Federal agencies unless prohib- 
ited or limited by statute, Where a Federal
awarding agency has reason to believe that
special operating factors affecting its Fed- 
eral awards necessitate special indirect cost
rates, the funding agency will, prior to the
time the rates are negotiated, notify the cog- 
nizant agency for indirect costs. 

2. The use of predetermined rates, if al- 
lowed, is encouraged where the cognizant
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agenoy for indirect costa has reasonable aB-
surance based on past experienoe and reli-
able projeotlon of the non-Federal entlty'a
costs, that the rate Is not likely to exoeed a
rate based on actual coste, Long-term agree-
ments ut1l1z1ng predetermined rates extend-
ing over two or more vears are encouraged,
where appropriate.
3. The results of each negotiation must be

formalized In a written agreement between
the cognizant agency for indlreot costa and
the governmental unit. This agreement will
be subject to re-opening if the agreement Is
subsequently found to violate a statute, or
the information upon whloh the plan was ne-
gotiated is later found to be materially in-
complete or inaoourate. The agreed upon
rates must be made available to all Federal
agencies for their use.
4. Refunds must be made if proposals are

later found to have Included costs that (a)
are unallowable (I) as speolfied by law or reg-
ulation, (11)as Identified in §200.420 Consider-
ations for selected Items of cost, of this Part,
or (ill) by the terms and oonditions of Fed-
-eral awards, or (b) are unallowable because
they are clearly not allocable to Federal
awards. These adjustments or refunds will be
made regardless of the type of rate nego-
tiated (predetermined, final, fixed, or provi-
sional).

F. O')'}lER POLICIES

1. Fringe Benefit Rates

If overall fringe benefit rates are not ap-
proved for the governmental unit as part of
the oentral service coat allocation plan,
these rates will be reviewed, negotiated and
approved for individual reoipient agencies
during the indireot cost negotiation process.
In these oases, a proposed fringe benefit rate
computatton should accompany the indireot
cost proposal. If fringe benefit rates are not
used at the recipient agency level (i.e., the
agenoy speolfically identities fringe benefit
oosts to individual employees), the govern-
mental unit should so advise the cognizant
agenoy for indirect costs.

2. Billed Services Provided by the .Recipient
Agency

In some cases, governmental departments
or agencies (components of the govern-
mental unit) provide and bill for services
stmtlar to those covered by oentral service
oost allooation plans (e.g., computer cen-
ters). Where this occurs, the governmental
departments or agencies (components of the
governmental unit)shoulc1 be guided by the
requirements in Appendix V relating to the
development of billing rates and documenta-
tion requirements, and should advise the
cognizant agency for Indirect costs of any
billed services. Reviews of these types of
services (inoluding reviews of costingibllling
methodology, profits 01' Ioaaea, eto.) will be

Pi. 200, App. VIII

made on a oaee-bv-oase basis as warranted by
the circumstances involved.

3. Indirect Cost Allocations Not: Using Rates

In certain situations, governmental de-
partments or agencies (oomponents of the
governmental unit), because of the nature of
their Federal awards, may be required to de-
velop a cost aliooatlon plan that distributes
indireot (and, in some cases. direot) costs to
the apeolfio funding sources. In these oases, a
narrative cost allocation methodology
should be developed, dooumented, main-
tained lor audit, or submitted, as appro-
priate, to the oogntsant. agency for indireot
coste for review, negotiation, and approval.

4. Appeals

If a dispute artses in a negotiation of an in-
direct cost rate (or other rate) between the
oognizant agency for indireot costs and the
governmental unit, the dispute must be re-
solved in accordance Wltll the appeals proce-
dures of the oognizant agency for Indireot
oosts.

5. Collection 0/ Unallowable Oosts and
Erroneous Payments

Coste speoifioally identified as unallowable
and charged to Federal awards either dl-
reotly or indireotly will be refunded (Includ-
ing interest chargeable in accordance with
appl10able Federal cognizant agenoy for Indi-
rect costs regulations).

6. OMB Assistance

To the extent'that problems are enooun-
tered among the Federal agencies or govern-
mental units in oonnection with the negotia-
tion and approval process, OMB will lend as-
siatance, as required, to resolve such prob-
lems in a timely manner.
[78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75889, Deo. 19, 2014)

ApPENDIX VIIT TO PART 200-NoNPROFIT
ORGANrnATIONS EXEMPTED FROM
SUBPART E-OOST PRINOIPLEB OF
PART 200

1. Advance Teohnology Institute (ATl) ,
Charleston, Sou tIl Ca.rolina

2. Aerospace Corporation, EI Segundo,Oali-
iornfa

3. American Institutes of Researoh (AIR),
Washington. DO

4. Argonne National Laboratory, Chioago, Il-
linois

Ii. Atomic Casualty Commission, Wash-
ington, no

6. Battelle Memorial Institute,
Headqua.rtered in Columbus, Ohio

7. Brookhaven NatIonal Laboratory, Upton,
New York
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agency for indirect costs has reasonable as- 
surance based on past experience and reli- 
able projection of the non - Federal entity's
costs, that the rate is not likely to exceed a
rate based on actual costs. Long -term agree- 

ments utilizing predetermined rates extend- 
ing over two or more years are encouraged, 
where appropriate, 

3. The results of each negotiation must be
formalized in a written agreement between
the cognizant agency for Indirect costs and
the governmental unit. This agreement will
be subject to re- opening If the agreement is
subsequently found to violate a statute, or
the information upon which the plan was ne- 
gotiated is later found to be materially in- 
complete or inaccurate, The agreed upon
rates must be made available to all Federal
agencies for their use. 

4. Refunds must be made if proposals are
later found to have included costs that ( a) 
are unallowable ( 1) as specified by law or reg- 
ulation, (li) as Identified in ¢200. 420 Consider- 
ations for selected items of cost, of this Part, 
or ( Iii) by the terms and conditions of Fed- 
eral awards, or ( b) are unallowable because

they are clearly not allocable to Federal
awards. These adjustments or refunds will be
made regardless of the type of rate nego- 
tiated (predetermined, final, fixed, or provi- 
sional). 

F. OTHER POLICIES

1. Fringe Benefit Rates

If overall fringe benefit rates are not ap- 
proved for the governmental unit as part of
the central service cost allocation plan, 
these rates will be reviewed, negotiated and
approved for Individual recipient agencies

during the indirect cost negotiation process. 
In these cases, a proposed fringe benefit rate
computation should accompany the indirect
cost proposal. If fringe benefit rates are not
used at the recipient agency level ( i.e., the
agency specifically Identifies fringe benefit
costs to individual employees), the govern- 
mental unit should so advise the cognizant
agency for indirect costs. 

2. Billed services Provided by the Recipient
Agency

In some cases, governmental departments
or agencies ( components of the govern- 
mental unit) provide and bill for services
similar to those covered by central service
cost allocation plans ( e. g., computer cen- 

ters). Where this occurs, the governmental
departments or agencies ( components of the
governmental unit)should be guided by the
requirements in Appendix V relating to the
development of billing rates and documenta- 
tion requirements, and should advise the
Cognizant agency for indirect costs of any
billed services. Reviews of these types of
services ( including reviews of costing/billing
methodology, profits or losses, etc.) will be

made on a case -by -oase basis as warranted by
the circumstances involved. 

3. Indirect Cost Allocations Not' Using Rates

In certain situations, governmental de- 
partments or agencies ( components of the
governmental unit), because of the nature of
their Federal awards, may be required to de- 
velop a cost allocation plan that distributes
indirect (and, in some cases, direct) costs to
the specifio funding sources, In these cases, a
narrative cost allocation methodology

should be developed, documented, main- 
tained for audit, or submitted, as appro- 

priate, to the cognizant agency for indirect
costs for review, negotiation, and approval. 

4. Appeals

If a dispute arises in a negotiation of an in- 
direct cost rate ( or other rate) between the
cognizant agency for indirect costs and the
governmental unit, the dispute must be re- 
solved In accordance with the appeals proce- 
dures of the cognizant agency for indirect
costs. 

5. Collection of Unallowable Costs and
Erroneous Payments

Costs specifically identified as unallowable
and charged to Federal awards either di- 
rectly or indirectly will be refunded ( inolud- 
fng interest chargeable in accordance with
applicable Federal cognizant agency for indi- 
rect costs regulations). 

6. OMB Assistance

To the extent that problems are encoun- 
tered among the Federal agencies or govern- 
mental units In connection with the negotia- 
tion and approval process, OMB will lend as- 
sistance, as required, to resolve such prob- 

lems in a timely manner. 

178 FR 78608, Dec. 26, 2013, as amended at 79
FR 75889, Dec. 19, 2014] 

APPENDIX VIII TO PART 200 — NONPROFIT
ORGANIZATIONS EXEMPTED- FROM

SUBPART F—COST PRJN01PLES OF

PART 200

1. Advance Teohnology Institute ( ATI), 

Charleston, South Carolina
2, Aerospace Corporation, El Segundo, Cali- 

fornia

3, American Institutes of Research ( AIR), 
Washington, DO

4, Argonne National Laboratory, Chicago, Il- 
linois

5, Atomic Casualty Commission, Wash- 
ington, DC

6. Battelle Memorial Institute, 

Headquartered in Columbus, Ohio

7, Brookhaven National Laboratory, Upton, 
New York
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8. Oharles Stark Draper Laboratory. Incor-
porated, Oambridge. Massachusetts

9. ONAOorporatlon (ONAC).Alexandria, vir-
ginla

10. Environmental Institute of Michigan,
Ann Arbor. Michigan

11. Georgia Institute of Technology/Georgia
Tech APplied Researoh CorporatloDfGeor·
gia Teoh· Research Institute. Atlanta.
Georgia

12. Hanford Environmental Health Founda-
tion. Richland. Wa,ahington ..

13. ITTResearch Institute. Chicago. Illinois
14. Institute of Gas Teohnology. Ohloago. il-

linois
15. Institute for Defense AnalySiS. Atexan-

drda, Virginia
16. LMI. MoLean, Virginia
17. Mitre Oorpcratdon, Bedford. Masaachu-

setts
lB. Noblls, Ino .• Falls Church. Virginia
19. National Radiological Astronomy Observ-

atory. Green Bank. West Virginia
20. National Renewable Energy Laboratory.

Golden. Colorado
21. Oak Ridge Assoolated Universities. Oak

Ridge. Tennessee
22. Rand Oorporatdon, Santa Monica, OaU·

fornla
23. Researoh Triangle Institute. Research

Triangle Park. North Oaroline.
24. Riverside Researoh Institute, New York.

New York
25. South Oarolina Researoh Authority

(SORA). Oharleston, South Oaro'lina
26. Southern Researoh Institute. Bir-

mingham. Alabama
27. Southwest Researoh Institute. San Anto-

nio. Texas .
2B.SRI International. Menlo Park. Oalifornla
29. Syracuse Researoh Oorporation. Syra·

ouse, New York

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

30. Universities Researoh Assooiation. Incor-
porated (National Acceleration Lab). Ar·
gonne, llllnois

31. Urban Institute. Washington DO
32. Non·profit msurance companies. suoh as

Blue Cl'OSS and Blue Sbield Organizations
33. Other non-pront organizations as neso-

tiated with Federal awarding agenciea

APPENDIX IX TO PART 20o-HOSPITAL
OOST PRINOIPLES

Based on initial feedback. OMBproposes to
establish a review process to consider exist-
inB'hospital coat determine how best to up-
date and align them with this Part. Until
suoh time as revised guidance is proposed
and implemented for hospitals. the existing
prJnoiples located at 45 OFRPart 75 Appen-
dix E. entitled "Prinoiples for Determining
Cost Applioable to Research and Develop-
ment Under Granta and Oontraots with Hos-
pitals." remain in effeot.

[78 FR 78608. Dec. 26. 2013. as amended at 79
FR 75889. Dec. 19,2014)

APPENDIX X TO PAlt'l' 20o-DATA
OOLLEOTION FORM (FORM SF-SAO)

The Data Colleotion Form SF-SAO is
avaname on the FAO Web site.

ApPENDIX XI TO PART 20o-00MPLlANCE
SUPPLEMEN'l1

The compltance supplement is available on
the OMB Web site: (e.g. fOl' 2013here http://
www.whitelwuse.gov/omb/oirculars/)

PARTS 201-299 [RESERVED]
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8. Charles Stark Draper Laboratory, Incor- 
porated, Cambridge, Massachusetts

9. ONA Corporation (CNAO), Alexandria, Vir- 
ginia

10, Environmental Institute of Michigan, 
Ann Arbor, Michigan

11, Georgia Institute of Technology /Georgia
Tech Applied Research Corporation/Geor- 
gia Tech Research Institute, Atlanta, 
Georgia

12, Hanford Environmental Health Founda- 
tion, Richland, Washington

13, IIT Research Institute, Chicago, Illinois
14. Institute of Gas Technology, Chicago, B- 

linois

16. Institute for Defense Analysis, Alexan- 
dria, Virginia

16, LMI, McLean, Virginia
17. Mitre Corporation, Bedford, Massachu- 

eetts

18, Noblis, Inc., Falls Church, Virginia
19. National Radiological Astronomy Observ- 

atory, Green Bank, West Virginia
20. National Renewable Energy Laboratory, 

Golden, Colorado

21. Oak Ridge Associated Universities, Oak
Ridge, Tennessee

22. Rand Corporation, Santa Monica, Cali- 
fornia

23. Research Triangle Institute, Research
Triangle Park, North Carolina

24. Riverside Research Institute, New York, 
New York

26, South Carolina Research Authority
SCRA), Charleston, South Carolina

26. Southern Research Institute, Bir- 

mingham, Alabama

27, Southwest Research Institute, San Anto- 
n1o, Texas

28. SRI International, Menlo Park, California
29. Syracuse Research Corporation, Syra- 

ouse, New York

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

30, Universities Research Association, Incor- 
porated ( National Acceleration Lab), Ar- 
gonne, Illinois

31. Urban Institute, Washington DO
32, Non - profit insurance companies, such as

Blue Cross and Blue Shield Organizations

33, Other non - profit organizations as nego- 
tiated with Federal awarding agencies

APPENDIX IX TO PART 200 — HOSPITAL
COST PRINCIPLES

Based on initial feedback, OMB proposes to
establish a review process to consider exist- 
ing hospital cost determine how best to up- 
date and align them with this Part. Until
such time as revised guidance is proposed
and implemented for hospitals, the existing
principles located at 45 OFR Part 75 Appen- 
dix E, entitled " Principles for Determining
Cost Applicable to Research and Develop- 
ment Under Grants and Contracts with Hos- 
pitals," remain In effect. 

78 FR 78608, Dec. 26, 2013, as amended at 79
FR 75889, Dec. 19, 20141

APPENDIX X TO PART 200 —DATA
COLLECTION FORM ( FORM SF -SAC) 

The Data Collection Form SF -SAO is
available on the FAC Web site. 

APPENDIX XI TO PART 200 — COMPLIANCE
SUPPLEMENT

The compliance supplement is available on
the OMB Web site: ( e. g. for 2013 here h.ttp:11
www.whiteho use.gov/omb/ oircuiarsn
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2525 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (562) 570·4000 • FAX: (562) 570-4049

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. Ot;±Db;~~ \ 20 IS by and between

Ce...v11.fC (. llft I Inc-, .' a (jctifpv'ni6\ r)()YI9!o,~+
[corporation, paft:AefSftirr, aael, whose business address is

Q

(hereinafter referred to as II usiness AssoCiate"), and the ITY OF LONG BEACH, a
municipal corporation (hereinafter referred to as "City" or "Covered Entity").

WHEREAS, the City has a Department of Health that provides a multitude of
health care and related services; and

WHEREAS, in the course of providing health care and related services the City
obtains protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides
particular services to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate,
some of which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy-and
provide for the security of protected health information in compliance with the Health
Insurance Portability and Accountability Act of 1996, Public Law 104-191 ("HIPAA"), the
Health Information Technology for Economic and Clinical Health Act, Public Law 111-
005 (the "HITECH Act"), and regulations promulgated thereunder by the U.S.
Department of Health and Human Services (the "HIPAA Regulations") and other
appli.cable laws.

NOW, THEREFORE, in consideration of the mutual terms covenants, and
conditions in this Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement
shall have the same meaning as those terms in the HIPAA Regulations,
including the Privacy Rule and the Security Rule codified in Title 45,
Sections 160-164 of the Code of Federal Regulations, and under the
HITECH Act.
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CITY OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

2526 GRAND AVENUE v LONG BEACH, CALIFORNIA 90816 9 ( 662) 570-4000 ® FAX: (662) 57OA049

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 Lc 20 b and between

eLt+ c c WIA, , Inc, ' a 04' fvvw2 Y)(, 1,1 i-e"Cd
corporation, partners4iip-, dbal, whose business address is

CILICI A ISLA2(- kowlwe , ' LL41 F I C L, Lv v, f),'I LL r, f4

hereinafter referred to as " Business Assodate"), and the CITY OF LONG BEACH, a

municipal corporation ( hereinafter referred to as " City" or "Covered Entity"). 
WHEREAS, the City has a Department of Health that provides a multitude of

health care and related services; and

WHEREAS, in the course of providing health care and related services the City
obtains protected health information; and

WHEREAS, Business Associate performs particular duties and/ or provides

particular services to the City; and
WHEREAS, the City wishes to disclose some information to Business Associate, 

some of which may contain protected health information; and
WHEREAS, the City and Business Associate intend to protect the privacy- and

provide for the security of protected health information in compliance with the Health
Insurance Portability and Accountability Act of 1996, Public Law 104- 191 (" HIPAA"), the

Health Information Technology for Economic and Clinical Health Act, Public Law 111- 
005 ( the " HITECH Act"), and regulations promulgated thereunder by the U. S. 
Department of Health and Human Services ( the " HIPAA Regulations") and other

applicable laws. 

NOW, THEREFORE, in consideration of the mutual terms covenants, and

conditions in this Agreement, the parties agree as follows: 
1 DEFINITIONS. Terms used, but not otherwise defined, in this Agreement

shall have the same meaning as those terms in the HlPAA Regulations, 
including the Privacy Rule and the Security Rule codified in Title 45, 
Sections 160- 164 of the Code of Federal Regulations, and under the

HITECH Act. 
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2. OBLIGATIONS AND ACTIVITIES OF BUSINESSASSOCIATE.
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 10 use appropriate
safeguards to prevent use or disclosure of the protected health
information. Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA
Regulations.

c. Mitigation. Business Associate agrees to mitigate, to the extent
practicable, any harmful effect that is known to Business Associate
of a use or disclosure of protected health information by Business
Associate in violation of the requirementsof this Agreement.

d. Notice of Use or Disclosure, Security Incident or Breach. Business
Associate agrees to notify the designated privacy official of the
Covered ~ntity 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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2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE. 
a. Non - disclosure. Business Associate agrees to not use or disclose

protected health information other than as permitted or required by
the Agreement or as required by law. 

b. Safeguards. Business Associate agrees to use appropriate

safeguards to prevent use or disclosure of the protected health
information. Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA

Regulations. 

C. Mitigation. Business Associate agrees to mitigate, to the extent

practicable, any harmful effect that is known to Business Associate
of a use or disclosure of protected health information by Business
Associate in violation of the requirements of this Agreement. 

d. Notice of Use or Disclosure, Security Incident or Breach. Business

Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health
information by Business Associate not permitted by this Agreement, 
any security incident, involving electronic protected health

information, and any breach of unsecured protected health

information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach. 
1: Business Associate shall provide the following information in

such notice to Covered Entity: 
a) The identification of each individual whose unsecured

protected health information has been, or is

reasonably believed by Business Associate to have
been, accessed, acquired, or disclosed during such
breach; 

b) A description of the nature of the breach including the
types of unsecured protected health information that
were involved, the date of the breach and the date of

discovery; 
c) A description of the type of unsecured protected

health information acquired, accessed, used or

disclosed in the breach (e. g., full name, social security
number, date of birth, etc.); 

d) The identity of the person who made and who
received ( if known) the unauthorized acquisition, 

access, use or disclosure; 
e) A description of what the Business Associate is doing

to. mitigate the damages and protect against future
breaches; and

f) Any other details necessary for Covered Entity to
assess risk of harm to individual( s), including
identification of each individual whose unsecured
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protected health information has been breached and
steps such individuals should take to protect
themselves.

2. Covered Entity shall be responsible for providing notification
to individuals whose unsecured protected health information
has been disclosed, as well as the Secretary and the media,
as required by the HITECH Act.

3. Business Associate agrees to establish procedures to
investigate the breach, mitigate losses, and protect against
any future breaches, and to provide a description of these
procedures and the specific findings of the investigation to
Covered Entity in the time and manner reasonably requested
by Covered Entity.

4. The parties agree that this section satisfies any notice
requirements of Business Associate to Covered Entity of the
ongoing existence and occurrence of attempted but
unsuccessful security incidents for which no additional notice
'to Covered Elitity'shall be required. For purposes of this
Agreement, unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associate's firewall, port scans, unsuccessful log-on
attempts, denials of service and any combination of the
above, so long as no such incident results in unauthorized
access, use or disclosure of electronic public health
information.

e. Reporting of disclosures. Business Associate agrees to report to
Covered Entity any use or disclosure of the protected health
information not provided for by this Agreement of which it becomes
aware.

f. Business Associate's Agents. Business Associate agrees to
ensure that any agent, including a subcontractor, to whom it
provides protected health information received from, or created or
received by Business Associate on behalf of Covered Entity agrees
to the same restrictions and conditions that apply through this
Agreement to Business Associate with respect to such information.

g. Availability. of Information to City. Business Associate agrees to
provide prompt access to protected health information in a
designated record set to Covered Entity or, as directed by Covered
Entity, to an individual upon Covered Entity's request in order to
meet the requirements under 45 CFR § 164.524. If Business
Associate maintains an electronic health record, Business
Associate shall provide such information in electronic format to
enable Covered Entity to fulfill its obligations under the HITECH
Act.

h. Amendment of Protected Health Information. Business Associate
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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 Etitity' shall be required. For purposes of this

Agreement, unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associate's firewall, port scans, unsuccessful log -on
attempts, denials of service and any combination of the
above, so long as no such incident results in unauthorized
access, use or disclosure of electronic public health

information. 

e. Reporting of disclosures. Business Associate agrees to report to

Covered Entity any use or disclosure of the protected health
information not provided for by this Agreement of which it becomes
aware. 

f. Business Associate' s Agents. Business Associate agrees to

ensure that any agent, including a subcontractor, to whom it

provides protected health information received from, or created or

received by Business Associate on behalf of Covered Entity agrees
to the same restrictions and conditions that apply through this
Agreement to Business Associate with respect to such information. 

g. Availability. of Information to City. Business Associate agrees to

provide prompt access to protected health information in a

designated record set to Covered Entity or, as directed by Covered
Entity, to an individual upon Covered Entity's request in order to
meet the requirements under 45 CFR § 164. 524. If Business

Associate maintains an electronic health record, Business

Associate shall provide such information in electronic format to

enable Covered Entity to fulfill its obligations under the HITECH
Act. 

h. Amendment of Protected Health Information. Business Associate
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agrees to promptly make any amendment(s) to protected health
information in a designated record set that the Covered Entity
directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

i. Internal Practices. Business Associate agrees to make Internal
practices, books, and records, including policies and procedures
and protected health information, relating to the use and disclosure
of protected health information received from, or created or
received by Business Associate on behalf of, covered entity
available to the Secretary of the U.S. Department of Health and
Human Services for purposes of the Secretary determining the
Business Associate's compliance with the Privacy Rule.

j. Reporting of Disclosures. Business Associate agrees to document
such disclosures of protected health information and information
related to such disclosures as would be required for the City to
respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with the
Privacy Rule, including but not limited to 45 CFR § 164.528, and
the HITECHAct.

k. Availability of Information to Covered Entity. Business Associate
agrees to promptly provide to Covered Entity or an individual
information collected in accordance with Section 20) of this
Agreement, to permit Covered Entity to respond to a request by an
individual for an accounting of disclosures of protected health
information in accordance with the Privacy Rule, including but not
limited to 45 CFR § 164.528, and the HITECHAct.

3. PERMITTED USES AND DISCLOSURESBY 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 Agreeme,nt,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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agrees to promptly make any amendment(s) to protected health
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Privacy Rule or the HITECH Act if done by Covered Entity or the minimum
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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
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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
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which it was disclosed to the person, and the person notifies the
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business associate of any instances of which it is aware in which
the confidentiality of the information has been breached. .

c. Except as otherwise limited in this Agreement, Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164.504(e)(2)(i)(B).

d. Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.502(j)(1).

4. PROHIBITED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
a. Business Associate shall not use or disclose protected health

information for fundraising or marketing purposes.
b. Business Associate shall not disclose protected health information

to a health plan for payment or health care operations purposes if
the individual has requested this spectatreetrictlon 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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business associate of any instances of which it is aware in which
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C. Except as otherwise limited in this Agreement, Business Associate
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violations of law to appropriate federal and state authorities, 
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a. Business Associate shall not use or disclose protected health
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to a health plan for payment or health care operations purposes if
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of pocket in full for the health care item or service to which the
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or remuneration in exchange for protected health information, 
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permitted by law, including HIPAA and the HITECH Act. This

prohibition shall not effect payment by Covered Entity to Business
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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 tor 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-breachinp
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 ot 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

A TT ACHMEHT •...... ~ .•.......

PAGE ~ OF •..• !.l?•••. PAGES

Business Associate Agreement
Page 6

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. 

i . Except as provided in paragraph ( 2) of this Section, upon
termination of this Agreement for any reason, Business

Associate shall return or destroy all protected health

information received from Covered Entity, or created or

received by Business Associate on behalf of Covered Entity. 
This provision shall apply to protected health information that
is in the possession of subcontractors or agents of Business
Associate. Business Associate shall retain no copies of the

protected health information. 

2. In the event that Business Associate determines that

returning or destroying the protected health information is
infeasible, Business Associate shall provide to Covered

Entity notification of the conditions that make return or
destruction infeasible and shall extend the protections of this
Agreement to such protected health information and limit
further uses and disclosures of such protected health
information to those purposes that make the return or

ATTACHMENT ................ 

PAGE ... .  _... GE .... PAGES



Business Associate Agreement
Page 7

destruction infeasible, for so long as Business Associate
maintains such protected health information.

8. ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS.
Business Associate shall make itself and any subcontractors, employees,
or agents assisting Business Associate in the performance of its
obligations under this Agreement with the Covered Entity, available to
Covered Entity, at no cost to Covered Entity to testify as witnesses or
otherwise, in the event of litigation or administrative proceedings
commenced against Covered Entity, its directors, officers, or employees
based on a claimed violation of HIPAA, the HIPAA Regulations, the
HITECH Act, or other laws relating to security or privacy, except where
Business Associate or its subcontractors, employees or agents ~re named
as an adverse party.

9. MISCELLANEOUS.
a. References. A reference in this Agreement to a section in the

HIPAA Regulations or the HITECH Act means the section as in
effect or as amended.

b. Amendment. The parties agree to take such action as is necessary
to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule,
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in
writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations of Business
Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations 'and
the HITECH Act.

10. LAW. 'This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California (except those provisions
of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

11. ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes
the entire understanding between the parties and supersedes all other
agreements, oral or written, with respect to the subject matter herein.

12. INDEMNITY. Business Associate shall protect, defend, indemnify and
hold City, its officials, employees, and agents (collectively in this Section
referred to as "City") harmless from and against any and all claims,
demands, causes of action, losses, damages, and liabilities, whether or
not reduced to judgment, which may be asserted against City arising from
or attributable to or caused directly or indirectly by Business Associate,
Business Associate's employees, or agents in the performance of the
duties under this Agreement or any alleged negligent or intentional act,
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destruction infeasible, for so long as Business Associate
maintains such protected health information. 

8. ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS. 

Business Associate shall make itself and any subcontractors, employees, 
or agents assisting Business Associate in the performance of its

obligations under this Agreement with the Covered Entity, available to
Covered Entity, at no cost to Covered Entity to testify as witnesses or
otherwise, in the event of litigation or administrative proceedings

commenced against Covered Entity, its directors, officers, or employees
based on a claimed violation of HIPAA, the HIPAA Regulations, the

HITECH Act, or other laws relating to security or privacy, except where
Business Associate or its subcontractors, employees or agents are named

as an adverse party. 
9. MISCELLANEOUS. 

a. References. A reference in this Agreement to a section in the

HIPAA Regulations or the HITECH Act means the section as in
effect or as amended. 

b. Amendment. The parties agree to take such action as is necessary
to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule, 
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in

writing and signed by the parties to the Agreement. 
C. Survival. The respective rights and obligations of Business

Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement. 

d. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations 'and
the HITECH Act. 

10. LAW. ' This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California ( except those provisions

of California law pertaining to conflicts of laws). Business Associate shall

comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities. 

11, ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes
the entire understanding between the parties and supersedes all other
agreements, oral or written, with respect to the subject matter herein. 

12. INDEMNITY. Business Associate shall protect, defend, indemnify and
hold City, its officials, employees, and agents ( collectively in this Section
referred to as " City ") harmless from and against any and all claims, 
demands, causes of action, losses, damages, and liabilities, whether or

not reduced to judgment, which may be asserted against City arising from
or attributable to or caused directly or indirectly by Business Associate, 
Business Associate' s employees, or agents in the performance of the

duties under this Agreement or any alleged negligent or intentional act, 

ATTACHMENT ...._ L......... 

PACE .... I.... OF .... 1. 0 ... PAGES



Business Associate Agreement
Page 8

omission or misrepresentation by Business Associate, Business
Associate's employees or agents, which act, omission or
misrepresentation is connected in any way with performance of the duties
under this Agreement. If it is necessary for purposes of resisting,
adjusting, compromising, settling, or defending any claim, demand, cause
of action, loss, damage, or liability, or of enforcing this provision, for City to
incur or to pay any expense or cost, including attorney's fees or court
costs, Business Associate agrees to and shall reimburse City within a
reasonable time. Business Associate shall give City notice of any claim,
demand, cause of action, loss, damage or liability within ten (10) calendar
days.

13. AM'BIGUITY. In the event of any conflict or ambiguity in this Agreement,
such ambiguity shall be resolved in favor of a meaning that complies and
is consistent with HIPAA, HIPAA Regulations, the HITECH Act and
California law.

14. COSTS. If there is any legal proceeding between the parties to enforce or
interpret this Agreement or to protect or establish any rights or remedies
hereunder, the prevailing party.shall be entitled to its costs and expenses,
including reasonable attorneys' fees and court costs, including appeals.

15. NOTICES. Any notice or approval required hereunder by either party shall
be in writing and personally delivered or deposited in the U.S. Postal
Service, first class, postage prepaid, addressed to Business Associate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Director, Health
Department. Notice of change of address shall be given in the same
manner as stated herein for other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made,
whichever first occurs.

16. WAIVER. The acceptance of any services or the payment of any money
by City shall not operate as a waiver of any provision of this Agreement, or
of any right to damages or indemnity stated in this Agreement. The waiver
of any breach of this Agreement shall not constitute a waiver of any other
or subsequent breach of this Agreement.

17. CONTINUATION. Termination or expiration of this Agreement shall not
affect rights or liabilities of the parties which accrued pursuant to Sections
7,12 and 14 prior to termination or expiration of this Agreement, and shall
not extinguish any warranties hereunder.

18. ADVERTISING. Business Associate shall not use the name of City, its
officials or employees in any advertising or solicitation for business, nor as
a reference, without the prior approval of the City Manager or designee.

19. THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to
or entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement.
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omission or misrepresentation by Business Associate, Business

Associate's employees or agents, which act, omission or

misrepresentation is connected in any way with performance of the duties
under this Agreement. If it is necessary for purposes of resisting, 
adjusting, compromising, settling, or defending any claim, demand, cause
of action, loss, damage, or liability, or of enforcing this provision, for City to
incur or to pay any expense or cost, including attorney' s fees or court
costs, Business Associate agrees to and shall reimburse City within a
reasonable time. Business Associate shall give City notice of any claim, 
demand, cause of action, loss, damage or liability within ten ( 10) calendar
days. 

13. AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, 
such ambiguity shall be resolved in favor of a meaning that complies and
is consistent with HIPAA, HIPAA Regulations, the HITECH Act and

California law. 

14. COSTS. If there is any legal proceeding between the parties to enforce or
interpret this Agreement or to protect or establish any rights or remedies

hereunder, the prevailing party, shall be entitled to its costs and expenses, 
including reasonable attorneys' fees and court costs, including appeals. 

15. NOTICES. Any notice or approval required hereunder by either party shall
be in writing and personally delivered or deposited in the U. S. Postal
Service, first class, postage prepaid, addressed to Business Associate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Director, Health

Department. Notice of change of address shall be given in the same
manner as stated herein for other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, 
whichever first occurs. 

16. WAIVER. The acceptance of any services or the payment of any money
by City shall not operate as a waiver of any provision of this Agreement, or
of any right to damages or indemnity stated in this Agreement. The waiver
of any breach of this Agreement shall not constitute a waiver of any other
or subsequent breach of this Agreement. 

17. CONTINUATION. Termination or expiration of this Agreement shall not
affect rights or liabilities of the parties which accrued pursuant to Sections
7, 12 and 14 prior to termination or expiration of this Agreement, and shall

not extinguish any warranties hereunder. 
18. ADVERTISING. Business Associate shall not use the name of City, its

officials or employees in any advertising or solicitation for business, nor as
a reference, without the prior approval of the City Manager or designee. 

19. THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to
or entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement. 

A17ACHMENT ...... ........... 

PAGE....` ..... OF. t y...... PAGES



Business Associate Agreement
Page 9

IN WITNESS WHEREOF, the parties hereto have caused these presents to be
duly executed with all of the formalities required by law as of the date first' stated herein.

(Q,1v1 \'I'C C Ii>fL; !IlL

_____ ,20_ By _

Title:, _

CITY OF LONG BEACH, a municipal
corporation

C~J~MlV--
City Manager or designee

By

"City"

The foregoing Agreement is hereby approved as to form this,"'l taay of

-!-:::!.1.L!.l!.L:3!LL:).::,-, 20 J\.
CHARLES PARKIN,~City Attorney

I /)il/ /,./ /
By p:~_~""",,-:~,~---,,'L=--'X~_;'_l/[~//("",,-__

I Deputy
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IN WITNESS WHEREOF, the parties hereto have caused these presents to be

duly executed with all of the formalities required by law as of the date first, stated herein. 

20

20— 

C Lb120

C. 
Name of Business Associate) 

0

Title: 

CITY OF LONG BEACH, a municipal

corporation

By a  } 

City Manager or designee

City" 

t
The foregoing Agreement is hereby approved as to form this ' day of

20ice. 

CHARLES PARKIN, City Attorney

41vBy
Deputy

r--- —' 
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2525 GRAND AVENUE • LONG BEACH. CALIFORNIA 90815 • (562) 5704000 • FAX: (562) 5704049

I
DEPARTMENT OF HEALTH AND HUMAN SERVICES

CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is
providing the certification as set out below:

1. The certification in this clause is a material representation of fact upon which
reliance was placed when this transaction was entered into. If it is later determined
that the recipient of federal assistance funds knowingly rendered an erroneous
certification, in addition to other remedies available to the Federal Government, the
department or agency with which this transaction originated may pursue available
remedies, including suspension and/or debarment.

2. The recipient of Federal assistance funds shall provide immediate written notice to
the person to which this agreement is entered, if at any time the recipient of Federal
Assistance funds learns that its certification was erroneous, when submitted or has
become erroneous by reason of changed circumstance.

3. The terms "covered transaction," "debarred," "suspended," "ineligible," "lower tier
covered transaction," "participant," "person," "primary covered transaction,"
"principal," "proposal," and "voluntarily excluded," as used in this clause, have the
meanings set out in the Definitions and Coverage sections of rules implementing
Executive Order 12549.

4. The recipient of Federal assistance funds agrees by submitting this document that it
shall not knowingly enter into any lower tier covered transaction with a person who is
debarred, suspended, declared ineligible, or voluntarily excluded from participation in
this covered transaction, unless authorized by the department or agency with which
this transaction originated.

5. The recipient of Federal assistance funds further agrees by submitting this document
that it will include the clause titled "Certification Regarding Debarment, Suspension,
Ineligibility and Voluntary Exclusion - Lower Tier Covered Transactions," without
modification, in all lower tier covered transactions and in all solicitations for lower tier
covered transactions.

6. A participant in a covered transaction may rely upon a certification of participant in a
lower tier covered transaction that it is not debarred, suspended, ineligible, or
voluntarily excluded from the covered transaction, unless it knows that the
certification is erroneous. A participant may decide the method and frequency by
which it determines the eligibility of its principals. Each participant may, but is not
required to, check the list of parties excluded from procurement or non-procurement
programs.

7. Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this

A.r:I-~ME;NT •••••••t .
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CITY OF, LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

2525 GRAND AVENUE ® LONG BEACH, CALIFORNIA 90815 + ( 562) 570 -4000 o 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 determined

that the recipient of federal assistance funds knowingly rendered an erroneous
certification, in addition to other remedies available to the Federal Government, the

department or agency with which this transaction originated may pursue available
remedies, including suspension and/ or debarment. 

2. The recipient of Federal assistance funds shall provide immediate written notice to

the person to which this agreement is entered, if at any time the recipient of Federal
Assistance funds learns that its certification was erroneous, when submitted or has

become erroneous by reason of changed circumstance. 

3. The terms " covered transaction," " debarred," " suspended," " ineligible," " lower tier

covered transaction," " participant," " person," " primary covered transaction," 

principal," " proposal," and " voluntarily excluded," as used in this clause, have the

meanings set out in the Definitions and Coverage sections of rules implementing
Executive Order 12549. 

4. The recipient of Federal assistance funds agrees by submitting this document that it
shall not knowingly enter into any lower tier covered transaction with a person who is
debarred, suspended, declared ineligible, or voluntarily excluded from participation in
this covered transaction, unless authorized by the department or agency with which
this transaction originated. 

5. The recipient of Federal assistance funds further agrees by submitting this document
that it will include the clause titled " Certification Regarding Debarment, Suspension, 
Ineligibility and Voluntary Exclusion — Lower Tier Covered Transactions," without

modification, in all lower tier covered transactions and in all solicitations for lower tier
covered transactions. 

6. A participant in a covered transaction may rely upon a certification of participant in a
lower tier covered transaction that it is not debarred, suspended, ineligible, or

voluntarily excluded from the covered transaction, unless it knows that the
certification is erroneous, A participant may decide the method and frequency by
which it determines the eligibility of its principals. Each participant may, but is not
required to, check the list of parties excluded from procurement or non - procurement
programs. 

7. Nothing contained in the foregoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this
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CERTIFICATION REGARDING DEBARMENT
Page 2

clause. The knowledge and information of a participant is not required to exceed
that which is normally possessed by a prudent person in the ordinary course of
business dealings.

8. Except for transactions authorized under Paragraph 4 of these instructions, if a
participant in a covered transaction knowingly enters into a lower tier covered
transaction with a person who is suspended, debarred, ineligible, or voluntarily
excluded from participation in this transaction, in addition to other remedies available
to the Federal Government, the department or agency with which the transaction
originated may pursue available remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24
CFR Part 24 Section 24.510, Participants' Responsibilities require this certification.

1. The recipient of Federal assistance funds certifies that neither it nor its
principals are presently debarred, suspended, proposed for debarment,
declared ineligible, or voluntarily excluded from participation in this
transaction by any Federal department or agency.

2, Where the recipient of Federal assistance funds is unable to certify to any
of the statements in this certification, such participants shall attach an
explanation to this document.

Agreement Number: _
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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. 

5. 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. 

Z Where the recipient of Federal assistance funds is unable to certify to any
of the statements in this certification, such participants shall attach an
explanation to this document. 

Agreement Number: Contract Agency: 
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I H
DEPARTMENT OF HEALTH AND HLJMAN SERVICES

252.5 GRAND AVENUE • LONG BEACH, CALIFORNIA 90815 • (662) 570-4000 • FAX: (562) 670-4049

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/subconnactors acting on behalf of the.
Contractor to fully comply with Federal Lobbyist Requirements shall be subject to civil
penalties. The undersigned certifies, to the best of his/her knowledge and belief, that:

1. No Federal appropriated funds have been paid or will be paid. by or on behalf of the
undersigned. to any person for influencing or attempting to influence an officer or
employee of an agency. a Member of Congress. an officer or employee of Congress,
or an employee of a Member of Congress in connection with the awarding of any
. Federal contract, the making of any Federal grant, loan or cooperative agreement;
and any extension, continuation. renewal. amendment or modification of said
documents.

2. If any funds other than Federal appropriated funds have been paid or will be paid to
any person for influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress. or an employee
of a Member of Congress in connection with this Federal contract, grant, loan. or
cooperative agreement, the undersigned shall complete and submit Standard Form-
LLL "Disclosure Form to Report Lobbying" in accordance with its instructions.
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C17Y OF LONG BEACH
DEPARTMENT OF HEALTH AND HUMAN SERVICES

2625 GRAND AVENUE ® LONG BEACH, CALIFORNIA 90816 ® ( 662) 670 -4000 . FAX: ( 562) 570 -4049

CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm( s), as defined in the Los Angeles County Code Chapter
2. 160 ( ordinance 93- 0031), retained by the Contractor, shall fully comply with the
requirements as set forth in said County Code. The Contractor must also certify in writing
that it is familiar with the Los Angeles County Code Chapter 2. 160 and that all persons
acting on behalf of the Contractor will comply with the County Code. 

Failure on the part of the Contractor and /or Lobbyist to fully comply with the County's
Lobbyist requirement shall constitute a material breach of the contract upon which the City
of Long Beach may immediately terminate this contract and the Contractor shall be liable for
civil action. 

The Contractor is prohibited by the Department of Interior and Related Agencies
Appropriations Act, known as the Byrd Amendments, and the Housing and Urban
Development Code of Federal Regulations 24 part 87, from using federally appropriated
funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or any employee of a
Member of Congress in connection with the awarding of any Federal contract, the making of
any Federal grant, loan or cooperative agreement, and any extension, continuation, 

renewal, amendment or modification of said documents. 

The Contractor must certify in writing that they are familiar with the Federal Lobbyist
Requirements and that all persons and /or subcontractors acting on behalf of the Contractor
will comply with the Lobbyist Requirements. 

Failure on the part of the Contractor or persons /subcontractors acting on behalf of the. 
Contractor to fully comply with Federal Lobbyist Requirements shall be subject to civil
penalties. The undersigned certifies, to the best of his /her knowledge and belief, that: 

No Federal appropriated funds have been paid or will be paid, by or on behalf of the
undersigned, to any person for influencing or attempting to influence an officer or
employee of an agency, a Member of Congress, an officer or employee of Congress, 
or an employee of a Member of Congress in connection with the awarding of any
Federal contract, the making of any Federal grant, loan or cooperative agreement; 
and any extension, continuation, renewal, amendment or modification of said
documents. 

2. If any funds other than Federal appropriated funds have been paid or will be paid to
any person for influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or an employee
of a Member of Congress in connection with this Federal contract, grant, loan, or
cooperative agreement, the undersigned shall complete and submit Standard Form® 
LLL "Disclosure Form to Report Lobbying" in accordance with its instructions. 
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CERTIFICATION REGARDING LOBBYING
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3. The undersigned shall require that the language of this certification be included in
the award documents for all sub-awards at all tiers (including subcontracts, sub-
grants, and contracts under grants, loans, and cooperative agreements) and that all
sub-recipients shall certify and disclose accordingly.

4, This certification is a material representation of fact upon which reliance was placed
when this transaction was made or entered into. Submission of this certification is a
prerequisite for making or entering into this transacnon 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: _

Name a d Title of Authorized Representative:~~~~::6;~
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31ERTIFICATION REGARDING LOBBYING

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: Contract Agency: 
o- 

Name ar,id Title of Authorized Representative: 
ra
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