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CONTRACT FOR SOCIAL SERVICES

31442

THIS CONTRACT FOR SOCIAL SERVICES (this “Contract”) is made and

entered, in duplicate, as of October 29, 2009 for reference purposes only, pursuant to a
minute order adopted by the City Council of the City of Long Beach at its meeting on
October 13, 2009, by and between CHILDREN'S DENTAL FOUNDATION DBA
CHILDREN'S DENTAL HEALTH CLINIC, a California nonprofit corporation
("Organization”), with offices located at 455 East Columbia, 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 human and social
services to very low, low and moderate income residents of the City; and

WHEREAS, as part of the Grant Agreement (“Grant Agreement”), the City
is required to enter into subcontracts with organizations that provide human and social
services to very low, low and moderate income residents of the City and the City has
selected Organization as a sub-recipient of grant funds; and

WHEREAS, Organization provides human or social services to very low,
low and moderate income residents of the City; and

WHEREAS, the City wishes to support these services by providing Social
Service Grant Program funds; and

WHEREAS, the City Council has authorized the City Manager to enter into
a contract with Organization that provides the grant funding within a maximum amount
and program accountability by the City; and

WHEREAS, Organization agrees to perform services and to provide the
City with the information and supporting documentation required herein;

NOW, THEREFORE, in consideration of the terms and conditions
contained in the Contract, the parties agree as fbllows:

Section 1.  The above recitals are true and correct and are incorporated
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in the Contract.
Section 2.
A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
entitled “Office of Management Budget (OMB) Circular A-110", Attachment “D”
entited OMB Circular A-122”, Attachment “E” entitled “OMB Circular A-133",
Attachment “F” entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G”
entitled “Certification of Debarment’, and Attachment “H” entitled “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.
B. Organization shall adhere to all policies, procedures, rules
and regulations established by HUD and sources including but not limited to the
OMB Circulars, Code of Federal Regulations, United States Codes, City of Long
Beach Grants Monitoring Guidelines, this Contract, 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 Department of Community Development, Neighborhood
Services Bureau. 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
570.
Section 3. The terms of this Contract shall commence at midnight on
October 1, 2009, and, unless sooner terminated as provided herein, shall terminate at
11:59 p.m. September 30, 2010.
Section 4.

A Organization shall affirmatively and aggressively use its best
2
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efforts to seek and obtain all possible outside funding and in-kind cash match at a
dollar for dollar rate of funds received from the City under this Contract. 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 Fifteen Thousand Dollars ($15,000.00) over the term
of this Contract. These funds shall be used to provide services within the City of
Long Beach. 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 Community Development, Neighborhood Services
Bureau, or his designee, make adjustments within and among the categories of
expenditures in Attachment “B” and modify the performance to be rendered
hereunder stated in Attachment “A”; provided, however, that such adjustment(s) in
expenditures 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 provided services. Organization shall attach cancelled checks and
other documentation supporting the charges and the amount of required matching
funds to each invoice. Failure to submit an invoice and its accompanying
documentation within the 15-day period may result in late payment 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
3
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Disallowed Cost Report is intended 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 other 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. Within thirty (30) days of the date of this Contract first stated
herein, Organization shall submit to the City invoices, cancelled checks and other
documentation supporting the charges incurred and required matching funds for all
expenses incurred prior to the date of this Contract and related to this grant of
funds.

F. 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, and Capers
certified by one of Organization's officers or by its Executive Director. The City
reserves the right to refuse payment of any outstanding invoice if Organization
fails to submit a final invoice and reports within fifteen (15) days of the end of the
Operational Year.

G. 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
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and reports within fifteen (15) days after the end of the Operational Year may
result in loss of reimbursement of funds.

H. 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 by the City.

l. All reimbursement by the City is contingent upon the City’s
receipt of funds from HUD. The City reserves the right to refuse payment of an
invoice until such time as it receives funds from HUD sufficient to cover the
expenses in the invoice.

Section 5.

A. Organization's records relating to the performance of this
Contract shall be kept in accordance with generally accepted accounting principles
and in the manner prescribed by the City. Organization’s records shall be current
and complete. The City and HUD, and their respective representatives, shall have
the right to examine, copy, inspect, extract from, and audit financial and other
records related, directly or indirectly, to this Contract during Organization’s normal
business hours to include announced and unannounced site visits during the term
of the Contract and thereafter. If examination of these financial and other records
by the City and/or HUD reveals that Organization has not used these grant funds
for the purposes and on the conditions stated in this Contract, then Organization
covenants, agrees to and shall immediately repay all or that portion of the grant
funds which were improperly used. If Organization is unable to repay all or that
portion of the grant funds, then 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
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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 said representative.

C. If Organization spends $500,000 or more in Federal funds in
an Operational Year, then Organization shall submit an audit report to the City in
accordance with OMB Circular A-133 no later than thirty (30) days after receipt of
the audit report from Organization’s auditor or no later than nine (9) months after
the end of the Operational Year, whichever is earlier. If Organization spends less
than $500,000 in Federal grant funds in an Operational Year, submission of the
audit report is optional.

Section 6.

A. In the performance of this Contract, Organization shall not
discriminate against any employee, applicant for employment or service, or
subcontractor because of race, color, religion, national origin, sex, sexual
orientation, gender identity, AIDS, 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
6
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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 7.

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, benefits or privileges of City employees.

Section 8. 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 the City. Any attempted assignment or delegation shall be void, and
any assignee or delegate shall acquire no right or interest by reason of such attempted

assignment or delegation.
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Section 9.  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 10.

A. Organization shall procure and maintain at Organization’s
expense (which expense may be submitted to the City for reimbursement from
grant funds allocated to Organization if itemized on Attachment “B”) for the
duration of this Contract the following insurance and bond against claims for
injuries to persons or damage to property that may arise from or in connection with
the performance of this Contract by Organization, its agents, representatives,
employees, volunteers or subcontractors.

| (1) Commercial general liability insurance (equivalent in
scope to ISO form CG 00 01 11 85 or CG 00 01 11 88) 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
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contractors liability, and products and completed operations liability. The
City, its Boards and Commission, and their officials, employees and agents
shall be named as additional insureds by endorsement (on 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 (60%) of the total amount to be disbursed to Organization
hereunder or Twenty-five Thousand Dollars ($25,000), whichever is less, to
safeguard the proper handling of funds by employees, agents or
representatives of Organization who sign as the maker of checks or drafts
or in any manner authorize the disbursement or expenditure of said funds.

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

Organization's Commercial General Liability insurance shall not exclude coverage for
abuse and molestation. If Organization is unable to provide abuse and molestation
coverage, it can request a waiver of this coverage from the City. The City’s Risk

Manager will consider waiving the requirement if Organization can demonstrate to the

9
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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 Community Development, Neighborhood Services
Bureau, 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 hereunder
maintain insurance in compliance with this Section unless otherwise agreed in
writing by the City's Risk Manager or his/her designee.

D. Prior to the start of performance or payment of first invoice,
Organization shall deliver to the City certificates of insurance and required
endorsements for approval as to sufficiency and form. The certificate and
endorsements for each insurance policy shall contain the original signature of a
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
10

L.T:bg A0S-03583
L\Apps\CtyLaw32\WPDocs\D012\P010\00186538. DOC




O ©O© 0o N O o b LW N -

O T N N G G ¢
g A W N -

OFFICE OF THE CITY ATTORNEY
ROBERT E. SHANNON, City Attorney
Long Beach, CA 90802-4664

333 West Ocean Boulevard, 11th Floor
N N N N N N N N - - -
~J (0)] ()} E-N w N —_ o © (0] ~

N
(o]

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 his/her designee during normal business hours all
books, records and other information relating to the insurance coverage required
herein.

E. Any modification or waiver of the insurance requirements
herein 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 11.

A. 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.

B. Organization shall not commence services until the City's
Department of Community Development, Neighborhood Services Bureau has
completed an environmental review under 24 CFR Part 58.43(a), and Organization
shall not commence such services until the City informs Organization of the
completion and conditions of said environmental review.

C. Organization shall provide reports as required by the City and
11
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HUD and as required herein.
D. In addition to, and not in substitution for, other terms of this
Contract regarding the provision of services, 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 housing
or related supportive services only on the basis of religion or 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) The portion of the facility used for housing or
supportive services only assisted in whole or in part under this Contract or
in which services are provided that are assisted under this Contract shall
contain no sectarian religious symbols or decorations.

E. Organization shall provide human or social services to very
low, low and moderate income residents of the City 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
12
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(2) Other federal, state and local private assistance
available for such individuals, including mainstream resources.

F. Organization certifies that it will comply with all documents,
policies, procedures, rules, regulations and codes identified in Sections 2 and 11
of this Contract, and such other requirements as may from time to time be
promuigated by HUD.

G. Organization shall execute a Certification Regarding
Debarment in the form shown on Attachment “G”.

H. Organization shall execute a Certification Regarding Lobbying
in the form shown in Attachment “H”.

Section 12. Organization certifies that it has established a Drug-Free
Awareness Program in compliance with Government Code Section 8355, that it has
given a copy of said Program to each employee who performs services hereunder, that
compliance with the Program is a condition of employment, and that it has published a
statement notifying employees that unlawful manufacture, distribution, dispensation,
possession or use of a controlled substance is prohibited and action will be taken for
violation.

Section 13. 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 Organizations’ budget, requests
for changes to Organization’s application for grant funds and requests for changes to
Organization’'s Technical Submission.

Section 14. 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 444 W. Ocean Blvd., Suite 1700, Long Beach, California 90802
13
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Attn: Manager, Department of Community Development, Neighborhood Services Bureau,
and to Organization at the address first stated herein. 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 herein
for other notices.

Section 15. 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
designee in connection herewith shall be final.

Section 16. Organization shall have the right to terminate this Contract at
any time for any reason by giving thirty (30) 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 17. 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 18. 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 19. This Contract shall be governed by and construed pursuant to
the laws of the State of California, without regard to conflicts of law principles.

Section 20. In the event of any conflict or ambiguity between this Contract
and one or more attachments, the provisions of this Contract shall govern.

1
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IN WITNESS WHEREOF, the parties have caused this document to be duly

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

CHILDREN’'S DENTAL FOUNDATION
DBA CHILDREN’S DENTAL HEALTH
CLINIC, a California nonprofit.corporation

ANaveshbir 275 , 2009 By,_@éq/{:/

—President Execdtive Divedhd

fohn L Blake , DDS
Type or Print Name

, 20 By

Secretary

Type or Print Name
“Organization”

CITY OF LONG BEACH, a municipal

corporation
" Assistant City Manager
Pfc X , 2097 By g:»’N

City Manager
EXECUTED PURSUANT
“City” TO SECTION 301 OF
THE CITY CHARTER
This Contract is approved as to form on /y,/ 22 , 20Q7
ROBERT E. SHANNON, Attorne
By .
Deputy
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ATTACHMENT “A”




City of Long Beach
Social Service Grant (SSG) Program 2009-2010
Scope of Work

AGENCY NAME: Children's Dental Health Clinic CONTRACT NUMBER:

PROGRAM OBJECTIVE: to provide comprehensive, culturally sensitive dental care and oral health education to children from low income families
residing within the City of Long Beach

S B

Cumulative Actual Cumulative Actual Cumulative Actual Cumulative

= Y il o R ST e
1. At least 315 underserved patients of Long Beach City will have

successfully been provided with treatment at the CDHC. 315

2. Atleast 315 underserved patients of Long Beach City will have
been given oral health instruction, demonstration of proper oral
hygiene techniques, and be provided with oral health kits and 315
educational brochures.

3. 75% of these patients will have completed their treatment, based
on their charted treatment plan.

236
4 80% of these patients will have demonstrated understanding of
good oral hygiene practices at their next visits after receiving
education.
252

Total Unduplicated Clients Served: 315

Attachment "A"
Signature Page 1 of 1

S5G Scope of Work 09-10 Contract 1172312009, 8:47 AM
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Program Budget for

Social Services Grant Program 2009-2010
AGENCY: Children's Dental Health Clinic City Contract #

CITY OF LONG BEACH

ITEM/PERSONNEL

ALLOCATION BUDGET JUSTIFICATION

Assists Dentist. Check patient arrival status, review chart for proper consent forms,
adequately setup various procedures and instruments for dentist, clean area once
procedure has concluded, assist dentist with patient management and monitor patient
under pre-medication sedation. Assist Dentist, Director of Operations, Executive

Pediatric Dentist $  7.560.00 director, and the Dental Director with operations of the Clinic.
Provides treatment. Follows Clinic Policies and Procedures of the CDHC, regarding
sterilization, infection control, and disaster plan. Treats patients in accordance to the
guidelines of the American Academy of Pediatric Dentistry and the USC Clinical

| 2 Registered Dental Assistants (RDA) $  7,440.00 |Guidelines.

Signature

SSG Program Budget 09-10Contract

TOTAL PERSONNEL $15,000 Total Personnel to be Reimbursed
OPERATIONS
TOTAL OPERATIONS $0

Total Operations to be Reimbursed

Attachment "B"
Page 1 of 1

11/23/2009
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PARTS 200-214 {RESERVED]

PART 215—UNIFORM ADMINISTRA-
TIVE REQUIREMENTS FOR GRANTS
AND AGREEMENTS WITH INSTITU-
TIONS OF HIGHER EDUCATION,
HOSPITALS, AND OTHER NON-
PROFIT ORGANIZATIONS (OMB
CIRCULAR A-110)

Subpart A—General

Purpose

Delinitons.

Effect oL othier 1SSuanses
Devialions.

Subawards

Subpar B—FPre-Award Reguirements

215.1¢ Furpose.

21£.11 Fre-2warl Policies.

215 1% Forme {or appiyving for Federal assist-
ELUE.

2.5.15 Debarment and suspension

20,14 Special awarg condltions

2LE.35 Meiric sysiemn of measuremant.

21f.16 FResource Conservation and Recovery
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21517 Certifications anf Tepresentations.
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.42 Recipieni responsibilities
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21548 Competltion.
215 44 Procurement procedures
21545 (005t 2nc price analysis.
01546 Procurement recoras.
21547 Contract eSmimsirasion
215 48 Coniract provisicns
REFORTE ANL ELECORDS
215 50 Furpose of reports anté records.
215.51 Monitoring and TEPUTLing PrOgTAI
performance.
21852 Finbancikl reporiing.
212,55 Relention aAnd access reguiremsnts

{or recoras.

TERMMINATION ANL ENFORCEMENT

21560 Purpose of termicaiiorn znd enforce-
ment

215.61 Termination.

216 82 Eniorcement.

Subpan D—Afier-the-Awaid Reguremenis

21510 Furpose.
1571 Closeoul procedires.
21572 Bubsequnent ad)uSiments and  ooL-

winning responsinilities,
21812 Collestion of ernounts Gue.
LPPENDTY £ TC FPART 216—0OWTRACT TROVI-
SIONE
AUTHORYTY: 83 U.8.C. 50%, 31 U.E.C. 1111, 4
U.E.C. 40, Heorganization Plan No. 2 of 1870
E.C. 31341, 36 TR 10737, 2 CFR, 1966~1870, 1
93¢
SOURCE. 8 FR 26281, WMay ii.
Opherwise noved.

2004, uniess

£215.0 About this part.

() Purpose. This part comtaing OME
guianve Lo Federal agencies or the ad-
ministration of grants Lo and agree-
mente with 1nsuiohtions of Righer edu-
cation. hospitals, ané other non-profit
organizations. The puidance sets forth
standards obtaining cOnNsisiency
&nd wniformity in the agenciss’ admin-
1B8Lranon of those grants anté Agree-
IETLE.

(D) Applhccodily. (1) Except
videl nierein. che standards
TIiE part &re appilCenie U
zgencier  If any stailue speCifically

for




Aan o S]L":':'L‘.-ﬁf reduara-
m nat diffar from she ziyandards
provided 1n ohis pard, he provisions of
L= stasute shall govern

{2y The provisions of subparis A
ihrourh D oof this pars shall be applied
by Faderal agencies to recipients Re-
cipients shall apply the provisions of
those subparts to subrecipients per-
forming substantive work under granis
and agreements thaf are Dpassed
through or awarded by the primary re-
cipient, if such subrecipients are orga-

ications deseribed in paragraph {a) of
shis section.

{2) This pars does not apply te grants,
contracts, or other agreements be-
twean ihe FPFederal Covernment and
units of State or local governments
coversd by OMEB  Circuiar A-102,
“Grants and Cooperafive Agreements
with State and Local Governments’!
and the Federal agencies' grants man-
agament common rule (see §216.5)
which standardize the adminigtrative
requirements Federal agencies impose
on State and local grantees. In addi-
tion, subawards and contracts to State
ar local governments are not covered
hy this part. However, this part applies
to subawards made by State and local
rovernments o organizations covered
by this part.

(4) Federal agencies may apply the
provisions of subparts A through D of
this part to commercial organizations,
foreign governments, organizations
under the jurisdiction of foraign gov-
arnments, and international organiza-
tions.

{c) OMB responsibilitics. OMB is re-
sponsible for:

{1) Igsuning and meintaining the guid-
ance in this part,

(2} Interpreting the policy reguire-
ments in this part and providing assist-
ance Lo ensure effective and efficient
implementation.

{3) Reviewing Federal agency regula-
tions implementing the guidance in
this part, as required by Executive
Order 12866.

(4) Granting any deviations to Fed-
eral apencies from the guidance in this
part, as provided in §215.4. Exceptions
will only be made in particular cases

'Sae 5 CFR 1310.8 for aveilability of OMB
circulars

2 CFR Ch. It (1-1-0% tdition)

where adeguste justification s pre-
senved.

) Conducting oroad
govarnment-wide compliance with the
sujidance in this pard

(hy Federal agency responsibifities. The
nead of each Federal apency thas
awards and administers grants and
agreements subject to the guidance in
this part is responsible for:

(1) Implementing the guldance in
subparts A through D of this part by
adopting the language in these sub-
parts unless different provisions are re-
guaired by Federal statute or are ap-
proved by CMEB.

(2) Ensuring that the agency’s com-
ponents anhd subcomponents comply
with the agency's implementation of
the guidance in subparts A through D
of this part.

(3) Requesting approval from OMB
for deviations frem the guidance in
subparts A through D of this part in
situations where the guidance requires
that approval.

(4) Performing other functions speci-
fied in this part.

(e) Relationship fo previous issuance.
The puidance in this part previously
was issued as OMB Circalar A-110. Sub-
parts A through D of this part contain
the puidance that was in the attach-
ment o the OMB circular. Appendix A
Lo this part contains the guidance that
was in the appendix to the attachment.

(f) Information Contact. Further infor-
mation concerning this part may be ob-
tained by contacting the Cffice of Fed-
eral Financial Management, Office of
Managernent and Budget, Washington,
DC 20503, teiephone (202) 395-3993.

(g) Termination Review Date. This part
will have a policy review thrse years
from the date of issuance,

ey et P s
guarsiohin of

Subpar A—General

§215.1 Purpose.

This part establishes uniform admin-
istrative reguirements for Federal
rants and agreements awarded to in-
stitutions of higher education, hos-
pitals, and other non-profit organiza-
tions. Federal awarding agencies shall
not impose additional or inconsistent
requirements, except as provided in
£2156.4, and §215.14 or unless specifically
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L 215.2  Definitions.

fa: Accrued expenditures means the
chaIfes incurred Ly the recipient Gur-
iLF 2 Eivenl periof requiring the provi-
sion of {unds for:

iy Goode and other tenginle propervy
recelved;

i2; Servicet performed by empLoyess,
conoractors, subreciplents. and ocher
pa,\rr;es; and,

{3; Otner amounts becoming owed
under programs for wnich nc current
services or periormance is required

(b Accried income Imezne the sum ol

‘17 Earnings during a given period
irom:

{1, Bervices performeC by the recipi-
ent, and

{11y Goods and other Langible progp-
erty delivered to purchasers, and

(27 Amounts becoming owed to ihe
recipient for whick no current services
or pericrmance is required by tne re-
cipient.

{C; Acguisition €05t 0 equipment Ieans
the net involce price of the eghipment,
ineiading the cost of modifications, at-
vechments, accesscries, or auxiliary
apparatlls LEecessary Lo Make the prop-
ervy usabie for the purpose Jor which iv
was acguired. Other charges, suck ac

the cost of installation, transporiation,
LeEes, duly or protective in-transii in-
surance, skall be included or sxciuded
from the unit agouisiziorn cost in ac-
cordance with the recipient’s regular
aGLOGTIUINE Pracuices.

td: Adwvence means a pavimenl rnade
by Treasury check or other appropriate
pevment mechanism Lo a reciplent
upon ite reguest either pefore outlaye
are made by the recipient or through
the use ©f predetermined payment
schednlies.

(e Awerd meeans financial azssistance
2% Provides support or stimulation to
cLormnplish & public parpose. AwWards
1clude granis and oTther agreements in
£ form of money ol properyy it Liea
money Dy the Federal Government
al, eligible recipient The jerin doses
WOT inciide LeChnica! ass;st.zmce

‘hick  provides  serviges instead  of

e
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§21E.2
ey Olher @WSELELARLGE L1 LLe 1o ol
JLANE  0aI FLAIaDLEES, LLLeresSl s4b

gidies Or insuralse, direct DY T ol
cy Einé ve indiviguals: ang, coniracls
which are reguiret LW D¢ enlels¢ 1DLO
anf alminisieret under
laws anc regulieations

Iy Cesk cominibuTiond mezns Une re-
cipient's cask outlay, including tne
putlay of money counurisuted Lo The Te-
¢ip:ent Dy TLIrd parvies

gy Closeow? mesns Lhe process Dy
which 2 FeGeral awarding agency de-
termines that all applicable adminis-
rative actions and all required work of
the awaré have been complesed Ly the
recipient and Federal awarding agency

(n) Contract means & DProourement
sontract under an award or subaward
and & p‘onurr:ment subcontract under a
recipient’s or subreciplent’s comtract.

{1; Cost sharing ©r Mmoighing means
that portion of project or Program
cOsts not borne by the Federal Govern-
ment.

) Doie of complelion means the date
on which all work under an award 1s
completed or tne date on the award
docwment, or any supplement or
amendment tniereto, or. which Federal
SPOLRBOTShiy ends.

{i) Insollowed costs IMeans  those
charges to &n award that the Federal
awarding agency determines 10 be un-
allpwable, 1n accordance with the ap-
plicable TFederal cost principles or
orlier terme and conditions contalned
in the award

(1) Eguipmen! Mmeans langible non-
expendable personal property 1ncluding
erxempt property chargedé directly o
the award having a usefu) lile of more
than one vear and an acguisiticn cost
of $5,000 or more per unii. However,
consistent with recipient policy. lower
Limnits mey be established

() Ezces: preoperiy Mmeans Droperty
under the control of any Federaz]
awarding zgency thal. as aeberminszd
by The head thereof, i no longer re-
quired {or ite needs or the discharge of
ite responsibilities

(1) Emempt properiy means Langible
PErEDLal property acgaired i whole or
in part with Federal funds, where the
Pedera: awarding agency Las STATULOTY
AUTHOriLY UL vesy tivle n The regipient

Procurerment
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§21

vrithout jurther ohligasior to ohe Fad-
aral Government. An example of ex-
=11py propersy anthorliy s contained
in the Mudara) Grant and Cooperative
Agreaement Act (31 U.S.C. (308), for
property acquired under an award o
conduct bagic or appiied research by z
non-profit institution of hirgher edu-
cation  or non-profit organization
whose principal purpose is conducting
scientific research.

(0} Federal owarding agency means
the Faderal agency that provides an
award to the recipient.

(p) Federal funds authorized means the
total amount of Federal funds obli-
geted by the Federal Government for
use by the recipient. This amount may
include any authorized carryover of on-
ohligated funds from prior funding pe-
riods when permitted by agancy regula-
tions or agency implementing instruc-
vions.

(q) Federal share of real property,
equipment, or supplies means that per-
centage of the property’s acquisition
costs and any lmprovernent esxpendi-
sures paid with Federal funds.

{ry Funding period means the period of
time when Federal funding is available
for obligation by the recipient.

{8) Intungible property and debl instru-
menis means, but is not limited to,
trademarks, copyrights, patents and
patent applications and suck property
25 loans, notes and other debt instra-
ments, lease agreements, sfock and
other instruments of properiy owner-
ship, whether considered tangible or in-
tangibie.

(t) Obligations means the amounts of
orders placed, contracts and grants
awarded, services received and similar
sransactions during a given period that
reguire payment by the recipient dur-
ing the same or a future period.

(uy Qubluys or erpenditures means
charges made %0 the project or pro-
cram. They may be reported on a cash
or accrual basis For reporte prepared
on a cash basts, ovtlays are the sum of
cash disbursements for direct charges
for goods and services, the amount of
indirect expense charged, the value of
third party in-kind contributions ap-
plied and the amount of cash advances
and payments made to subrecipients.
For reports preparsd on an accrnal
hasig, ouftlays are the sum of cash dis-

2 CFR Ch.§ {1-1-06 Zdition)

bursemenue for direct charges for goods
and services, the amount of indirecy ex-
pense Incurred, the value of ip-kKind
contributions applied, and tShe nst in-
crezse (or decrease) in che amounss
owaed by the recipient for goods and
other property received, jor services
nerformed by emplovess, contrachors,
suhrecipients and other pavees and
other amounis becoming owed under
programs for which no current services
or perfermance are required.

(v) Personal property means propervy
of any kind except real property. Iu
may be sanglble, having physical exist-
ence, or intangible, having no physical
existence, such as copyrights, patents,
or aeturities.

(w) Prior approvel means written ap-
proval by an authorized official svi-
dencing prior consent.

{(x} Program income means gross in-
come sarned by the recipient fhat is di-
rectly generated by a supported activ-
¢y or earned as a result of the award
{see exclusions in §215.24(e) and {(h)).

“Program Income includes, but is nat

42

Hmited to0, Income from fees for serv-
{ces performed, the use ar rental of real
or personzl property acquired under
federaltly-funded projects, the sale of
commodities or items fabricated under
an award, license fees and royalties on
patents and copyrights, and interest on
loans made with award funds. Interest
earned on advances of Federal funds is
not program income. Except as other-
wise provided in Federal awarding
agency regulations or the terms and
conditions of the award, program in-
come does not lnclode the receipt of
principal on loans, rebates, credits, dis-
counts, stc., or interest sarned on any
of them.

fv) Project costs means all allowable
costg, as set forth in the applicable
Federsl cost principles, incurred by =
recipient and the value of the contribu-
tions rmade by {hird parties in accom-
plishing the objectives of the award
during the project pericd.

{z) Project period means the period es-
tablished in the award document dur-
ing which Federal sponsorship begins
and ends.

fz.a) Property rneans, unless otherwise
stated, real property, equipment, in-
tangible property and debt instru-
ments.

ATTACHMENT . O
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OWE Cucuiars and Guioance

Tbis Ko proneriy mesnE jenl nLooul-
ing pend JnLprovemeniE, SLTUCTUI d
LTI ALGEE  Thersut, bual
movable machinery and squipment

.cey Reapen: mesns &L Grganizailon
reselvIng financial assishehle GITSCUIY
irom Federal awarding afencles e
¢arry oot & pre)ect or program. The
term Includes public and privaie insti-
tullons of mgher sducation, public znd
private hospitals, end other guasi-put-
lic and privabe noL-profiit organlzatlons
sach as, but not limited to, cormnmmnunity
asli0n  Agencies, reseadrch 1nsvitutes,
educational assoclaiions. and hesalth
centers. The term may inciude com-
merclal organizations, forelgn or inver-
national organizations (suchk as agen-
cies of the United Nations; which are
recipients, subrecipients, Or contrac-
tore or subconiraciors of recipients or
subreciplents zt the discretion of the
Federal awarding agency. The term
does ot include government-owned
contracior-operated facilities or re-
ssarch centere providing continued
support for mission-oriented, large-
seale progreDne that Bre govVernmeni-
ownet or conurolled, or are designated
55 federeliv-funded research ané devel-
opment centers.

(ad; Research and development means
zl) research acwmvities, Doth basic and
applied, and all development activities
thet are supporied at universities, col-

o

ang

leges, and other non-profit institu-
viong. 'Research' is defined as & sys-

temesic study dirscted toward fulier
scientific knowielge or undsrsianding
of the subject studied. “Development”
iz the systematic use of knowledge and
understaniing gained {rom research di-
reched toward the production of useful
rnaterials, Gevices, SYSLETNE, O meth-
ods, including design and development
0! provotypes and processes. The term
research aigo 1ncludes acpivities in-
veiving the training of individuals in
TesSRPCT LEChTIGUes WRETE such activi-
ties utilize the same facilities as other
research  and development activities
and whers puch activiiies are not in-
ciuded in vhe instruction funciion.
{ge) Smell agwards means a Erant
nocperative agreement not exceeding
the small purchase thresholif fixed at

ool

T

4> U &5 C 40311y scurrentcly §25,000;
I Subeward means an award of Ii-
nehoiyl  esSstance in pne  ferm of

grclutss’

I

[y

[

munel Ul Ler Ly
Mels LLdel &l awall
= eligioie gubrecibhislii
T#nivlenl LG & Jower
The termr includes finan
whnel provided Dy &by ik

ever, 17 the wgreement & celised a Coi-
wracht, butl does not 1nelnde progure-
ment ol goods and servives nor qoes
imclade any form of assistance whick
excluded irom  the Adsfinition
Caward' in {218 2{e;

\EE; Subrecipient means the iegal enti-
Ly ¢ wnich a subaward made anc
which is accountabie 1o the reciplent
for the use of the funds provided The
term meay inciude {foreigr. or inter-
nationzl orgarizations ;such ze agen-
of the United WNations) at The dis-
cretion of the Federal awarding agon-
oy

(nh; Supplies means all personal prop-
erty excluding eguipment, wntangivle
propervy, ahd debt instruments as ge-
fined in this sectlon, znd 1nventions of
a contracbor concelved or first actually
reduged ve practice in the performance
of work under funéing agreeméent
{Usubiect inventions”), as ¢efined in 27
CFR part 401, “Righis to Inventione
Wade by Nonprofly Urganizzlions anc
Small Business Firms Under Govern-
ment Granis, Contracte, ané Coucpera-
wve Agresments.’’

(i) Suspensipn IMeals &n Actlon ¥ a

1oLl DI TROLEY,
L YELITIENYL
07 Ly & sab-
ELRTECIPL

. wSEISLELCE

al BETEEInEnt.
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risr

U
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1E
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1t

0!

ie
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Feaeral awarding agency ohat Lermnpo-
raTiiy witndraws Federal sponsorship

ander an award, pending corrective ac-
sion by the recipient or pending a deci-
sion to iterminate the award Dy ube
Federzl awarding agency. Suspensgion
of en award ie & separsie wction irom
sugpension under Federal agency reguo-
lations implementing E C. 12548 (51 FR
§376, 2 CFR, 1986 Comy., p. 189 and E.C
126BC (B4 PR 284131, 2 CFR, 198¢ Comp.. p
235}, “Debarrment ant Suspension.”

(337 Termination means the cancellz-
vion of Federal sponsorshipn, in wnole or
in part, under an agreement at any
time prior vo the date of compietion.

{itk) Third puriy in-kind contributions
means the value of non-cash contribu-
tiong provided by norn-Federa! thirc
parcies. Third party ic-Eind conirinu
tions may e in the {orrm of real pror-
erty, equipment, supplhes and other ex-
penfable DProperty. ant the value of
gouds and services Cirscily penefiiing

| aTTacem
l pecz B o
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§215.3
and  specificatiy
Projest O program.

1y Unbgwidaled obligations. for finan-
cial reports prepared on a cash hasis,
means the amount of obligations in-
curred by che recipient that have not
heen paid. For reports preparsd on an
acerued expenditure basis, they rap-
resent. the amount of obligations in-
carred by the recipient for which an
outiay has not heen recorded.

imm) Unobligated balance means
porsion of the funds authorized by the
Fedaral awarding agency that has not
bzen obligated by the reciplent and is
determined by deducting the cumu-
lative obligations from the cumulative
funds authorized.

(nm) Unrecovered indirvect cost means
the difference between the amount
awarded and fhe amount which could
have been awarded under the recipi-
ant's approved negotiated indirsct cost
rate.

(oo) Waorking capital advance means 2
procedure whereby fands are advanced
to the racipient to cover its estimafed
dishursement needs for a given initial
period.

wiensifiabile  tn the

the

§215.3 Rffect on other issuances.

for awsrds subject to this part, all
adrinistrative requirements of codi-
fiad program regulations, program
renuals, handbooks and other non-
regulatory materigls which are incon-
sistent with the reguirements of this
part shall be superssded, except Lo the
extent they are required by statute, or
authorized In zecordance with the devi-
ations provision in §215.4

§215.4 Deviations.

The Office of Managemernt and Budg-
et (OMB) may grant exceptions for
classes of grants or recipients subject
50 the requirements of Shis part when
exceptions are not prohibited by stat-
ute. However, in the interest of max-
imum andformity, exceptions from the
requirements of this part shall be per-
mitted only in unusual circumstances.
Federal awarding agencies may apply
more restrictive requirements to a
class of recipients when approved by
OMPEB, IFederal awarding agencles may
apply less restrictive reguirements
when awarding small awards, except
for those reqguirements which are stat-

44

2 CFR Cho Il (1-1-D4 Edition)
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utory. Exeepiions on oa
nasis may also e made

awarding agencies.

§215.5 Subszwards.

Unless sections of this part specifi-
=ally exclude subrecipients from cgu-
erafge, the provisions of this part shall
be applied to subrecipients perferming
work under awards if such subrecipi-
ents are institutions of higher edu-
cabion, hospitals or other non-profit or-
gantzations. State and local govern-
ment subrecipients are subject to the
provisions of regulations implementing
the grants management common rule,
“Uniform  Administrative Reguire-
ments for Grantse and Cooperative
Agreements to State and Local Gov-
arnments,” published at 7 CFR parts
3015 and 3016, 10 CFR part 600, 13 CFR
nart 143, 156 CFR part 24, 20 CFR part
437, 22 CFR. part 135, 24 CFR parts 44, 85,
111, 811, 570, 571, 578, 590, 850, 882, 905,
941, 968, §70, and 930, 28 CFR part 66, 29
CFPF parts 97 and 1470, 32 CFR part 278,
34 CFR parts 74 and 80, 36 CFR part
1207, 38 CFR part 43, 40 CTR parts 30, 31.
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFR parts 74, 82, 602, 1157, 1174, 1183,
1234, and 2015, and 49 CFR part 18.

[69 FR 26281, May il, 2004, a5 amended at 70
FR 51880, Avg. 31, 2005]

Subpart B—Pre-Award
Reguirements

§215.10 Purpose.

Sections 215,11 through 215.17 pre-
seribe forms and instructions and other
pre-award matters to be ased in apply-
ing for Federal awards,

§215.11 Pre-award policies.

{a) Use of Grants and Cooperative
Apreaements, and Contracts. In each in-
stance, the Federal awarding agency
shall decide on the appropriazte award
instrument (i.e., grant, cocoperative
agreement, or contract). The Federal
CGrant and Cooperative Agreement Act
(31 U.8.C. 6301-08) governs the use of
grantg, cooperative agreements and
contracts. A grant or cooperative
agreement shall be used only when the
principal purpose of & transaction is to
accomplish & public purpose of support
or stimulation authorized by Federal
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euatune  The Slalulory Griverion dos
CLODSLNE Delwesr gTants aul GOUDETa
LIVE APretmenls 18 Ukl 107 The latuer,
CSULISLANA] INVOIVeTnenl 15 EXpeCLEe
SELWesn he eXBCLLIVE AEENCY &nd h
Sugie, loual government. O GUNET Te-
cipient wiher carrying oul L€ activivy
conternpiated 1L the agreement” Con-
trells snell be usel wnern the DIinclpal
LTPpGBe 1B atgulsltion of Droperty or
services ior the direct benefit or use of
the Federa! Government.

by Public WNorice and Priority Set-
ting. Federal zwarding agencies shali
notify the public of ite intended fund-
ing” pricrities for discretionary grant
programs, wnless funding priorities Lre
esvablianed by Federal statute.

§215.12 Forms for applying for Fed-
eral assistance.

‘a) Federal awarding agencies shall
comply with the applieable report
clearance reguirements of 5 CFR. pari
1220, “Controlling Paperwork Burdens
on the Public,” with regard e all
forms used by the Federal awarding
agency in place of or ae & supplermnent
to the Standard Form 424 (SF-424) se-
ries.

(b) Applicants shall use the SF-424
series Or those {orms and instructions
prescribeé by the Federal awarding
AEEnCy.

(c: For Federal programs coveresd by
E.O. 12372 “Inwergovernmental Review
of Federal Programs,” (47 FR 30858, 2
CFE, 1982 Comp.. p. 197) uthe applicant
gnhall cOmpiete the APPTOPTriALE SECTIONS
of the S5F-424 (Application lor Federal
Essistance) ingicating wnether the ap-
pilcation was subjiect Lo review by the
Siate Single FPoint of Contact (SPOC).
Tne name and address ol the SPOC for
2 particular State cap be obtained from
the Federal awarding agency or the
Cowalog of Federul Domesiic Assisiance
The SPOC shall advise the applicant
whnether tat program {or wnich applica-
Lion i made hias beern selscted Dy that
Sieue Jor review,

:d; Federal awarding agencies thetl 4o
rivl use vhe BP-424 {orm snould indi-
caLe whether the application is sunject
we review by the Stale under E.O 12372

3 Debarment and suspension.
Feders]l awarding =gencies
shall comply

anl re-

with Federal

§215.05
AFELOY rEfGLATIONR: Lmisermenting I Lt
IRAL mne LEBBE, Ugoormienl anl Sus
pension ' Under LhLUse FEfUlaTiong Ger-
tain partles who are debarred, sus-
pended or otherwise excluded rasy not
De participants of poncipale in Feoeral
zeaistance awards and subawards, auc
1 certein cONATRCLE  GROEer hose
ewards ent subawards.
[7¢ FE 31B76, Aug. 32,

2003]

£215.14 Special award condiiions.

17 an applicant or recipient: nas z nis-
ory of poor performance, iz not finan-
1ally stable, has 2 Maragemenl sys-
tem that does not meel the stancards
prescribed in this part, has not con-
{ormed 1o the terme zand conditions of
& previpus award, of i not otherwise
responsitle, Federal awarding agencles
may lmpose additional requiremente &g
needed, provided that such applicant or
recipient is notified ir Wwriting as to;
the mature of the additicnal reguire-
ments, the reason wiy the additionsal
requirements are being lmposed, the
nature ol the correctlve aCtion nseded,
the time allowed {or compleilng the
corrective aotionsg, and the method for
requesting reconsideration of the aadi-
tional requiremente imposed ANy Spe-
izl conditione shall be prompily re-
moved once tne conditions  that
prompied them nave been Correcied.

4 [ gt

§215.15 Metric

svsiem of measure-
ment.
Toe MWetric Conversior Act, as

amended by the Ommibus Trade znd
Competitiveness Act (15 T.8.C. 205; de-
clares that the meitric syvstem is the
preferred measurement sysiem {or U.5.
trade ang comrmerce, The Act reguire

gech Federal agency to establish z date
or dates in conswuitation with the Sec-
retary of Commerce, when the metric
system of measurement wili ve used in
the agency’s procurémenis, granbs, &no
gther business-related activities, Met-

ric implemeniatlon may lake longer
where the use of the system 1e initially
impractical or likely v ceause signifi-
cant inefficiencies in the accomplish-
ment of federally-funded acuivities.
Federal awarding agencies snall {ollpw

the provisioms of E.C 1277C 'Meiric
Usage 1n Federal Government FPro-
erams (O¢ TR 33801, T CFR. 1887 Comp..

T. 243)

H~
(2]
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§2i5.16

{215.168 Resource Conservation and

Recovery Act.

Under the Act, any State agency or
agency of a political subdivision of a
State which is using approprizted Fad-
sl funds must comply with section
4002 Section 6002 requires thaf pref-
arenge he given in procuremeant pro-
orams Lo the purchase of specific prod-
vets  containing  recycled materials
identified In guldelines developed by
she Environmental Protection Agency
TPAY (40 CTR parts 247-204), Accord-
ingly, State and local institutions of
nigher education, hospitals, and non-
orofit organizations that receive direct
Fedsral awards or other Federal funds
shall give preference in their procure-
ment programs funded with Federal
funds to the purchase of recycled prod-
uets pursuant to the EPA guidelines.

§215.17 Certifications and representa-

tions.

Unless prohibited by statute or codi-
fied regulation, each Federal awarding
agency is authorized and encouraged to
allow recipients to submit certifi-
cations and representations required
by statute, executive order, or regula-
tion on an annual basis, if the recipi-
ents have ongoing and continuing rela-
wionships with the agency. Annual cer-
sifications and representations shall be
signed by responsible officials with the
authority to ensure recipients' compli-
ance with the pertinent raquirements.

Subpart C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram management.

Sections 215.21 through 215.28 pre-
scribe standards for financial manage-
ment systams, methods for making
payments and rales for: satis{ying cost
sharing and matching requiremenss,
accounting for program income, budget
revision approvals, making zudits, de-
termining allowahility of cost, and ss-
sablishing fund availability.

§215.21 Standards for financial man-
apernent systems.

{a) Federal awarding agencies shall
require recipienfs to relage financial

Z CFR Ch. i (1-1-06 Edition)

dase oo performance date and deveiop
unit cost information whenever nrac-
Gical.

(hi Recipients’ financial management
systems shall provide for the following,

{1} Accurafe, current and complste
disclosure of the financial results of
each federally-sponsored project or
program in accordance with the repors-
ing requirements set forth fn §215.52. If
a Federal awarding agency requires re-
porfing on an accrual basis from a re-
cipient that maintains Its records on
other than an accrual basis, the recipi-
ent shall not he required to establish
an accrual accounting system. These
recipients may develop such accrual
data for its reports on the basis of an
analysis of the documentation on hand.

(2) Records that identify adeguately
she scurce and application of funds for
federally-sponsored activities. These
records shall contain information per-
saining to Federal awsards, aubfhoriza-
tions, obligations, unobligated bal-
ances, assets, outlays, income and in-
terest.

{3) Effective contrcl over and ac-
countability for all funds, proverty and
other assets. Recipients ahall ade-
quately safeguard zll such assets and
asgure they are used solely for author-
ized purposes.

{4) Comparison of outlays with budg-
et amounts for each award Whenever
approprizte,  financial information
should be related to perfcrmance and
unit cost data.

(b} Written procedurss to minimize
the time elapsing between the transfer
of funds to the recipient from the U.S.
Trezsury and the issuance or redemyp-
tion of checks, warrants or payments
by other means for program purposes
by the recipient. To the extent that the
provisions of vhe Cash Management Im-
provement, Act (CMIA) (Pub, L. 101-453)
govern, payment methods of State
agencies, instrumentzalities, and fiscal
agents shall be consistent with CMIA

reasury-3tate Apreementis or the
CMIA default procedures codified at 31
CFR part 205, ““Withdrawal of Cash
from the Treasury for Advances under
Federal Grant and Other Programs.”

(6) Written procedures for deter-
mining the reasonableness, allocability
and allowability of costs in acgordance
with the provisions of the applicable
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BOEra. LOST Priciples anhc
oL E congisions: of Lhe awald
L ACLOUNTARE recorde inciuding Lost
s.wmxn ng resords thal arle SUpDOTLEG
DY SOUCGE QOCUINENLETION
. Wnere tne Federa! GoOVEnmEnt
guaralilses or INSLres Lhe repayment of
money borrowed ©y the recipienil. tne

ht

LerTns

Federa awarding apgency, &t ite discre-
tion, may reguire adeguate bonding

ang insurance if the bonding anc insur-
ance reguirements of the recipient are
not deermned adeguate 1o protect the in-
terest of the Feders! Government.

{d; The Federal awarding agency may
require adequate fidelity bond coverage
where the recipient lzcks sufficient
coverage 10 protect tue Federal Gov-
ernment’s InLerest.

(g} Where bonds are required in the
situations described above, the bonds
shall be obtzined frorm companies nold-
ing certificates of authority as accept-
abple sureties, as prescribed in 31 CFR
part 223, “Burety Compenies Doing
Business with the United Staves.”

£215.22 Payment

(a; Paymeni methods shall minimize
the time elapsing beiween tne pransier
of funds {rom the United Btates Treas-
ury znd the issuance or redemption of
checks, warrants, or payment by otner
means by the recipients Peymeni
methods of State apgsncies or insiru-
mentaiities shzll De consistent with
Treasury-Siate COWMIA agreemenie or
defanlt procedures codified at 31 CFR
pari 205,

(b) Pecipients are 1o be pald in ad-
vance, provided they maintalc or dem-
onsirate ne willingnese 10 maintaln

(i) Writien procedures thal mimmmize
the Hme elapsing between the iransler
of fonds and disbursement by the re-

cipient, and
(Z, Financial managemnent systems

at meel the standerds for ’uné GOTi-
Lzul and wocountability as established
n 21221 Cash advances 10 2 rempnent
ozganmamon shall pe limited 1o the
minimurn amounts needed end  be
timed Lo be 10 accordance with the at-
tual, immediate cash Teguiremerts of
wne recipient organization in carTying
out the parpose of the approvel Dro-

e

._.

gray.  or project. The timing and
amount of cash aévances shall De &S

close as 1; adminisiratively leasible W

s

-3

£218.22

e allubl CISUUTSEImEnl LY Lhe Telipi-
i U“g&!’LAZaLJOE Tor direcy program or
project Gosue &l the Droportionale
sharte of any allowabie indirsct LOoste

to) Wnenever possidle, advances shall
Le consolidaied L0 cover anticipale
cash needs Jor all awardas made by ul’x-
Federa! awarding agency Lo Uhe recipi-
ent

{1, AGVANCE PEYMent Thechanistus in-
cinde, bui are not limited 1o, Treasury
oneck and electronic funas wransier,

{2) Advance payment MeCchaniemes ars
subject to 31 CFR part 205,

(3; Recipients shall be autborized o
submit requests ior advances and reum-
pursements at 1east monthly when
elecironic fund transiers are not used.

(d) Regueste for Treasury check ad-
vanoe payment snall be sabmitted om
S5P-270, “Feqguest for Advance or Eeumn-
bursement,” or pther forms as may be
suthorized by OMEB. This {orm ie 1ot 1o
be Used wher Treasury check advance
payments are made 16 the recipient
automatically throngh the use of & pre-
determined payment schednle or ii pre-

cinded by special Federal awarding
agency instructions dIor elecironic
funde transier.

{e) Reimbursement is
method when tne regulrements in
§215.1%(0) cannot be mel.  Federzl
awarding agencies mey alstc use Thie
methoed on any construction agree-
ment, or if the major portior of tne
consiruction project is accomplished
through private marketr financlng or
Pederal loans, ant the Federal assist-
ance constitutes 2 minor portion ef the
project

; When the relmburszment meihod
is used. the Federal awarding ageney
shall make payment within 30 dave
afier receipt of the pilling. uniess the
Dliling is imnproper

{2} Recipients ghall be authorized o
submit reguest {or relmbursement &l
lezst monthly when electronic funds
transiers are not uset.

() If & recipient cannot meet the cri-
weriz for afvance payments and the
Federal awerding agency has deler-
mined that reimbursement is not isa-
sible because the recipient lacks suifi-
cient working capiiai, che Federal

ardinig aEency may provide CREL On &
working capital aOvaloe basis. Under
Lhis protedurs. Federal ewarding

wne preferrec

v
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shall advance cash oo She re-
ciniernit Go ocover jus estimanad disburse-
ment. needs for an initial period gen-
arally peavaed o the awardee's dis-
barsing nvele. Thereafter, the Federal
awarding agency shall reimburse the
recipient for its actual cash dishurse-
ments. The working capital advance
method of payment shall not be nsed
for reciplents unwilling or unable to
provide timely advances to thelr sub-
reciplent to mest the subrecipient's ac-
saal cash disbursements.

(g7 To the extent avallahle, recipi-
2nts shall disburse funds available from
repayments to and interest earned on a
revolving fund, program Iincome, re-
hates, refunds, contract seftlements,
audit recoveries and interest sarned on
such funds before requesting additional
cash payments.

(h) Unless otherwise required by stat-
ute, Federal awarding agencies shall
not withhold payments for preper
chargas made by recipients at any time
during the preject period uniless para-
graphs (h)1) or (2) of this section
apply.

{1) A recipient has failed to comply
with the project objectives, the terms
and conditions af the award, or Federal
reporting requiremernits.

{2) The recipient or subrecipient is
delinguent in a debt to the TUnited
States as defined in OMB Circular A-
129, “Managing Federzl Credit Pro-
grams.”” Under such conditions, the
Federal awarding agency may, upon
reasonable notice, inform the recipient
that payments shall not be made for
obligations incurred after a speclified
date untii the conditions are corrected
or the indebtedness to the Federal Cov-
ernment is liquidated.

(i) Standards governing the use of
hanks and other institutions as deposi-
vories of funds advanced under awards
are as follows. ’

(1) Bxeept for situations described in
paragraph (i}2) of this section, Federal
awarding agencies shall not reguire
separate depository accounts for funds
provided to a recipient or establish any
eligibility reguirements for deposi-
tories for funds provided to a recipient.
However, recipients must be able to ac-
count for the receipt, obligation and
expenditure of funds,

AeNSY
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12, Advances of Federz) funds shall be
deposited and maintained in insured
accounts whenever possibie

(3} Consistent withk the national goal
of expanding the opportunities for
woman-owned and minority-owned
husiness enterprises, recipients shall be
encouraged to use women-owned and
minority-owned baniks (a bank which is
owned at least 50 percent by women or
minority group members).

(k) ERecipients shall maintain ad-
vances of Federal funds in interest
bearing accounts, unless paragraphs
{k31), (2) or (3) of this section apply.

(1) The re¢ipient receives less than
$120,000 in Federal awards per year.

{2} The best reasonahly available in-
terest bearing account would not be ex-
pected to earn interest in excess of 3250
per year on Federzl cash balances.

(3) 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
regources.

(1) Por those entities where CMIA
and its implementing regulations at 31
CFR part 205 do not apply, interest
earned on Federal advances deposited
in interest hearing accounts shall be
remitéed annuzally to Department of
Health and Human Services, Payment
Management System, Rockville, MD
20852. Interest amounts wp to 3250 per
year may be retained by the recipient
for administrative expense. State uni-
versities and hespltalas shall comply
with CMIA, a5 It pertains to interest. If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tlonary awards without prior written
approval from the Federal awarding
agency, 1t walves its right to recover
the interest ander CMIA.

) Except as noted elsewhere in this
part, only the following forms shall be
authorized for the reciplents in re-
questing advances and reimburse-
ments. Federal agencies shall not re-
quire more than an coriginal ang swo
copies of these forms.

(I} SF-270, Reguest for Advance or
Reimbursement. Bach Federal award-
ing agency shall adopt the SF-270 as a
standard form for all nonconstruction
programs when electronic funds trans-
fer or predetermined advance methods

48
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wrt mol usel Fefera! awalding aysn-
0iEE. MOWEeVE?, NRYE Lhe GPLion Of GEBIRE
whie form {01 COMSLYLGUINT pProglams o

el of Lhe SF-271, “Outlay Report anc
Eecuest {or Leimbursement for Con-
SLracuIon Frograme.

2. 8F-271, Ontlay Heport and He-
quest {or Reimbursement for Constroc-
o1 Programe, Bach Federal awarQing
apency Shall atopt the SF-271 as the
standard form o be used for reguesting
reimbursement {or construction pro-
grems. However, & Federa! zwarding
agency may substitute the SF-2T0
wnen ohe Federal awarding agency de-
sermines that it provides adeguate in-
{ormetion tc Theel Federal needs.

£215.28 Cosl sharing or matching.

{&; A1l contribuotions, including cash
and third party in-kind, shall be ac-
cepsed &8s part of the recipient’'s cost
gharing or meatching when such on-
tribntions meet 211 of the {ollowing cri-
teriz

(1) Are verifiable ifrom the recipient's
records.

(27 Are not included as conuriputions
{or any other {ederally-zssisteld project
0T DTOgram.

(33 Are pecessery and reasonable {or
proper end efficient accomplistment of
project or program objectives.

14, Are allowable under the applica-
ble cost principles.

(i) Are not pald by the Federal Gov-
ernmeni under znother award, except
wiere authorized by Federal statute to
be used for cost sharing or matching.

(8) Are provided for in the approved
pudget when reguired by the Federal
awarding agency.

(7) Conform to other provisions of
Thie part, af applicable.

(b) Unrecovered indirect coste may be
inciuded as part of cost sharing or
malcoing only with the prior zpprovai
of the Federa! awarding egency.

ic) Values for recipient contributions
of services and property shall be esuab-
lished 1z accordance with the applicsa-
ble cost principles. 17 2 Federal award-
ing agency authorizes recipiente to do-
nave bulidinge or lend {or cOnSLrUCTIOD
{ecilities acguisition projects or long-
LErI: uSe, the value of the donated
property {or cOst snaring o7 MatChing
snell he the lesszer ©f peragrapns (2){3)

nr {2 of thile s=ction

4%

§215.23

0 certiiien vaIGE G Thie reMAIT-

np i TeooTdel 1T LOE

reclment & allUURUNE rescrds &L Lhe
Tine O 40GAVION

(2. The current {&17 Mmarket value

However, whern where &8 sufficient jus-

tificetion, the Federal awarding wgen-
oy may aRprove Lhe use of The current
{air market value of the donzleld prop-
erty, evern if 1T eXxce&ds the certifisd
value ail the itime of doration to the
project

idy Volunteer services furnishet by
professional and technical persomnel,
gonsulvants, end other skilled and un-
skilled lapor may be counved af COST
sharing or metbcning if the service i an
integral and necessary part of an ap-
proved project or program. Rates for
volunseer services snall be consistent
with those pzad {or gimilar work in the
recipient’s organizaticn. In those in-
stances in whick the regquired skilis are
not lound in the recipient organization,
rates shall be consistent with those
paid {for similar work in the lebor mar-
ket in which the recipient competee for
the Eind of services wmvolved. In elther
case, paid fringe bensfite that are rea-
sonable, allowable, and wliveable may
be included in the valuation.

(&) Whern an emplover other than the
recipient furnigshes the service:s of an
smpiovee, these services snall be vzl
ued at the employee’s regular rate of
pa¥ (plut an zmount of ringe benefite
that are reasonable, aliowable anc al-
locanie. Dbput exclusive of oOverhead
cnate), provided these Bervicss are in
the same skill {for which the smployee
it normelly paid.

tfy Donated suppiies may include
such items as expendable egulpment.
uifice supplies, laboratory supplies or
worksnop and classrooln  supplies.
Value assessed o donated supplies in-
cluded in tne cost snaring or mealching
share shazll De rezsonanle and shall not
exceed the fair market value of ine
property at the time of the donzation.

(g) The method used {or determining
sost sharing or matching for donzted
squipment, bpuildings zand land for
which title passes v¢ The recipient may
differ according o the purpose of the
sward, if paragraphs {g)1) or (2; of this
sectiorn apply

{1y ¥ sne purpose of the award i= o
5518t the recipient ip the aoguilsition
.
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§215.24

sguipment, buildings or land, uhe
wosal valne of the donated propercy
mey be zlaimed as cost sharing or
mateiing

{2) If the purpose of the award is to
support activities that require the use
of eguipment, puildings or land, nor-
mally only depreciation or use charges
for eguipment and bpuildings may he
made. However, the full value of equip-
ment or other capital assets and fair
rental charges for land may be allowed,
provided that the Fedsral awarding
agency has approved the charges.

{h) The vaine of donated property
shall be determined in accordance with
the usual accounting policies of the re-
cipient, with the following qnalifica-
svions.

(1) The wvalue of donatved land and
huildings shall not exceed its fair mar-
ket value at the time of donation to
the recipient as established by an inde-
pzndent appraiser (e.g., certified real
property appraiser or General Services
Administration representative) and
cartified by a respensible official of the
recipient.

(2) The value of donated eqguipment
shall 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 shall
not exceed the falr rental value of com-
parable space as established by an inde-
pendent appraisal of comparable space
and facilities in a privately-owned
bhuilding in the same locality.

t4) The value of loaned equipment
shall not exceed its fair rental value.

(8) The following requirements per-
tain to the recipient’s supporting
records for in-kind contributions from
third parties.

{i) Volunteer services shall be docu-
mented and, to the extent feasible, sup-
ported by the same methods used by
the recipient for its own employees.

(i) The basis for determining the
valuaticn for personal service, mate-
rial, equipmeni, buildings and land
shall be documented.

of

§215.24 Program incoeme.

(a} Federal awarding agencies shall
apply the standards set forth in chis
gection in requiring recipient organiza-
sions o account for program income

50
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related oo projects {inanced in whole or
in part with Federal funds,

(b} Except a2s provided in paragraph
(h) of this section, program (ncome
earned during bthe project period shall
be retained hy the recipient and, in ac-
cordance with Federal awarding agency
regulations or the terms and condi-
tions of the award, shall be used in one
or more of the ways listed in the fol-
lowing.

(1) Added to funds committed to the
project by the Federal awarding agency
and recipient and used to further eligi-
ble project or program objectives.

(2) Used to finance the non-Federzl
share of the project or program.

{3) Deducted from the total project or
program allowable cost in determining
the net allowable costes on which the
Federal share of costs i& hased.

{¢) When an agency aunthorizes the
disposition of program income as de-
acribed in paragraphs (b)Y1) or (b¥2) of
this section, program income in excess
of any limits stipulated shall be used in
accordance with paragraph (b)2) of
this section.

(d} In the event fthat the Federal
awarding agency does not specify in its
regulations or the terms and condi-
tlons of the award how program income
is to be used, paragraph (b)3) of this
section shall apply automatically to
all projects or prograrns except re-
search. For awards thai support re-
search, paragraph (b)1) of this section
shall apply automatically unless the
awarding agency indicates in the terms
and conditions anocther aliernative on
the award or the recipient iz subject {0
special award conditions, as indicated
in §215.14.

{e) Unless Feaderal awarding agency
regulations or the terms and condi-
tions of the award provide otherwise,
recipients shall have no obligation to
the Federal Government regarding pro-
gram Income earned after the end of
the project period.

() If authorized by Federal awarding
agency regulations or the terms and
conditions of the award, costs incident
to the gensration of program income
may be deducted from gross income o
determine program Income, provided
these costs have not been charged to
the award.

C. .
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W FrocesGe fromw the sale 0D §rh
snal Db Benllsl L alCUOTRARNGE Wi Lr Thik
wiremerte of ine FProperiy Siand-
arde 1see {810 30 through & 210.37,.

‘i Unlesy Federa! awarding afency
:fu;auunv or the terme and condition
! the AWarc provide otherwise, recipi-
entf shall have To oulligatlon Lo the
Feberal Government witk respest Lo
prograll 1ncomme earned {rom licenst
{ees ané royalties for copyrighied ma-
terial, patents, patent applications,
wrademarizs. and invantions prodaced
ander an zward. However, Patent and
Trademar)k Amendments (30 U.E.C. 18
apply L0 inventions made under an ex-
perimental, developmenial, or research
award.

DETLY

(o3

£215.25 Revision of budget and pro
gram plans.

(0 The budget plan is vhe financlal
expression of e Project Or Program as
approved during the award process. It
may include either the Federal and
not-Federal share, or only the Federal
share, Gepending upon Federal award-
g azency requirements. 1t shall be Te-
iated o performance {Or programm eval-
LalIOL PUTDOSES Woenever appropriate.

(ny Recipients zre reguired o Teport
deviztions {rom budgel and program
plang, and reguest prior approvals for
nadget and program plan revigipns, in
aGoorfance with this secvion.

o For nonctmstruction awards, TIe-
cipients shall reguest prior approvals
from Federal awarding agencies for one
or more of the iollowing program o7
budget reiated reaspns

{1; Change it she scope or the objsc-
wive of the projecl or program (even 1
thiere 1B ho asscclated budget 1"evismn
requiring prier writiet apDroval).

(2, Change v a kKey person specified
I the application or award Gocument.

{3; The absence ior more than three
monthe, or a 25 percent reduction in
time devoist Lo the project, by the ap-
proved project director or principal in-
vestigator.

{4; The meed {or addivional Federzal
funding.
{i7; The vransier of amounts budgeted

{or indirect coste o 2bsoTh InCreases T

direct cosue, or vice versa, i approvel
iz reguired by the Tederal awarding
AEETICY

[Tl
%]
—a
Sl
[ el
h

L Phe ncinsior,
ohe Felera. awarCing afshioy, of oiusus
Thal DGOWIre Drlc? =PRTOVAD LI actord-
ance with any of the {ollowing. as ap-
PHGED. &

i, ¢ CFR part 226, Cos:
ior E:iuc,amonm Ingtiturions
calar L-2150

ai: 2 CFR part 230, " Cost
ior Non-Profit Orgenizations
crlar £-12257

(131) 46 CFE part 74, Appendix E.

“Principles for Determining Coste A-
plicable to Researcno andé Development
under Grants wnd Conuracts with Hosf
pitals; and

iv) 48 CFR part 31, "'Contract Cost
Frinciples and Procedures.”

(7) The transier of funds ailotred for
training allowances {direct payment 1o
trainees) to other categories ol ex-
pense.

{B) Unlest descriped in the applica-
tion and fanded in the approved
awzrds, the subaward, transier or con-
tracting out of any work under an
award. This provisiorn does not apply 10
the purchase of supplizs, material
eguipment or genersz) support services,

(d; o other prior approval reguire-
mente {or specific iteme mey be In-
posed uniess z deviation hat been ad-
proved by OME

{e} Except for reguirements listed in
paragraphs (oxi) and (¢4 of this sec-
tion, Federal awarding zgencles are au-
thorized, at thel? oprion, Lo walve cosi-
releted and administrative prior writ-
ten approvals reguired by 2 CFR parts
220 znd 230 (OME Circulars £-21 and A-
122) Such waivers may inclode author-
izing recipients 10 Qo any Ohg O IMOIE
G‘f the {ollowing.

(13 Ineur pre-awart coste 80 calendar
ys prmr Lo award or more than 9(:
alendar days with the prior approva

of tne Federzl awarding sgency AJ
pre-award cosie are imeunrred at tne re-
cipent’'s risk {i.e., the Federal award-
ing agency ie under no okligation to re-
imbuarse such coste if for any reascn
the recipient does not receive ali BWarl
or if the awaré is less tnen AntiCipated
ané inadequate Lo cover sch CosUs).

{2, Initiate & one-timne exiension of
vhe expiration date of the award of ap
10 12 months unies: oné 07 more of the
{ollewing conditions app!y  For une-

CLIBSE waived L
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§215.26

mme eytensions, ihe racipient mush ho-
fifv the Faderal awarding agency 1In
wristing with fhe supporting rsasons
and revised expiration date ab ieast 10
fdays biefare the expirabtion date speci-
fied in the award This one-time exten-
sjon may not be exercised merely for
the purpose of using unchligated bal-
ANCEes.

i} The terms and condivions of award
prehibit the extension.

1}y The extension requires additional
Federal funds,

{111} The extension involves any
change in the approved objectives or
scope of the project.

(3) Carry forward unobligated bal-
ances to subseguent funding periods.

{4) For awards that suapport research,
unless the Federa! awarding agency
provides otherwise in the award or in
the agency’s regulations, the prior ap-
proval requirements described in this
naragraph (e) are automatically waived
(ie., recipients need not obtain such
prior approvals) unless cne of the con-
ditions included in paragraph (eX2) ap-
piies,

(fi The Federal awarding agency
may, at its option, restrict the transfer
of funds among direct cost cafegories
or programs, functions and activities
for awards in which the Federal share
of the project exceeds $100,000 and the
cumulative amount of such transfers
exceeds or is expected So exceed 10 per-
cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Federal awarding egency shall
permit & transfer that would cause any
Federal appropriation or part thereof
to be used for purposes other than
those consistent with the original in-
tent of the appropriation.

{(g) All other changes to nonconstruc-
tion budgets, except for the changes de-
scribed in paragraph (j} of this section,
do not require pricr approval.

(h) For construction awards, recipi-
ents shall request prior writien ap-
proval promptly from Federal awarding
agencies for budget revisions whenever
paragraphs (hX1), (2) or {3) of this sec-
tion apply.

{1y The revision results {from changes
in the scope or the objective of the
uroject or program.

(%) The need arises for additicmal
Federszl funds to complete the project.

2 CFR Ch. Il (1-1-06 tdifion}

3y & revision is desired which n-
woives specific costs for which prior
written approval rsguirzments may ne
imposed consistent wit applicable
OME cost principles listed in §215.27.

fi; No other prior approval reguire-
ments {or specific (tems may be im-
posed unless a deviation has been ap-
proved by OMB.

{j} When a Federal awarding agency
makes an award that provides suppore
for both construction and nonconstruc-
tion work, the Federal awarding agen-
cy may require the recipient to request
prior approval from the Federal award-
ing apency before making any fund or
budget transfers befween the two types
of work supported.

{k) For both construction and non-
construction awards, Federal awarding
agencies shall reguire recipients to no-
tify the Federal awarding agebcy in
writing promptly whenever the amount
of Federal authorized funds is expscied
to exceed the neads of the recipient for
the project period by more than 35000
or five percent of the Federal award,
whichever is greater. This notification
shall not be required if an application
for additional funding is submitted for
a continuation award.

(1) When requesting approval for
bhudget revisions, rccipients shail use
the budget forms that were used in the
application unless the Federal award-
ing agency indicates a letter of request
suffices.

(m) Within 30 calendar days from the
date of receipt of the request for budeg-
et revisions, Federal awarding agencies
shall review the request and notify the
recipient whether the budget revisions
have been approved If the revision is
still ander consideration at the end of
30 calendar days, the Federal awarding
agency shnall Inform the recipient in
writing of the date when the recipient
may expect the decision.

ted PR 26281, May 11, 2004, as amended at 70
FR 51880, Aug. 31, 2005)

§215.26 Non-Federal audits.

fa) Recipients and subrecipients that
are institutions of higher education or
other non-profit organizations (includ-
ing hospitals) shall be subject to the
andit reguirements contained in the
Single Audit Act Amendments of 1996
(31 U.8.C. 1501-7507) and revised OME

aTTacHmenT G
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culal E-205  C Auciue ol Blauee
sai Guvernmenis, and Non-Frofiv Or-
calllnaliong =

{h; Biate anf 16C&AT EOVEINILELL shail
pe subject Lo the =udll Jegulremente
Lonvained in the Single Audit Act
Amendments of 1996 (31 T.&.C. 7b0i-
507, ang revised QOMEB Circular £-135
" Audite of States, Local Governments,
sNG MNon-Frofit Organizations.”

(c; For-prefit hospitals not coversa
oy the audit provisions of revised OME
Circular £-182 shall be subject to Lhe
audit regquirements of the Federal
ZWaArding agentiss

{(d; Comumercial organizztions shall
e subject to the audit requirements of
the Federal azwarding agency or tne
prime recipient 2§ incorporated into
the award document.

il

£215.27 Allowable costs.

For each king of recipient, there is 2
set of Federal principles for deter-
mining allowable coste. Allowability of
coste shall e determined in accord-
ance with the cost principles applicable
1o the entity incurring the costs. Thus,
zllowability of costs incurred by Stats,
iveal or {ederally-recognized Indian
tribal governments is determined In
accordance with the provisions of 2
CPFE part 225, *Cost FPrinciples for
State. Local, angd Ingdian Trival Govern-
rments (OME Cirevlar A-B7." The aliow-
ability of costs incurred by non-profiy
orgamizations is delermined in ascord-
ance with the provisions of & CFR pard
730, “'Cost Principles for Non-Profit Or-
ganizations (OMB Circular A-322)." The
allowability of costs incurred by insti-
tutions of higher educabion is deter-
ruinegd in accordance with the provi-
sions of ¢ CPR part 220, “Cost Prin-
ciples for Educational Instltutions
(OMEBE Circular £-21)°" The aliowability
of costs incurred by hospitals is deter-
mined in accordance Wwith The Provi-
sione of Appendiz E of 45 CFE part 74,
“Principles for Determining Costs AD-
plicable to Research ant Development
Unter Grents and Contracis witk Hos-
pitale.” The allowability of costs in-
curred Dy commercizl organizations
zne those non-profit organizations Nat-
ef 1L Atiacnmment © Lo Clrenlar £-122 1
Geterminet in accorgance will the pro-

w

£215.29

Vigient Ul ine Federal Loga.s Lion huep
rletion (FALE ail 46 OFF part 41

[T¢ FE 5iBBL. Aup 31, 2005]
$218.26 Perjod of availability of funds.
Where 2 {funding period is specified &
recipient maey charge Lo the grant only
allowalble coste resulting from oblipgsa-
tions incurre€ during ohe funding pe-
riot and any pre-award gostls anthor-
ized by the Federal awarding agency

£215.28 Conditional exemptions.

{2y OMEB authorizes conditional ex-
emption from OME administrative re-
quirements and COBL principles circu-
lars for cerizin Federa! programs with
statutorily-anthorized consolidated
planning and consolidated afroinisira-
tive funding, that are identified LY a
Federal agency ané approved DY the
head of the Executive department or
establishment. & Federal agency shall
consnult with OME during its consider-
ation of whether to grant such an ex-
emption.

by To promote eificiency in Statb
and local oprogram ezdndnisiraiion,
when Federal nop-enviflement mro-
Erarme wWith CcOMmmon PUTDeBeE NAVE EDE-
cific  statutorily-authorized consoli-
dated plenning and consclidated ad
ministrative funding ant where most of
the State agency’s Iesoulies  LOme
from mnon-Federal sowrces, Federal
agenciet mMay exempt these ocovered

tete-alministered, noTn-enuiliemens
grent programs Irom cerwaln OME
granie management reguiremients. The
gxempiions woult be from:

1) The reguirements i 2 CFR part
225, “'Cost Principles for Svave. Local
ang Indian Tripal Governments {UME
Circular A-87)7 other than the
allocability of coste provisiens thal are
contained in subsection C.% of Appendix
A LC that part,

(2; The requaremene in 2 CFE part
220, “'Cost Principles for Educationa]
Institubions (OMEB Circular A-2137
other thern the allocabilivy of cosis pro-
vigicne that are contalned in paragrapn
C.4 in section C of The Appendiz v that
part

3y The vequiremenss in ¢ CFR part
23¢, "Cost Principies {or Non-Frofit Or-
ganizations {(OME  Coroclar  A-122)7

[y(]
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§213.30
obther thon ohe allocability of costs Pro-
visions shat are in paragraph A4 in
sansion A of Appandiz A Lo Ghat paru
8y The administravive regquiramants
provisions of part 216 (OME Clroular A-
116, "Uniform Administrative Require-
ments for Grants and Agreements with
Institutions of Higher Bducation, Hos-
pitals, and Other Non-Profit Organiza-
tions,"" ) and

(5) The agencies' grants management
common rule (see §215.5).

(c) When a Federa! agency provides
this flexibliity, as & prerequisite to a
State’s exercising this option, a State
must adopt 1ts own written fiscal and
administrative requirements for ex-
pending and accounting for all funds,
which are consistent with the provi-
sions of 2 CFR part 225, “Cost Prin-
ziples for State, Local, and Indizan
Tribal Governments (OMB Circular A-
a7y and extend such policies to all sub-
recipients. These fiscal and administra-
tive requirements must be sufficiently
specific to ensure that: funds are used
in gompliance with all applicable Fed-
gral statutory and regulatery provi-
sions, costs are reasonable and nec-
esgary for operating these programs,
and funds are not be used for general
expenses required to carry out other
responsibilities of a State or lts sub-
recipients.

{50 F'R 26281, May 11, 2004, as amended a3 0
FR 51881, Aug. 31, 2005]

PROPERTY STANDARDS

5215.30 Purpose of property stand-

ards.
Sactions 21531 through 215.37 set
forth nuniform standards governing

management and disposition of prop-
ersy furnished by the Federal Govern-
ment whose cost was charged to a
project supported by a Federal award,
Federal awarding agencies shall re-
quire recipients to observe these stand-
ards onder awards and shall not immpose
additional requirements, unless specifl-
cally reguired by Federal stetute. The
recipient may use its Oown Dropervy
managament standards and procedures
provided it observes ithe provisions of
§215.31 through §216 37

2 CFR Ch. Il (1-1-Q6 Edition}

§213.81 Insurance coverage.

Resipients shall, at 2 minimam, pro-
vide the sguivaleni insurance coverage
for real property and eaquipment ac-
quired with Federal funds as provided
to property owned by she recipient
Federally-owned property need not be
insured unless required by the lerms
and condltions of the award.

§215.32 Real property.

REach Faderal awarding agency shall
prescribe reguirements for recipients
concerning the use and disposition of
real property acguired in whole or in
part under awards, Unless otherwise
provided by statute, such reguire-
ments, at a minimum, shall contain
the following.

(8} Title to real property shall vest in
the rzcipient subjsct to the condition
that the recipient shall use the real
property for the authorized purpose of
the project as long as it is needed and
shall not encumber the property with-
out approval of the Federal awarding
agency.

(b) The recipient shall obtaln written
approval by the Federal awarding agen-
ey for the use of real property in other
federally-sponsorad projects when the
recipient determines that the property
18 no longer needed for the purpose of
the original project. Use in other
projects shall be limited to these under
federally-sponsored projects fi.e.,
awards) or programs that have pur-
poses consistent with those authorized
for support by the Federal awarding
agency.

{(c) When the real property is no
longer needed as provided in para-
graphs {a) and (b) of this section, the
recipient shall request disposition in-
structions from the Federal awarding
agency or its successor Federal award-
ing agency. The Federal awarding
agency shall ohserve one or more of the
following disposition instructions.

(1) The recipient may be permitted to
retaln title without further obligation
o the Federal Government after it
compensates the FPsderal Government
for that percentage of the current fair
mariet value of the property atirib-
utable to the Federal participation in
the project,

ATTACHMENT .. &
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(%, Toe recipleni mey LE DITeULED LU
s5ell the property under guidelines Lré-
vited Ty the Federa: awarCing agency
and pay the Federa! Government lor
Tnnl Dercenuage of the current iz
markel value 0 Lhe Droperly alilii-
dtavle Lo she Federal participation 1u
the project [after deducting actual and
rezsonable seiling and fix-up expenses,
if any, from the swles procesds;. Wnen
che Tecipient is authorized or regoired
56 5ell the property, Droper salet proce-
dures shall be established that provide
for competiticn o the exianl Dprac-
ticeple =né result in the highest pos-
sipie retarn,

{2y The recipient may be directed o
transfer title to the property L6 Lng
Federz] Government or Lo an eligible
third party proviged that, i sach
cases, The recipient shal: be entitled to
sompensation for its avtributable per-
centage of the current fair markst
vaing of the PTODErsy.

£215.33 Federally-owned and exempt
property.

(a) Federally-owned property. (i) Title
Lo federally-cwned property remaing
vested in the Fedaral Government. Fe-
cipients snall submit annuzlly an in-
vertory listing of {ederally-owned
property in their custody 1o the Fed-
eral awarding agency. Upon completion
of- the award 0T Wnen the property is nc
ionger nesded, the recipisnt shall re-
port the property 1o the Federa: award-
ing agency for further Federal agency
ytilization.

(2y 1 the Federal awarding zgency
hat no further need for Whe properiy. it
shall be deciared excess and reportec Lo
the General Services Administratiorn,
aniess the Federal awarding agency
has statuLory authority to dispose of
the properiy DYy alternative methods
(e.0., the authority provided by the
Federa! Technology Transfer Lot (ib
V.EC. 3m0 (I s donate research
sguipment to educationa’ ant non-prof-
it organizetions in eaocordance with
E.O. 12821, “Improving Meathemsatics
and Sciepce Educaticn in Support of
the Nationa! Educatior Goals” (57 PR
64285, 3 CFR, 1822 Comp., p. 223)). Lo~
propriate Instructions snall be issued
Lo The recipient by tne Federz! award-
inE aEEnCY

(3]

o

3L

(&3]

§Z2]

(L Exemp: properiy  Wihoern Sua

authiority existe the Feferal aw

aguenCy has LHE OpTich Lo vesl Tivle o
property acqguired with Fed 1

1
aing

uLor

u
G

L

aera! funde
in the recipient withoul furtner obligs-
wion ue the Federal Government and
unger condisions the Federa! awarding
spency  considers appropriause.  Suach
properiy is 'exempt properiy U Should
& Federal awarding agency ot estalb-
lish conditicns, wtie tu exemptl prop-
erly¥ 1zpon aéguisition shall vest in the
reciplent without furtner opligation o
the Federal Government.

$215.34 Eguipmeni.

{a) Title Lo eguipment acguired by a
recipient with Federzal fands shall vest
in the recipient, subject te conditlons
of this section.

o) The recipient shall not use equip-
ment acouired with Federal funds wo
provide services 1o non-Federal ontside
organizations for & {ee that 1t less thaxn
privabe companies charge {or equiva-
ient services, unless specifically au-
thorized by Federal statuig, I0r as long
28 the Federa]l Government reiains an
interest in the eguipment.

(2} The recipient shall nse the equip-
ment in the project or program for
whick it was acgiired &F 1ONE A5 Leel-
ed, whether or not the projsct or pro-
gram continues o be suppoeried Dy Fed-
eral funds and shall not encumber the
property without approval of the Fei-
eral awarding agency. Wher no longer
needeé for the original projsct or pro-
gram, the recipient snall use the equip-
ment in connecsion with its other fed-
erally-sponsored acuivities, in the {ol-
iowing order of priorivy:

{1y Activities sponsored by the Fed-
era. awarding agency which fundec toe
original project, then

12y Letivities sponsored by other Fed-
eral awarding agencies.

(dy During the time that eguipment
is used On the project or program ior
which it was acquired, the recipient
shall meake 1t svailable for use on other
projects or programe if such other use
will not interiere with the work on the
project or program 10r which the equip-
ment wag origineliy acguired. First
preference {or such otner wse shall e
giVern o OUher Drojesis of DPrograms
sponsoreé by the Tede &Warging
agency thal financed ine eunipment:

ol
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preference shall be ziven U0
vne or programs sponsored Dy
nther Federa] awarding agencies If She
squipment is owned by she PFederal
Tavernment, use on other activiiies
not sponsored by the Federal Govern-
ment shall be permissible iIf authorized
ny the Pederal awarding agency. User
charges shall be treated as program in-
o0me.

{e} When acquiring replacement
equipment, the recipient may use the
eguipment to be replaced as trade-in or
sell the equipment and use the pro-
needs to offset the costs of the replace-
ment equipment subject to the ap-
proval of the Federal awarding agency.

(f1 The recipient’'s property manage-
ment standards for equipment acquired
with Federal funds and federally-owned
gquipment shall include all of the fol-
lowing:

1) Bguipment records shall be main-
sained accurately and shall include the
following information.

(iy A description of the equipment.

tii) Manufacturer's serial number,
model number, Federal stock number,
national stock number, or other identl-
fication number,

(ii1) Source of the eguipment, includ-
ing the award number.

{iv) Whether title vests in the recipi-
asnt or the Federal Government.

{v) Acquisition date (or date re-
cetved, if the equipment was furnished
by the Federal Governmens$) and cost.

{vi) Information from which one can
calculate the percentage of Faderal
parsicipation in the cost of the equip-
ment (net applicable to egquipment fur-
nished by the Federal Government}.

fvii) Locabion and condition of the
sguipment and the date the informa-
tion was reported.

(viii) Unlt acguisition cost.

fixy Ultimate dispesitlon data, in-
cluding date of disposal and sales price
or the method used to determine cur-
rent fair market value where a recipi-
ent compensates the Federal awarding
agency for its share.

(2) Bguipment owned by the Federal
Government shall be identified to indi-
cate Federal ownership.

(3) A physical inventory of eguipment
shall bhe taken and the results rsc-
onciled with the eguipment records at
least once every btwo ysars. Any dif-

s

2 CFR Ch Il (1-1-06 edition)

petween ouantitiss deter-
mined hy the phvsical inspection and
those shown in the accounting records
shali be investigated to determine the
rauses of the difference. The recipient
shall, in connection with the inven-
sory, verify the existence, current oti-
Hzation, and continued need for ihe
squipment.

{4) A control system shall be in efiect
to insure adequate safeguards o pre-
vent loss, damage, or theft of the
equipment. Any loss, damage, or theft
of equipment shall be investigated and
fully documented; if the equipment was
owned by the Federal Government, the
recipient shall promptly notify &the
Faderal awarding agency.

(5) Adequate maintenance procedures
shall be implemented to keep the
squipment in good condition.

{6) Where the recipient is auchorized
or requiraed to sell the equiprnent, prop-
er sales procedurss shall be established
which provide for competition to the
extent practicable and resulf in the
highest possible return.

(g) When the recipient no longer
needs the equipment, the eguipment
may be used for other activities in ac-
cordance with the following standards.
For equipment with a current per unit
fair market value of $5000 or more, the
recipient may retain the equipment for
other uses provided that compensation
is made to the original Federal award-
ing agency or its successcr. The
amount of compensation shall be com-
puted by applying the percentage of
Federal participation in the cost of the
original project or program to the cur-
rant fair market value of the equip-
ment. If the recipient has no need fer
the sguipment, the reciplent shall re-
quest disposition instructions from the
Federal awarding agency. The Federal
awarding agency shall determine
whether the eguipment can be used to
meet. the agency’s requirements. Il no
requirement exists within that agency,
the availability of the egulpment shall
be reported to the General Services Ad-
ministration by the Federal awarding
agency Lo determine whether a reguire-
ment for the equipment exists in other
Federal agencies. The Federal award-
ing agency shall issne instructions to
the recipient no later than 120 calendar

feranoag
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Geve alfue! The IeCIDIENT £ Telusdst &no
nhe T oW procedurer Shell pOveTT.

7 s Instruacled or i Gisposilion
MBLTUCTIONE &Te N0l issued within 120
celendar anve after the regipiesnt’s re-
guest, ke recipient snall sell the
eguipment and rexmpurse the Federal
pwarding agency¥ &l amount complied
LY 4PPIVINE Lo thne seles proceeds the
pereentage of Federal particlpation 1n
the oost o the original project or pro-
gram. However, the recipient shall be
perrmitted to deduct and retain from
wne Federal share $50C or ten percent of
the proceeds, whichever i lesg, for the
recipient’s selling and handiing ex-
penses .

{2y 1If the recipient is instructsd o
ship the sguipment elsewhere, tThe re-
cipient shell be reimbursed by the Fed-
era; Government by an amount which
15 computed by a2pplying the perecent-
zge of the recipient's participaltion in
wne cost of the original project or pro-
gram to the current {air market value
of the egmipment, plus any reasonable
shipping or interim storage cOsSte 1n-
curred.

{3) If the recipient is imstructed to
otherwise dispose of the equipment, the
recipient shall be reimburssd by the
Federal awarding agency {or such costs
incurred in its disposition.

(4 The Federal awarding agency may
Teserve the right te transier the title
w0 tne Federal Governmeni or to a
tHirG party named Dy the Federa: Gov-
ernment wben such Lhiré party 1= oib-
erwise €liglble under existiilg staluies.
Such trans{sr shall be subjest to the
following standards.

(i The eguipment shall be appro-
prisiery iGentafied 1iv the award or Oth-
erwlse mabe known Lo the recipient in
WwWIiting.

{11) The Federal awsarding agency
shiall issue disposition instructions
vitiin 120 calendar days afier recelpt
of a final inventory. The final inven-
vory shell list &li eguipment aocguired
with grant funds end {ederzlly-owned
eguipment 1Y the Federal awarding
agency falis to issne dispgsition in-
structions within the 120 caiendar day
period, the recipient shaeli apply the
standards of this section, a& aDppro-
risbe.

1:1) When the TFedersl
a2 BNCY gxorgises

awarfing
138 right L6 LeEE UiTlE,

et

t 215.85 Supplies and other expend-
aple property.

ia) Title uo supplies and other e
pendable property snall vest it the re-
clpient aporn woguisition. I there 16 &
residual anverntory of unused supphies
exceeding $5000 1n  total aggregate
value npen uermination or completion
of the project or program ant the sup-
- plies are not needef for any other fed-
srzlly-sponscred prolect or prograrn,
the recipient shall rebtain the suppiies
for use on non-Federa! sponscred ad-
vivities or sell them, but shzall, in ei-
ther case, compensabe the Federal Gov-
srnment for 1ts share The amount of
compensation shall be comiputed in the
same manner as for equipment.

{b, The recipent shall nOl use sup-
ples acguired with Federal funds toc
provide services Lo non-Federal outside
orgamzabions {or a fee that is less than
prmvate companies charge {or eguiva-
lent services, nnless specifically au-
thorized oy Pederal siatute zf long as
tne Federzl Governmeni retzins ar in-
Lerest in the supplies.

¥

§215.36 Intangible property.

(&) The recipient meay coD¥Tight any
worE that i8 subject Lo copyright and
was geveioped. or {or which ownerswp
was purcnased, under an award. The
Federal awarding agency(ies, reserve a
royalty-free, nonexclosive and rev-
gcable right to reproduce, pabliish, or
otherwise use the work {for Federal puar-
poseg, ant Le authorizse othere Lo ao 850,

{b; Recipients are subjsct to applics-
ble regulations governing palents anc
inventions, including governrment-wide
regulations issued by the Department
ol Commerce at 37 CFR part 401,
“Rights 1o Inventions Mate by Non-
profit Organizations zndéd Small Busi-
ness FPirms Under Government Grants,
Contracts and Coeopperative  Agres-
ments.

{C) Tne Federal Government hze uhe
right wo:

(1; Obtein, reproGuee, papiish or olh-
BTWISE Use 1he CGawe first produoced
unbe” ar &warc.

et

o

( ATTACHMENT C/

=

Desne |9 or 2D eecic




§215.37
o.oapthomze athers Lo receive, rapro-
duce, publish, or stherwise uss such

data for Federal purposes

vy 71y In addition, in responss S0 &
Fraadom of Information act (FOIA) re-
cmest for resaarch dats relating o pub-
lished rescarch findings produced under
an award shat was used by the Federal
Sovernment in developlng an agency
action that has the force and effect of
law, the Fadera! awarding agency shail
request, and the recipient shall pro-
vide, within a reasonable time, the re-
search data so thai they can be made
available to the public through the pro-
cedures established under the FOIA. If
the Federal awarding agency obtains
the research data solely In response Lo
a FOIA request, the agency may charge
the requester a reasonzble fee equaling
the full incremental cost of obtaining
the research data., This fee should re-
fiect zosts incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This fee is in addition fo any fees
the agency may assess under the FOIA
(& U.8.C. 552(a)4)(AN.

(2) The following definitions apply
for purposes of paragraph (d) of this
section:

(i) Research data is defined as the re-
corded factual material commonly ac-
cepted in the scientific community as
necessary to validate research findings,
but not any of the following: Prelimi-
nary analyses, drafts of sclentific pa-
pers, plans for future research, peer re-
views, or communications with col-
leagues. This “recorded’ material sx-
cludes physical objects (e.g., laboratory
samples). Research data also do not in-
clude:

(A) Trade secrets, commercial infor-
mabion, materials necessary to be held
confidential by a researcher until they
are published, or similar information
which is protected under law; and

(B) Perscnnel and medical informa-
tion ané similar information the dis-
closure of which would constitute a
cleariy unwarranted invasion of per-
sonal privacy, such as information that
could be used to identify a particular
person in a research study.

/i) Published is defined as either
when:

(&) Research findings are published
in a peer-reviewed sclentific or tech-
nical journal; or

2 CFR Ch. 1l (1-1-06 Edition)

‘B3 £ Faderal agsney pablicly and of-
Serwelly oites the resesren findings in
support of an agenecy action that has
the force and effect of law.

111} Used hy the Federal Zovernment
in developing an agency action that
has the force and effect of law is de-
fined as when an agency publicly and
officially cites the research findings in
support of an agency action that has
the force and effect of law.

(e} Title to intangible property and
debt instraments acquired under an
award or subaward vests upon acguisi-
tion in fthe recipient. The recipient
shall use that property for fthe origi-
nally-authorized purpeose, and the re-
cipient shall not encumber the prop-
erty without approval of the Federal
awarding agency. When no longer need-
ed for the originally authorized pur-
pase, disposition of the intangible prop-
erty shall occur in accordance with the
provisions of §215.34(g).

[68 FR 26281, May 11, 2004, as amended at 70
FR 51881, sug. 31, 2005]

§215.37 Property trust relationship.

Real property, equipment, intangible
property and debt ingtruments that are
acquired or improved with IFederal
funds shall be held in trus{ by the re-
cipient as trustee for the beneficiaries
of the project or program under which
the property was acquired or improved.
Apencies mey reguire recipients to
record liens or other appropriate no-
tices of record to indicate that per-
sonzal or real property has been ac-
quired or improved with Federal funds
and that use and disposition conditions
apply to the property.

PROCUREMENT STANDARDS

§215.40 Purpose of procurement
standards.
Sections 21541 through 215.48 sed

ferth standards for use by recipients in
establishing procedures for the pro-
purement of supplies and other expend-
able property, equipmenst, real propersy
and ofher services with Federal funds.
These standards are furnished to en-
sure that such materials and services
are obtained in an effective manner
and in compliznce with the prowvisions

58
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of anpticaple Federaz! slztules ang er-
eculive oraers Neo addivional procure-
renl standerds Or regUITEINEnLE Shall
pe 1mposed by the Federal award:ing
wEENClsl UpOL Teo1plente, UNiess SPe-
cifically reguired by Federal statule or
exeoutive order o7 approved by OME

L 21541

The svandaris contained in Hthis sec-
tion do not relieve the recipient of the
conirattual  responsibpilities arising
under ite contract{s). The reciplient is
rhe responsible authority, without re-
ponrse o the Federal awarding agency,
regarding the setilement and satisiac-
troxn of all contractual and adminisira-
tive issues arising out of procurements
entered lnte in support of an award Or
other agreement. This includes dis
putes, claime, proteste of award, source
gvalnation or other matiers ¢f a con-
wractual nature. Matiers concerning
viplalion of statue are o be referred
wo such Federal, State or local author-
ity as may have proper jurisdiction.

Hecipient responsibilities.

12156.42 Codes of conduet.

The recipient shall maintain written
svendarde of comduct governing the
nariormance of 1be employees engaged
in the award andéd administration of
contracts. No employee, officer, or
agent shal! participate in the selsction,
award. or administration of & contract
supported vy Federal funds if 2 real or
apparent conflict of interest would be
invoived. Buchk & conflict would arise
when the employee, officer, or agent,
any member of his or her immediate
jzmily, nis or her pariner, por an orga-
nizatlon whnich employs or if about Lo
empicy any of the parties indicated
hereln, has 2 financial or other interest
in the firm selected for an award. The
officers. emplovees, and agenis of ihe
recipient snzil neither solicit nor ac-
cept gratuities, {favors. or anything of
monewary value {rom contractors, or
parties to subagreements. However, re-
cipients miay set standards for situa-
wione in which the finencial interest is
1ot substantial or the gift 18 an unso-
iicited ivem of nmominal value. The
sivendards of comduct shall provide for
disciphnary actions %o be applied for

[ Faal
[\
-
[$a]
I~
I o

215048

L

Compettion.

Procuremenl LalSacLlOng Sitki.
be conducitel I &2 IMalner 1o pTOvIGe
Lo The meximurm exvent practiczl. oper
and iree competitiorn. Toe reciment
shall be alerl W orgamzational oo
fiicoe of interest as well as noncompei-
tive DPractlCeE &MONE CONTTACLOTE Thal
meYy restrict or eliminate competitior
or OLNierwise Tesiraln irade. In order o
ensure objecllve contractor perforin-
ance and eliminzte unfalr compebitive
advantage, contractores that develon or
draft  specificavione, reguirements.
statements of work, inviuatvions {or
bide andsor requeste for proposals sprl
be exclnded from competing for such
procurements. Awards shell be made oo
tne bidder or offeror whose bid or offer
i responsive W the solicitation amd is
most advaniageons to the recipient,
price, grality and other lactors consid-
ered. Solicimatione shall clearly set
forvh all reguirements that the Didder
or offeror shall fulfill in order for the
bid or offer tc be evaluated Dy the re-
cipient. Any and all pids or ofiers may
pe rejected wnen it is in fhe recipient’s
interest 1o dc so.

$215,44 Procurement procedures,

(2) A11 recipients shall establish writ-
wen  procurement procedures. Tnese
procedures skall provide {for. at a min-
imum, that paragraphs {a)(1), {2; and
(3) of this section apply.

(1) Recipienis zavoid purchasing un-
DEesesSsAry inems

(2) Whnere appropriale, an anslysis 1s
mate of lease and purchase alter-
natlves o determine wnich would be
whe most economical angd practical pro-
curement {or the Federal Government,

(2) Boliciteiions for goods and serv-
ices provide {or all of the following.

{1} £ clear znd zocurate description
of the technical requiremnene for the
material, product or service L be pro-
cered In competitlve DProCurernsnis.
such z description skall not conisln
{features which unduly restrict com-
petition.

(i1) Reguiremente which the Diddern
offeror must fifily and all oiher fzc-
LUrE L4 De bssf in evaluating bide or
Droposale

viclatione of such standards Dy offi- (4117 A& O88CripLi0n Whenever Drat-
cers, ermplovees. or ZEenLE Of ihe re-  Gicable, of technical reguirerments i
crpient. i nouions e pe performed o
-L
o
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£215.45

parfomma including  the
range nhable characteristics or
minimum atceptable standards.

‘iv) FPhe specific features of “‘brand
name or egual’ descriptions that bid-
ders are required to meet when such
items are included in the solicitation.

(vy The acceptance, to the extent
practicable and economically feasible,
of products and services dimensioned in
the mestric system of measurement.

(vi) Prefsrence, to the extent prac-
ticable and economically feasible, for
products and services that conserve
natiral regources and protect the envi-
ronment and are energy efficient.

(b) Pesitive efforts shall be made by
recipients to utllize small businesses,
minority-owned firms, and women’s
husiness enterprises, whenever pos-
sinle. Racipients of Federal awards
shall take ali of the following steps to
further this goal.

(1) Ensure that small businesses, mi-
nority-cwned firms, and women's busi-
ness enterprises are used to the fullest
extent practicable.

(2) Make information on forthcoming
opportunities available and arrange
time Irames for purchases and con-
tracts to encourage and facilitate par-
ticipation by small businesses, minor-
ity-owned firms, and women's business
enterprises.

(3} Consider in the contract process
whether firms competing for larger
contracte intend to subcontract with

of &

small husinesses, minocrity-owned
firms, and women’s businaess enter-
prises,

(4) Bncouragse contracting with con-
sortiums of small businesses, minority-
owned {irms and women's business en-
terprises when a contract is foo large
for one of these firms to handie individ-
nally.

(5) Use the services and assistance, as
appropriate, of such organizations as
the Small Business Administration and
the Depariment of Commerce’s Minor-
ity Business Development Agency in
the solicitation and uwtilization of
small businesses, mincrity-ownad firms
and women’s business enterprises.

(¢} The type of procuring instruments
usad (e.g., [ixed price contracts, cost re-
imbursable contracts, purchase orders,
and incentive gontracts) shall be deter-
mined by the recipient but shall be ap-

60
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2 CFR Ch. il (1-1-0% Edition)
propriate Jor the parcicular procure.
meant and for promoting the hest inger-
s5t of the program or project involvad.
The “eogt-plus-a-percentage-of-cost’”
or “‘percentage of construction cost™
methods of contracting shall not be
zsed.

(d) Contracts shall be made only with
responsible contractors vwho possess
the potencial ability Lo perform suc-
cessfully under the terms and condi-
vions of the proposed preocursment.
Consideration shall he given to such
matters as contracior integrity, record
of past performance, financial and
technical resources or accessibility to
other necessary resources. In certain
circumstances, contracts with certzin
parsies are restricted by agencies’ imi-
pilementation of E.O.5 12649 and 12689,
“Debarment ang¢ Suspension.”

(e) Recipients shall, on reqguest, make
available for the Federal awarding
agency, pre-award review and progure-
ment docwments, such as reguest for
proposals or invitations for bids, inde-
pendent cost estimatbes, etc., when any
of the foliowing conditions apply.

(1) A recipient's procurement proce-
dures or operation falls to comply with
the procurement standards in the Fead-
eral awarding agency's implementation
of this part.

(2} The procurement is expected to
exceed the small purchase threshold
fixed at 41 U.S.C. 408 (11 (currently
£23,000) and is to be awarded without
competition or only one bid or offer is
recelved in response to a solicifation.

{3} The procurement, which I8 ex-
pected to exceetd the small purchase
threshold, specifies 2 '‘brand name”
product.

{4) The proposed award over the
small purchase threshold is o be
awarded to other than the apparent
low bidder under a sealed bid procure-
ment.

(5) A proposed contract modification
changes the scope of a contract or in-
creases the contract amount by more
than the amount of the small purchase
threshold.

§215.45 Cost and price analysis.

Some form of cost or price analysis
shall be made and documented in the
procurement files in connection with

ATTACHMENT
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wry procaremenl action. Frist alsi-
i ey De atfomplisned in variont
comparison of

T

&

£

weye, inciuding  Lhe
Price GUOLALICNE BUbLMILLeE, mariel
prices ané similer indiciz, Logether

witn discounts. Cosl ana.veis 1& the re-
view and evaluation of esch element of
cost L0 delermine TeiSOnaliensse,
allocanility and allowabilisy

t 215,46 Procurement records.

Procurement revords ané files for
purchases in excess of the small pur-
chase thresnold shall include the fol-
lowing a0 & MIinimum:

(2, Bagie for contractor selection,

(b, Justification for lack of competi-
710N wher compeiiTive blds or oifers
are noi obtained; and

ic; Basie for award cost or price.

¢215.47 Contract administration.

£ sysiem: for contract administration
shall be meaintained to ensure con-
tractor conformeance with the terms,
conditions znd specifications of the
contract and to ensure adequite and
timely follow up of all purcnases. Re-
cipiente snall evaluate CONITrasLOr Ler-
{formance and document, && &DDPTo-
priate, whether contractors have met
the erms, conditions and specifica-
ticns of the contract.

£ 215.48

The recipient shall imciude, in addi-
701 L6 provisione to define & soundé and
compiete agreement, the {ocliowing pro-
vigions in all contracts The following
provigions shall alsc be applied to sub-
ConLracts

(&) Conbracts in excess of the small
purchase inreshold shall contaln con-
tracinal provisions or conditions that
allow for adrninistrative, coniraciual,
or legzl remedies in instances 1p whach
2 contractor viclates or breaches Lhe
contract terms. and provide for such

Contract provisions.

remedlal aCHionE 28 mMay be appro-
prigue.
(b} A1} comtracts in excess of ithe

smiall purchase threshold shall contaln
switabie provisgions {or termination by
the recipient, including the manner by
which termination shell be eflecied
and the basis {or settlemen:. In addi-
tion, such contracts shiall deseribe con-
ditiong nnder which the contract may
be terminzted for delault as well as

§215.4¢E
vondinient whnere the GONLTA0T el of
Lerminated LecalusSe Of Clroumslance:s
pEYONG tht contro! of Lhe contraclor

(¢ Hxcept ag Otherwlse reguired oy

Latube, &L awaré thal reguires the
scontralting  {or sabsontraciingy  {or
construction or lacllity improvernence
shall providge {for the recipient 1o iollow
1TE own reguiremeéents relaving to hbicd
glarznbees, DEriOrmance Londs, and
peyment bonde unless Lne CONSTTUCTIUN
contract  or  Subcontract  exceeds
$106,000. For those coniracte or sub-
consracts exceeding 100,000, the Fed-
eral awerding agency meaey accept ine
bonding policy and reguirements of the
recipient, provided the Federal award-
ing agency has made 2 determinaticr
thet the FPederal Government’s interest
iz adeguately protected. If such a de-
termination has not been made, the
minimum reguirements shail be as fol-
1oWs.

(1) A bid gusrantee from each bidder
equivalent to five percent of the bid
price The “Did guarantee’ shall con-
sist of a firm commitment such as &
bid bond, cersified check, or other ne-
gotizble instrument accompanying a
pid a& assurznce that the bidder shall,
upon accepiance of nis bid, execute
such contractiual dpcuments as may De
required within the time specified.

(2; & periormance hond on the part of
the contracior Tor 100 percent of the
comtract price. A “performance bond™
ie ome exscuted in conmection with 2
contract 1o secure {uifilttnent of all the
contractor’s obligations under such
contract

(3, £ payment bond on the part of the
conwactor for 100 percent of the con-
Lract price. A “payment bomd’ iE one
execniet in connectiorn with a contract
t0 zssure payment as required by suat-
ute of &)l persons suppiying labor and
material in the execintion of the work
provided for in the contract.

(4) Where bonds are requiref in the
situations descriped herein, the bonds
chall be obirined from companies hold-
ing certificates of 2UthoOTILY && 2CCEDL-
able suretier pursuant to 31 CFR part
228, "Surety Companies Doing Business
with the Unised Stabes "

{d; All megotiziel CODLTaClE [eXCepl
tnose {or less than the smmall purchase
threshold, awarded by recipiente shall
incigfe £ provision e the effect that

O

A,
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§218.50

ihe reciprent, whe Federal awarding
agsncy, the Compurelier General of vhe
United States, or any of their daly an-
thorized representatives, shall have a6-
cess to any books, documents, papars
and records of the sontractor which are
directly persinent to a speclfic pro-
gram for the purpose of malring audiis,

examinations, excerpts and iran-
scriptions.
(e) All contracts, including small

purchases, awarded by recipients and
their contractors shall contain the pro-
curement provisions of appendiz A to
this part, as applicable.

REPORTS AND RECORDS

§215.50 Purpose of reports and
records.

Sections 215.51 through 215353 set

forth the procedures for monitoring

and reporsing on the recipient's finan-
cizl and program performance and the
necessary standard reporting forms.
They alsc set forth record retention re-
guirements.

§215.51 Monitoring and reporting pro-
gram performance.

{2} Recipients are responsible for
managing and monitoring each projsct,
program, subaward, function or activ-
ity supported by the award. Recipients
shall monitor subawards to ensure sub-
recipients have met the audit require-
ments as delineated in §215.26.

(b) The XFederal swarding agency
shall prescribe the freaquency with
which the performance revorts shzall be
submitbed. Except as provided In
§215.51(f), performance reports shall
not be required more freguently than
quarterly or, less frequenfly than an-
nually. Annual reports shall be due 90
calendar dazys after the grant year;
guarterly or semi-annual reports shali
be due 30 days after the reporting pe-
rind. The Federal awarding agency may
require annual reports before the anni-
versary dates of multiple year awards
in liew of these requirements. The final
performance reports are due 80 cal-
andar days after the expiration or ber-
mination of the award.

(¢) If inappropriate, a {inal technical
or performance report shall not be re-
guired after completion of the project.

82

2 CFR Ch. i (1-1-04 Edition)

idi When regtired, performance re-
ports shall generally contailn, for sach
award, prief informeation on each of the
foliowing.

(1) A comparison of aciual accom-
plishments with the goals and objec-
tives established for the period, the
findings of the invesfigator, or both.
Whenever appropriate ang the output
of programs or projects can be readily
gquantifisd, such guantitative data
should be related to cost data for com-
putation of unit costs.

{2) Reasons why ssiablished goals
were not met, il appropriate.

{3} Other pertinent information in-
cluding, when appropriate, analysis
and explanation of cost overruns or
high unit costs.

(e) Recipients shall not be required wo
submif more than the original and two
copies of performance reports,

(£ Recipients shall immediately no-
tify the Federa! awarding agency of de-
velopments that have a significant im-
pact on the award-supported activities.
Also, notification shzall be given in the
case of problems, delays, or adverse
conditions which materially impair the
ability to meet the objectives of the
award. Tnis notification skall include a
staternent of the action taken or con-
templated, and any assistance nesded
to resolve the situation.

(g) Federal awarding agencies may
mealke site visits, ag needed.

(h) Federal awarding agencies shall
comply with clearznce requirements of
5 CFR part 12320 when reguesting per-
formance data from recipients.

£215.52 Financial reporting.

(a) The following forms or such other
forms as may he approved by OMB are
authorized for obtaining financial in-
formasbion from recipients.

(1) SF-259 or 3F-269A, Financial Sta-
tus Report.

i) Each Federal zwarding agency
shall require recipients to use the SF-
269 or SF-2694A to report the status of
funds for 211 nonconsiruction projects
or nrograms. A Federal awarding agen-
cy may, however, have the option of
not requiring the SF-269 or SF-268A
when the SF-270, Reqguest for Advance
or Reirmbursement, ar SF-272, Report
of Federal Cash Transactions, is deter-
mined to provide adequate information
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el iLE 1seQ:. excepl Uhael s final

SF-26L2 gnall be requiret

4
8
ik

F-270 ir used oniy {or advalces.
;
i

i, Tne Federa]l awarding apgency
snzll prescribe whether Lhe repori shail
pe On x cash or accrual basis. If the
Federal awearding agency requireg ac-
crua. miformeation and The reciplent’e
2GCOULIITE TeCords aré Lol normally
rept or the accrual basis, Lhe recipient
shall not be required Lo convert 1iE ac-
counting system, bput shall develop
such acorual informavion through best
estimases based on an analysie of the
documensation o hand

{i1i) The Federa]l swarding agency
shall determing the frequency of the
Financal Status Report {or each
project or program, oonsidering the
size and complexity of the particualar
project or program. Bowever, the re-
port shall not be reguired more ire-
guently than guarterly or less ire-
guently than annually. & final report
shall be reguired at the completion of
fne agreement.

(iv) The Federa) awarding agency
shall reguire recipients to snbmit the
SF-268 or SF-2654 {an original and no
moTe than Ywo copies; no later than 30
deye efter the eng of each specifie€ re-
porsing period for guarterly and semi-
annual repcrte, and 90 calendar days
{for annual and fina) reports. Exten-
sioue of reporting due dates may De AL-

roved by the Federal awarding agency
upon reguest of the recipient.

{2y BY¥-272, Report of Federal Cash
Transactions.

(1 Wnen {unds zre advanced Lo ré-
cipients the Federal awalding agency
shall reguire each recipient Lo submit
the SF-277 and, when necessary, its
continuasion sheet, 8F-272z. The Fed-
eral awarding agency shall use this re-
port to monivor cagh advanced o Tre-
cipients and Lo obiain disbursement in-
formation lor each agreement with the
reclpients,

(i1) Federal awarding agencies may
require forecasts of Federgl cash re-
guirements in the “Remarks” section
of the report.

{iil; Whnern pr

may
TnE
Cash

hree

reglire recipienis o report in
CRearks’ sestion the amount of

wGvances received in exsess of

(o]

g

L
e

”
<

[
o

DI
Ehituis

AeyE  TeerniDienDLE 5NLTt
NATIRIIVE EXTLaLELIONE F AUTLONE Laken
L0 FEQUGE WhE £XCESE DALRIICEE.

av: Recipiente sheli Le reguired Lo
SUIDM1L NGt MOTE TRAL Whe urigina! and
WO copies of tne SF-27Z 10 caiendar
gays foliowing the end ol eack guarter
Tht Federa! awarding agenclies may re-
guire a montnly report {rom those re-
cipients recelving advances Lotaling §l
million or more Per year.

tv; Federal awarding agencies may
waive the requirement {or submibsion
pi the 5P-292 for any one of the iol-
lowing reasons:

{£) When monthly advances 4o not
exceed §28,000 per recipient, provided
that such advances are moenitored
through other formes contained in this
section,

(B} ¥ in the Federal awarding agen-
c¥’s opinion, the reciplent’s accounting
controle are adeguate to minimize ex-
cessive Federal advances; or,

(Y When the electronic payment
mechanismes provide adequate dala.

(v} When the Federal ewarding zgen-
cy needs additional information or
more ireguent reports, the ipliowing
shall pe observed.

{1} When additional information iz
nested to comply with legislative re-
guirernents, Federal awarding agencies
shall iBsue instructions to reguire re-
cipiente ¢ submit such miormation
under the “"Femzarks' section of ine re-
POTSS.

(27 When 2 Federal awarding agency
determines that a reciplent's account-
ing system doee not meel the standards
in §215.21, =zaditionzl pertinent infor-
mation Lo jurther moniter awards may
be obiained npon writtern notice to the
recipient until such time a& the system
ie brought up 16 standard. The Federal
awarding agency, in obtaining this in-
{ormetion, sheall comply with report
clearance reqguirements pf 5 CFR part
1220

(3j Federa: awearding agencles are en-
couraget to shade out any line item on
any report if not neCessary

4; Federal awarding agencies mey
accept the identical infermation irom
the recipiente 1o machine readablie {or-
mial ©or compiber prinuouls or elec-
tronic cavprte in liew of prescribed {or-
mais.
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§215.

fhy Ferderal spwariing Agenciss maly
wrovide computer oF clecironic oniputs
L6 reciplents when such ewpedites or
sonuribunes to the accuracy of report-

ing

£215.58 Retention and access require-
ments for recovds.

(a) This section sets f[orth reguire-
ments for record retention and access
to records for awards to recipients.
Federal awarding agencies shall not
impose zny other record retention or
access requirements upon recipients,

(b) Finanecial records, supporting doc-
aments, statistical records, and all
other records pertinent to an award
shall be retained for a period of three
years from the date of submission of
the final expenditure report or, for
awards that are renewed quarterly or
annually, from the date of the submis-
sion of the guarterly or annnal finan-
cial report, as authorized by the Fed-
eral awarding agency. The only excep-
sions are the following.

{1y If any litigation, claim, or andit is
started before the expiration of the 3-
vear period, the records shall be re-
tained until all litigation, claims or
zudit findings involving the records
have been resolved and {inal action
balan.

(2) Records for real property and
equipraent acguired with Federal funds
shall be retained for 3 years after final
disposition.

(3) When records are $ransferred to or
maintained by the Federal awsarding
agency, the 3-year retention require-
ment is not applicable to the recipient.

(4} Indirect cost raie proposals, cost
allocations plang, ete. as specified in
§215.53(g).

() Copies of original records may be
substituted for the original records if
authorized by the Federzl awarding

2gency.
(d) The Federal awarding agency
shall request transfer of certain

records to its custody from recipients
when it determines that the records
possess Jong term retention value.
However, in order to avoid duplicate
recordkeeping, a Federal awarding
agency may malke arrangements for re-
cipients fo retain any records that are
continuously needed for joint use.

2 CFR Ch. Il (1-1-06 Edition)

1, The Faderal awarding agency, the
Inspector General, Comptroller Gen-
eral of the United 3tates, or any of
their duly antherized representatives,
have the right of timely and unre-
siricted access Lo any bhooks, docu-
ments, papers, or other records of re-
cipterits that are pertinent Lo the
awards, In order to make audifs, ex-
aminations, ewcerpts, transcripts and
copies of such documents. This right
also includes timely and reasonable ac-
cess §0 a recipient's persoannsl for the
purpose of interview and discussion re-
lated to such documents. The rights of
access in this paragraph are not lim-
ited to.the reguired retensionm period,
but shall last 25 long as records are re-
tained.

(f) Unless reqguired by statute, no
Federal awarding agency shall place
restrictions on recipients that limit
public access to the records of recipi-
ents that are pertinent o an award, ax-
cept when the Federal awarding agency
can demonstrate thai such records
shall be kept confidential and would
have been exermnpted from disclosure
pursuant to the PFreedom of Informa-
tion Act (6 U.S.C. 352) if the records
had belonged to the Federal awarding
Agency.

(g) Indirect cost rate propesals, cost al-
locations plans, etc. Paragraphs (g)1)
and (gX2) of this section apply to the
following types of documents, and their
supporiing records: indirect cost rate
computations or proposals, cost alioca-
tion plans, and any similar accounting
computstions of the rate at which a
particular group of costs is chargeable
(such a8 computer usage chargeback

rates or composite fringe Dhenefit
raves).

(1) If submitted for negotiction. If the
recipient submits to the Federal

awarding agency or the gubrecipient
submits to the reciplent the proposal,
plan, or other computation to form the
hasis for negotiation of the rate, then
the 3-ysar retention period for its sup-
porting records starts on the date of
such submission.

(2) If nof submitted for negotivtion. If
the recipisnt is not reguired to submit
to the Federal awarding agency or the
subrecipient is not required to zubmit
0 the recipient the proposal, plan, or
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LULE! ComDdLation 107 nerotialiln puln-
poseE, Dhel Uhe Z-veal relellion perod
{ur the proposa:. plan, 07 oUher Com-
pULation and :Le Supporiing Tecords
suarte zt the end of the fiscal year jor
utner acLOUnting pericd; covered Ly
The proposal, plan, 0F other COIMprlsa-
Lion.

TEEMIFATION AND ERFORCEMENT

¢ 216.60 Purpose of terminstion and
enforcement.
Sections 215.61 and 21862 set forin
umform suspension, uermination &nd
enforcement procedures.

$215.61 Termination

e Awards may De Lerminated inL
wnole or 1o part only i paragraphe
{e)1) (2) or (3) of this section apply.

11y By the Federal awarding agency,
1Y & recipient materially fails to com-
ply with the terms and conditions of 2n
award.

(2) By the Federal awarding agency
with the consent of the recipient, in
whnich caese the two parties shall agrse
upon the termination condivions, In-
cluding the effective date and, in the
cese 0f partial termination, the poriion
to be terminated.

{3y By ihe reciplent upon sending to
tne Federal awarding agency writter
notification setiing forth the reasons
for such fermunaticm, the effective
dave, and, in the case of partial termi-
nation, the portion Lo be terminated.
Bowever, i the Federal awarding agen-
cy determines in the case of partial
sermination that the refuced or modi-
fied portior of the grant will not ac-
complish the purposss for which the
grent was mafe, it may terminate tne
granl 1t its entirety under either para-
graphs (2)1) or {2; of ikris section.

oy I cosbe are alioweld under an
award, ohe responsibilities of the re-
ciplent referred te in §21671{a;, includ-
1ng Toose {or Property mAanagement as
applicable, shall be considered in the
verminacion of the award, and provi-
sion shall be made for continulng re-
sponsibilivies of the recipient afier wer-
AN&LION, &8 ADDIOPriat

£215.62 Enforcement.

‘e Remedies for noncomplionce, 17 & re-
iulent meserizlly {aile W comply Witk

3]

Ln

The vermt ant Congition: of &l avwart.
wiisLlier SlLaiusl It & ae
TeguiatloT, ASSUranhte, =Dp
notice of award, the Federal awearding
agency may, in addition o imposing
=ny of tne special conditions cutlined
in U23F 14 take one or more of tne 1oi-
lowing =CLiOnE 28 aPproprisis 1L The
CITCUTNSLANGES

3y Temporariiy withhold cash pay-
ments pending corrsction of Tthe defi-
clency by the reciplent oy more severe
enforcement action by the Federal
awarding agency.

(2y Disellow (that ig, deny both use of
funds and any zapplcebie metching
credit for) all or part of the cost o the
activity Or action noi in compliznce.

{3; Wnolly or partly suspend or ber-
minate the current award

f4) Witohold further awards for the
Projecl O Program.

(&) Take otber remedies that may be
legally available.

(py Hearings ond appeals. In taking an
enforcement aciion, the awarding
agency shall provide the recipient an
ppporounity {or hearing, &ppeal, or
pther adminisirative procesding o
which the recipient iz entivied under
any statute or regulation applicable ic
the aetion invelved,

(o) Effects of suspension ond iermi-
neiion., Coste of & recipient resuiting
ifrom ebligavions incurred by the re-
cipient during & suspension or after
termination of an award are not allow-
able unless the awarding aAgency ex-
presgly authorizes them in the nolice
of suspension or termination or subse-
guently., Other recipient costs during
suspensicn or after termination which
are necessary and not reazsonably
svoidable zre allowable if paragraphs
oMl and (23 of this secbion apply.

{1; The coste result from obligations
which were properly incurred by the re-
siplent before the effective date of sue-
pension or Lermination, are notl in an-
ticipation of it, and in the case of a Ler-
mination, are noncanceliable.

(27 The costs would ve allowabie if
nne award were npt suspended or ex-
piref normally &t the ené of the fund-
ing pericd in whick the lErmMINATIOR
teizes effect.

() Reluvonship to agborment ond Sus-

pernsion. The enforcement remedies
icentified inm  thie seciionm. incivding

Y
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§215.70

ination, do nov

suspension and rer
praciude a recipient from being subject
w0 deharment and suspension under
0.5 12549 and 12689 and the TFederal
wwarding apency implementing regula-
tions (see §215.13).

Subpart D-—Affer-the-Award
Reqguirements

§215.70 Purpose,

Sections 215.71 through 215.73 contaln
closequt progcedures and other proce-
dures for subsequent disallowances and
adjustments.

%214.71 Closeout procedures.

(a) Recipients shall submit, within 80
caiendar days after the date of comple-
tion of the award, all financial, per-
formance, and other reports as required
by the terms and conditions of the
award. The Federal awarding agency
may approve extensions when re-
quested by the recipient.

{b) Unless the Federal awarding agen-
cy authorizes an extension, a recipient
shall liquidate all cbligations incurred
under the award not later than 50 cal-
endar days after the funding period or
the date of completion as specified in
the terms and conditions of the award
or in apgency implementing instrac-
tions.

{¢) The Iederal awarding agency
shall make prompt payments fo a re-
cipient for allowable reimbursable
costs under the award being closed out.

(d) The recipient shall promptly re-
fund any balances of unobligated cash
that the Faderal awarding agency has
advanced or paid and that is not au-
thorized to be retained by the recipient
for use in other projects. OMB Circular
A-128 governs unreturned amounts that
become delinguent debis.

{e) When authorized by the terms and
conditions of the award, the Federal
awarding agency shall make a setile-
ment for any upward or dewnward ad-
justments to the Federal share of costs
after closeout reports are received,

(f) The recipient shall account for
any real and personal property ac-
guirad with Federal! funds or received
from the Federal Government In ac-
cordance with §2156.31 through §415.37.

{r) In the event a final audit has not
heen performed prior to the closeout of

66

2 CFR Ch. {1 (1-1-06 Edifion)

ar award. the Federa! awarding arency
shail retaln the right to recover an ap-
propriate amount after fully consid-
ering the recommendatiens on  dis-
allowed costs rzsulting from the final
auvdit.

§215.72 Subsequent adjustments and
continuing responsibrilities.

(z) The closenut of an award does not
affect any of the following:

(1) The right of the Federal awarding
apency o disallow costs and recover
funds on the basis ¢f a later audit or
other review.

(2} The obligation of the recipient to
return any funds due ag a resunlt of
later refunds, corrections, or other
transactions.

(1) Audit requirements in §215.26.

(4) Property management reguire-
ments in §215.31 through §215.37.

{5) Records retention as required in
§215.53.

fhy ATher closeout of an award, a rela-
tionship created under an zward may
be meodified or ended in whole or in
part with the comsent of the Federal
awarding agency and the recipieng,
provided the responsibilities of the re-
cipient referred to in paragraph (a) of
this section, including those for prop-
erty management 2s applicable, are
considered and previsions made for
confinning responsibilities of the re-
cipient, as appropriate.

168 FR 28201, May 11, 2004, as amended at 70
PR 51881, Aug. 31, 2005)

§215.73 Collection of amounts due.

(a) Any funds paid to a rzcipient in
excess of the amount to which the re-
cipient is finally determined to be enti-
tled under the terms and conditions of
the award constitute a debt to the Fed-
sral Government. If not paid within a
reasonable period after the demand for
payment, the Federal awarding agency
may reduce the debt by paragraphs
(2)(1), (2) or (3) of this secticn.

{1) Mzaking an administrative offset
against other requests for reimburse-
ments.

(2) Withholding advance payrments
otherwise due to the recipient.

{3 Taking other action permitted hy
statute.

{b) Except as otherwise provided by
law, the Federzl awarding agency shall

ATTACHMENT C/
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chinygs &l opverdus aepnt I
WLCUTAAD CPE Chapter 11
CFedera! Celiection Siang-
pras .’

LPPENDIY, £ TG FLRT 235—00RTRADT

Al conirasts, awardel oy a Vvesimenl 1n-
cinding SMell purchases. shall COLRLALL Lhé
{ollowing DIovisione 2t aDplicable

1. EBgual Fmploymeny Opporiuninp—All con-
wracis shali ¢conilfln & DrovisSion Tegulring
complizuce with E O 1i24€, “Equa! Employ-
men: Opperrunivy' G0 FR 12318, 12835, 2
OFE, 19841865 Comp., © 239, a& amendsd by
E.C 1127, "Amending Executive Order 11246
Reiating w Egual Employment Oppor-
tunity,” and as supplemented DY regulations
a1 41 CFR part 60, "Office of Federal Con-
tract Compliance Programs, Bgual Employ-
ment Opportunivy, Deparument of Labor.”

2 Copeland “Anti-Kickback' Aci (18 U.E.C
874 and 40 U.S.C. 276g)—41) contracts and sub-
grente 1n excess of 200U for ceanstructior or
repair awarged by recipients &nd subrecipi-
ente shzll include = provision {or compliance
witl the Copeland " Anti-Fickback' Act (1E
T.=.C 874, as supplemented by Departvment
of Lapor regulaticns (2¢ CFE part &, “Cor-
tractore ant Subcentractors or Fonlic Bulld-
ing or Public Work Pinanced in Whole or 1o
Fart by Loans or Granis {frormm the United

vates'). The Act provifles that each cob-
tractor or subrecipient shall be pronibited
{rom ingucing, by any meanDs, any DPerson
employel 1L the constructiorn, completion, or
repair of public work, e give vp any part of
Lhe COMpensaticen w0 which he is otherwise
entitled. The recipieni spall report all sus-
pecsed OT Teporisd violalions Lo the Federal
awarding zgency

2. Dowms-Bacon Aci, of gmendsd (40 U.E.C
27%u o w-7;-Wher required by FPederaz] pro-
ETain legislation. all CconSLrucuion sONRLTachs
awardel Dy the recipients ané subreciplents
of more thao $2000 shall include 2 provasion
for compliance with the Davis-Bacon Actl (40
TEC ZMe o a7 and af supplemented by
Deparvment of Labvor regulations (236 CFR
pary &, “Lebor 8landards Provisions Applice-
we Lo Convracts Governing Federally Fi-
nanhoet ang Assisted Construction'). Under
this Act contraclbors shall be reguiref Lo pay
wWagkE 10 jrborers and mechanice al 2 rate
1ol less thazn the mimmum wages specified
inos wage desermination made by the Sec-
retary o/ Labor In zaddition, coniraclors
snrll be regriret tc pay wages not iess than
once z week, The recipient shell place 2 copy
of the cufrent prevalling wage determinztion
isEued DY wne Deparumnent of Labor 1neach
s0licitation anht the eward of & contras) shall
bt conditioned UpOUL The wOGePLeDLE O LhE
wage determination. The recipieni shali Ts-

Sk
s

Lory wll YUspECLEE OY TELOTLLE Vilialioll W
cnt Federa! ewardinl agency

¢ Conwrac: YWork Hours ond Sujely Stenda ol
Acr 140 U.S.C 327-33)i—Wnere appliczbie all
CORLYACLE awarded by recipienit il excest of
L2000 jor CcODSTIUCLINn CcoRWatls &ng ir er-
cess 0f $2500 jor other CcOnLracls thal nvolve
wne ernployment of mMeCHanicy oF JaLOTErS
shall incluge & provisior for complianee With
secuions 102 ang 107 of the Contract Work
Hounrs and Salety Standards Act (46 U.E.C.
327-323;, a: supplemenied by Department of
Labor repulations (2§ CFE pam 5. Under sec-
vion 107 of the AcL, each scoblraclar snal: De
required Lo compute the Wages of eVETY Ine-
chanit and laborer on the basis of 4 standard
woTk week of 40 nours WoTk o extess of the
standard work week 1s permissible provided
thai the worker is compensated atl z rate of
not lese thar 1% times the basic rauve of pay
for ali hours worked in excese of 4¢ hours in
the work week, Section 107 of the £ct 18 aL-
plicadle 1o construction work and provides
+hat ng lavorer or mechanis shall be required
w6 Work 1n surrounndings 6r nnder working
conditions which are UNSABRILATY, NAZATADNS
or dangerous, These reguirements 4o not
apPiy L6 Ghe purchases ©f supplles or mate-
riaie or articles ordinarily available oL the
oper market, or contracts for transporiation
or wransmizssiorn of intelligence

E. Ripghts to Inuventwns Mode Under ¢ Con-
tract or Agreement—CUDITACES OF agreements
ior Yhe performaence of szperimential, devel-
opmental, o reseerch work shall provide for
the rignts of the Federal Government and
TIit reCIpleni 1p 4ny resulting invenuior ic
accordance with 37 CPE part 401, “Rights Lo
inventions Made by Nonprofit Urganizebions
and Small EBusinese Firmes Unber Govern-
ment Grants, Conwacts and Cooperative
sgreements,” and 0¥ lMplementing regola-
tions 1ssued py tbhe awarding agency.

£ Clean A1 Act (47 U.5.C 7400 et seq.) and

the Federal Water Follution Conirol Act (12
U800 125) et seg.), as amended—CoDLTacLE
and subgrents of amounis o excess of

3.0C,000 shall copvell & Pprovisior thal re.
guires the recipient Lo agree L4 COmMpiy wick
2il applicabie standards, oraers or regula-
tiong issued pursuant to the Clean Adr Act
140 U.E.C. 7401 e seq.’ ant the Federal Weter
Folivtion Control Act as amended (38 U.E.C
1251 et sec.). Viclations shall be reporied to
tne Fe(eral awerding sgency &nd the Fe-
gional Office of the BEnvirgnmental Frotec-
oL Agency (WFA),

7. Byrd Anti-Leobbying Amendment (37 U.SO
1352)—Contraciors whe apply or ngd for an
gwart of $1060,000 or more shall {ile the re-
guired certificatiorn Each wer certilies o
Lhe tier &bove that it will not end hias not
used Federa! appropriaced funds ve pay any
pErSor 0F organizatior for influéncing or at-
vempting oo 1nfluence ar officer or empleyes

of anyv zgency, & member ol Congress, officer
or ermpioves 0 COnEress. o &l eInployes of &
———
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P1. 220

moember of Jongress in conngcwan with o
aining any Federal conerach, grant or any
sthar award noverad py 31 U.B.C 1352 Each
sier shall also disclose any lobbying with
non-Faderal funds that takes place in con-
nectlon with obtalning any Federal award.
Soch disclosures are forwarded (rom sier wo
tler up to the recipient

8. Debarment and Suspensicn (E.0.5 12M9
and 12609%~A contract award with an
amount expected to equal or excasd 325000
and certain other contract awards (see 2 CFR
180.220} shall not be made o parties listed on
the government-wide Excludad Parties List
Svstem, in accordance with the OMB guide-
lnes at 2 CFR part 18C that implement BE.C.s
12548 (3 OFR, 1986 Comp., p. 189) and 12582 (3
OFR, 1689 Comp.. p. 235), '“Debarment and
Suspension.' The Exctuded Parties List Sys-
tem contains the names of parties debarred,
suspended, or otherwise excluded by agen-
nies., as well a5 parties declared ineligible
pnder statutory or regulatory authority
ather than E.O. 12548.

[69 FR. 26283, May 11, 2004, s amended at 70
FR 51879, Aung. 31, 2008)

PARTS 216-219 [RESERVED]

PART 220—COST PRINCIPLES FOR
EDUCATIONAL INSTITUTIONS
(OMB CIRCULAR A-21)

Sec.

220.5 Purpese.

220.10 Scape.

220.156 Policy.

220.20  Applleability.

290,25 OMD responsibiitties.

220.30 Federal agency responsibilities.

290,35 Eifective date of changes.

220,10 Relationship to previcus issuance.

790.45 Information contact.

APPENDIX A TO PART 220-—PRINCIPLES FOR DE-
TERMINING COSTS APPLICABLE TO GGRANTS,
CONTRACTS, AND OTHER AGREEMENTS WITH
EDUCATIONAL INSTITUTIONS

AUTHORITY: 31 U.8.C. 503; 31 U.S.C. 1111; 41
15.8.C. 405; Reorganization Plan No, 2 of 1970,
E.0. 11541, 36 FR 10737, 3 CFR, 1866-1870, p.
938,

SouRcE: 0 FR 51881, Aug. 31, 2005, unless
otherwise noted.

§220.5 Purpose.

Tnis part establishes principles for
determining costs applicable to grants,
contracts, and other agreements with
sducational institutions.

68

2 CFR Ch. Il {1-1-06 £dition)

§220.10

The principles in this pary deal with
vhe subject of cost determination, and
make no attempt o identify the ¢ir-
sumstances or dictate the extent of
arency and nstifotional participation
in the financing of a parsicular project
Provision for proflt or other increment
above nost s outside the scope of Lhis
pars.

SCUPE.

§220.15 Policy.

The principles in this part are de-
signed to provide that the Federal Gov-
ernment bear its fair share of total
costs, determined in accordance with
generally accepted accounting prin-
giples, except where restricted or pro-
hibited by law, Agencies are not ax-
pected to place additional restrictions
on individeal ttems of cost. The swc-
gessful apulication of cost accounting
principles requires development of mu-
tual understanding between represent-
atives of educational instifutions and
of the Pederal Government zs to their
scope, implementation, and interpreta-
tion.

§220.20 Applicability.

{a) All Federal agencies that sponsor
research and development, training,
and other work at educational institu-
tions shall apply the provisions of Ap-
pendiz A to this part in determining
the costs incurred for such work. The
principles shell also be used as a guide
in the pricing of fixed price or lamp
sum agreements.

(b} Bach federal agency that awards
defonse-related contracts to a Feder-
ally Funded Research and Development
Center (FFRDC) associated with an
educational institution shall require
the FFRDC to comply with the Cost
Aocounting Standards and wish the
rules and regulations issued by the
Cost Accounting Standards Board and
sef forth in 47 CFR part 99.

§220.25

OMB is responsible for:

(a) Issuing and maintaining the guid-
ance in this part.

(b) Interprefing the policy require-
ments in this part and providing assist-
ance t0 ensure csffective and efficient

OME responsibilities.

implementation.
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SUBJECT: Cost Bramciples for Non-Freiit Jrg

1. Purpose. This Circulsy establisnes principles for determining costs
grants, contracts and cother agreements with non-profit organizations. I
not apply To colleges and universities which are covered by CIffice of Ma
and Budget (OMB) Circular A-Z1, "Cost Principles for Educational Institutions;
State, local, and federally-rscognized Indiazn trilbal governments which are
coverad by OMB Circulesr E-87, "Cost Principles for State, Leczl, and Indian
Tripal Governments"; or hospitals. The principles are designed to provide that
the Federal Government bear its fair share of costs except where restricted or
prohibited by law. The principles do not attempt LG prescribe the extent of
cost sharing or matching con grants, contracts, or other agreements. However,
such cost sharing or matching skall not be accomplished through arbitrary
limitations on individuazl cost slements by Federal agencies. Provision for
profit or other increment above cost is cutside the scope of this Circular.

jai e

2. Supersession. This Circular supersedes cost principles issued by individual
agencies for non-profit corganizations.

3. bhpplicability.

2. These principles shall be used by =zl} Federal agencies in determining
trne costs of work performed by non-profit organizations under grants,
cooperative agreements, cost reimbursement contracts, and other contracts 1in
which costs are used in pricing, administration, or settlement. Ril of these
instruments are hereafter referred to as awards. The principles do not apply te
awards under which an organization is not reguired to account to the Federal
Government for actual costs incurred.

b. 231 cost reimbursement subawards {subgrants, subcontracts, etc.) are
subject to those Federal cost principles applicable to the particular
crganization concerned. Thus, if & subaward is to a non-proiit organization,
this Circular shall apply; if a subaward is to a commercizl organization, the
cost principles applicable to commercial concerns shall apply; if a subaward is
to 2 college or university, Circular 2-21 shall apply: if a subaward is Lo &
State, lo=zal, or federalily-recognized Indian tribal government, Circular E-§7
shall apply.

e it i S e .
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i Moan-nralls

TanDaralive, 2ar hHihe

15 not organized primarily for profit; and

{3} uses i1Lfs net proceeds to maintain

, improve, and/or expand 1is
operatlions. For this purpose, the term "non-profit organization" ezcludes (ij
colleges and universities; {ii} hospitals; {iii} State, local, and fedzrally-
recognized Indian tribal governments; and (iv) those”
ron-profit organizations which are excluded from coverage of this Circular in

accordance with paragraph 5.

b. Prior approval means securing the awarding agency's permission in
advance to incur cost for those items that are designated as requiring prior
approval by the Circular. Generally this permission will be in writing., Where
an item of cost requiring prior approval is specified in the budget of an award,
approval of the budget constitutes approval of that cost.

5. Exclusion of some non-profit organizations. Some nen-profit organizations,
because of their size and nature of opsrations, can be considered to be similar
to commercial concerns for purpose of applicability of cost principles. Such
non-profit organizations shall operate under Federal cost principles applicable
to commercial concerns. A listing of these organizations is contained in
Attachment C. ther organizations may be added from tTime to time.

6. Responsibilities. Agencies responsible for administering programs that
involve awards to non-profit organizations shall implement the provisions of
this Circular. Upon reguest, implementing instruction shall be furnished to
OMB. Agencies shall designate a liaison official to serve as the agency
representative on matters relating to the implementation of this Circular. The
name and title of such representative shall be furnished to OMB within 30 days
of the date of this Circular.

7 Bttachments. The principles and related pelicy guides are set forth in the
following Attachments:

httachment A - General Principles
Lttachment B - Selected Items of Cost
Attachment C - Non-Profit Organizations Not Subject To This Circular

8. Regquests for exceptions. OMB may grant excepiions to the requirements of
this Circular when permissible under existing law. However, in the interest of
achieving maximum uniformity, exceptions will be permitted only in highly
unusual circumstances.

9, Effective Date. The provisions of this Circular are effective immediately.
Implementation shall be phased in by incorporating the provisions intoc new
awards made after the start of the organization's next fiscal ysar. ror
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. Earlier implementation, or a delay in
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4. Rllocable costs
5. hpplicable credics
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B Direct Costs
C. indirect Costs
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1. General
2. Simplifiéd alliocation method
3. Multiple ailocation base method
4, Direct allocation method

5. Special indirect cost ratss
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Conform to any Jimitations or exnclusicns set forth in these
principlies or ir the award as Lo types Or amount ©f cost ltems.

. Be comsistent with policies and procedures that apply uniformly
to both federally-financed and other activities ¢f the or ganizatian.

d. Be accorded consistent treatment.

e Be determined in accordance with generally accepted accounting

principles (GAAP).

f. Not be included as a cos

+ or used teo meet ¢ost sharing or
ng reguirements of any other Iederally- fi
t a

nanced program in either the

matchi
current or prior period.
g. Be adequately documented.
3. QReasonable costs. B cos: is reasonable if, in its nature oOr amount,
it doas not exceed that which would be incurred by a prudent person undexr the

circumstances prevailing at the time the decision was made ©o incur the coste.
The question of the reasonablensss of specific costs must be scrutinized with
particular care in connection with organizations or separate divisions thereof
which recasive the preponderance of their support from awards made by Federal
agencies. In determining the reasonableness of a2 given cosi, consideration
shall be given to:

a. wWhether the cost is of a type gensrally rescognized as ordinary
and necessary for the operation of the organization or the performancse oI the
award.
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&. L cost is allocable to a particular cost objective, such &5 &
grant, contract, project, service, or other activity, in accordance with the
relative benefits received. E cost is allocable to a Fedaral award if 5
treated cons.stently with other costs incurred for the same purpose in

=g
roumstances and i 1itT:

i

0

{1y Is incurred specifically for the award.

{2) Benefits both the award and other work and can be
distributed in rezsonable proportion to the benefits received, or

(3} 1Is necessary to the overall operation of the crganization,
zlthough a direct relationship to any particular cost objective cannot be shown.

b. any cost zllocable to a2 particular award or other cost cphjective
under these principles may not be shifted to other Federal awards to overcome
funding deficiencies, or to avoid restrictions imposed by law ¢r by the terms o
the award.

Hy

5. bzpplicable credits.

a. The term applicable credits refers to those receipts, or
reduction of expenditures which operate to offset or reduce expense items that
are allocable to awards as direct or indirect costs. Typical examples i such
transactions are: purchase discounts, rebates or allowances, recoveries or
indemnities on losses, insurance refunds, and adjustments of overpayments or
erronecus charges. To the extent that such credits accruing or received by the
organization relste to allowable cost, they shall be credited to the Federal
Government either as a cost reduction or cash refund, as appropriate.

b. 1In some instances, the amounts received from the Federal
Government to finance organizational activities or service operaticns should be
treated as applicable credits. Specifically, the concept of netting such credit
items against related expenditures should be applied by the organization in
determining the rates or amounts to be charged to Federal awards Ior services
rendered whenever the facilities or other resources used in providing such
services have been financed directly, in whole or in part, by Federal funds.

c. For rulss covering program income (i.e., gross income earned
from federally-supported activities) see Sec. _ .24 of Office of Management and
Budget (OME) Circulzr A-110, "Uniform Administrative Requirements for Grants and
Agresments with Institutions of Higher Education, Bospitals, and QOther Non-
Frofit Organizations.”
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Advans = ungerziandings. Under anv givan award, the rzasomablaness and
4 “41n items oif Costs may nhe difficult to jdetarmine This is
! Jocounectiorn wWith organizations that receive a prenonderance
: from Pederal agencies. In order to aveid subseguent
3. nwance or dispute dased on unreasonableness oz nona;locabifity, it ls
s .rable -o seek a written agreement with the cognizant or awarding
agency v advancz of the incurrence »f special or unusual 2osts Tne apsence ol
i 4dvVance agreement on any elament of cost will not, in itselif, affect the
rzasonablenass or allocabliity of that z2lement.

B Zonditinnal esxemptions.
a. OMB authorizes conditional zxemption from OMB adminisrrative

requirements and cost principles circulars for certain Federal programs with
staturorily-authorized consglidated planning and consolidated administrative
funding, that are identified by a Federal agency and approved by the head of
the Executive department or establishment. A Federal agency shall consult with
OMB during its consideration of whether to grant such an exemption.

b. To promote efficiency in State and loceal program administrazion,
when Federal non-entitlement programs with common purpoeses have specifl
statutorily-authorized consoclidated planning and consolidated administrative
funding and where most of the State agency's resources come from non-federal
sources, Federal agencies may exempt these covered State-administered, non-
entitlement grant programs from certain OMB grants management requirements. The
exemptions would be from all but the allocability of costs provisions of OME
Circulars BR-87 (Attachment A, subsection C.3), "Cost Principles for State,
Local, and Indian Tribal Governments," A-21 (Ssction C, subpart ¢}, "Cost
Principles for Educational Institutions,”™ and BA-122 (Attachment A, subsection
A.4), "Cost Principles for Non-Profit Organizations," and from all of the
administrative resguirements provisions of OMB Circular A-110, "Uniform
Administrative Requirements for Grants and Bgreements with Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations," and ths
agencies' grants management common rule.

¢. When a Federal agency provides this flexibility, as a
prerequisite to a State's exercising this option, a State must adopt its own
written fiscal and administrative regquirements for expending and accounting for
all funds, which are consistent with the provisions of OMB Circular A-87, and
extend such policies to all subrecipients. These fiscal and administrative
regquirements must be sufficiently specific to ensure that: funds are used in
compliance with all applicable Federal statutory and regulatory provisions,
costs are reasonable and necessary for operating these programs, and funds are
not be used for general expenses required to carry out other responsibilities of
a State or its subrecipients.

B. Direct Costs

1. Direct costs are those that can be identified specifically with a
particular final cost cbjective, i.e., a particular award, project, service, or
other direct activity of an organization. However, a cost may not be assigned
to an award as a direct cost if any other cost incurred for the same purpose, in
like circumstance, has been allocated to an award as an indirect cost. Costs
identified specifically with awards are direct costs of the awards and are to be
assigned directly thersto. Costs identified specifically with other final cost
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Eowever, even re unallowanle Zor purpeses of computing
charges Lo Fed retheless must be treated zs direct costs for
purposes of de st rates and be zllocated the:r share of the
crganization's i ey represent activities which {1} inciude the
szlaries of pers : coupy space, and (3) benefit from the organization's

indirect costs,

4. The costs of activities performed primarily as a service Lo members,
13 r the general public when significant and necessary to the

lon's mission must be treated as direct costs whether or not allowakle
oceted an eguitable share of indirect costs. Some examples of these
activities include:

a. Maintenance of membership rolls, subscriptions, publications,
and related functions.

bh. Providing services and informaticon to members, legislative or
administrative bodies, or the public.

¢, Promotion, lobbying, and other forms of public relations.

d. Meetings and conferences except those held to conduct the
general administraticon of the organization.

2. Maintenance, protection, and investment of special funds not
used in operation of the organization.

f. Administration of group benefits on behalf of members or
clients, including life and hospital insurance, annuity or retirement plans,
financial aid, etc.

C. Indirect Costs

1. Indirect costs are those that have besen incurred for common or Jjoint
objectives and cannot be readily identified with & particular final cost
oblective. Direct cost of minor amounts may be treated as indirect cests under
the conditions described in subparagraph B.2. After direct costs have been
determined and assigned directly t¢ awards or other work as appropriate,
indirect costs are those remaining to be allocated tc benefiting cost
objectives. A cost may not be allocated to an award as an indirect cost 1f any
other cost incurred for the same purpose, in like circumstances, has been
assigned to an award as a direct cost.

2. Because of the diverse cheracteristics and accounting practices of
non-profit organizations, it is not possible to specify the types of cost which
may be classified as indirect cost in 21l situations. However, typical ezamples

or

any non-profit organizations may include depreciaticn oY

=
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2. Indirect ) ritrnin twe broad categories
"Feo.sitres”™ and “Adminiscrazion.'  "Fazilities" is defined zs depreciatiorn and
dLiowances on bulldings, 2guipment and capital improvement, interest on dem
isonjated with certain buildings, zquipment and capitsl improvements, and
opegrations and maintenance expanses. "Administration™ is defined as general
fi

administration and general eXpenses such as the director's office, accounti
personnel, library expenses and all other types of. szxpenditures not listed
spacliically under one of the subcatezgories of "Facilities" (including cross
allocations from other pools, where applicable). Se=e indirect cost rate
reporting reqguirsements in subparagraphs D.Z.e and D.2.q.

19,

. Ellocation of Indirect Costs and Determination of Indirect Cost PRates
1. General.

a. Where a non-profit organization has only one major function, or
where all its major functions benefit from its 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 allocation procedurss,
as described in subparagraph 2.

b. Where an organization has severzl major functions which benefit
from its indirect costs in varying degrees, allocation of indirect costs may
.require the accumulation of such costs into separate cost groupings which then
are allocated individually to benefiting functions by means of a base which bast
measures the relative degree of benefit. The indirect costs allocated to e=ach
fupction are then distributed to individual awards and other activities inciuded
in that function by means of an indirect cost rate(s).

<. The determination of what constitutes an organization's major
functions will depend on its purpose in being; the types of services it renders
to the public, its clients, and its members; and the amount of eifort it devotes
to such activities as fundraising, public information and membership activities.

d. Specific methods for allocating indirect cests and computing
indirect cost rates along with the conditions under which sach method should be
used are described in subparagraphs Z through 5.

e. The base period for the allocation of indirect costs is the
period in which such costs are incurred and accumulated for allocation to work
performed in that period. The base period normally should coincide with the
organization's fiscal year but, in any event, shall be so selected as to avoid
inequities in the allocaticn of the costs.

2. Simplified allocation method.

a. Where an organization's major functions benefit from its
indirect costs to approximately the same degree, the allocation of indirect
costs may be accomplished by {i) separating 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 eguitable

10 ATTACHMENT . N
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capital ure ‘& However, unzllowable costs which
represent ACLiViATies must be included xn tne direct costs under the conditions
described ir subparagraph B.3.
¢. The distribution base may ke toteal direct costs (exnciuding
capital expenditures and cother distorting items, such as major subcontracts or
supgrante}l, direct salaries and wages, or other base which resulis in an
eguitable distribution. The distribution base shall generally exclude
participant support costs as defined in paragraph 32 of ARttachment B.

d. Except where a special rate(s) is reguired in accordance with
subpzragraph 5, the indirect cost rate developed under the above principles is
applicable to all awards at the crganization. If speciel rate{s}) is reguired,

appropriate modifications shall be made in order to develop the special ratel(s).

(=1

For an organization that receives more than $3i0 miliion in
Faderzl funding of direct costs in a fiscal year, a breakout of the indirect
cost compeonent into two broad categories, Facilities and Administration as
defined in subparagraph C.3, is reguired. The rate in each case shall be stated
as the percentage which the amount of the particular indirect cost category
(i.e., Facilities or Administration) is of the distribution base identified with
that category.

= -

3. Multiple allocation base method

a. General. Where an organization's indirect costs benefit its
major functions in varying degrees, indirect costs shall be accumulated into
separate cost groupings, as described in subparagraph Each grouping shall
then be allocated individually to benefitting functions by means of base which
best measures the relative benefits The default allocation bases by cost pool
are described in subparagraph c.

a

b. Identification of indirect costs. Cost groupings shall be
established s¢ as to permit the allocation of each grouping on the basis of
benefits provided to the major functions. Each grouping shall constitute a pool
of expenses that are of like character in terms of functions they benefit and
terms of the allocation base which best measures the relative benefits provided
to each function. The groupings are classified within the two broad categories:
"Facilities™ and "Administration,” as described in subparagraph C.3. The
indirect cost pools are defined as follows:

in
in

(1} Depreciation and use zllowances. The expenses under this
heading zre the pOIthD of the costs of the organization's buildings, capital

improvements to land and buildings, and eguipment which are computed in
accordance w:th paragraph 11 of Attachment B ("Depreciation and use
21llowanc eg"})
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Tnna heading are those that have pesn incurred for The administration,
operatlon, maintenance, praservation, and protection of the organization's
m
i

physyoal plant. hey include expenses normally incurrsed for such items as:
Janitorial and utility services; repairs and ordinary or normal alterations
nuiidings, furniture and eguipment; care oI grounds; maintenance and operation
of bulldings and other plant facilities; security; =arthguake and disaster
preparedness; environmental safsty; hazardous waste disposal: property,
liability and other insurance relating to property: spsce and capital leasing;
facility planning and management; and, central rec2iving. The operation and
maintenance expenses category shall also include its allocable share of fringe
hanefit zosts, depreciation and use allowances, and interest costs.

(4) General administration and general expenses. The expenses
undar this heacding ares those that have bsen incurred for the overall general
executive and administrative offices of the organization and other expenses of a
genaral nature which do not relate solely to any major function of the
organization. This category shall also include its allocable share of fringe
nenefit costs, operation and maintenance expense, depreciation and use
allowances, and interest costs. Examples of this category include central
offices, such as the director's office, the office of finance, business
services, budget and planning, personnel, safety and risk management, general
counsel, management information systems, and library costs.

In developing this cost pocl, special care should be exercised teo ensure that
costs incurred for the same purpose in like circumstances are treated
consistently as either direct or indirect costs. For example, salaries of
technical staff, prejezct supplies, project publication, telephone toll charges,
computer costs, travel costs, and speclalized services costs shall be treated zs
direct costs wherever identifiable to a particular program. The salaries and
wages of administrative and pocled clerical staff should normally be treated ss
indirect costs. Direct charging of thessz costs may be appropriate where a major
project or activity explicitly requires and budgets for administrative or
clerical services and other individuals invelved can be identified with the
program or activity. Items such as office supplies, postage, local telephone
costs, periodicals and memberships should normally be treated as indirect costs.

c. Allocation bases. BActuzl conditions shall be taken inte account
in selecting the base to be used in allocating the expenses in each grouping to
benefitting functions. The essential consideration in selecting a method or a
base 1s that it is the one best suited for assigning the pool of costs to cost
objectives in accordance with benefits derived; a traceable cause and effect
relationship; or legic and reason, where neither the cause nor the eifect ¢f the
relationship is determinable. When an allocation can be made by assignment of a
cost grouping directliy to the function benefited, the allocaticn shall be made
in that manner. When the expenses in a cost grouping are more general in nature,
the allocation shall be made through the use of a selected base which produces
results that are eguitable to both the Federal Government and the organization.
The distribution shall be made in accordance with the bases described 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 sponscred awards. The results of

S b
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exclusively in —he concuct of & single functiorn, and on capital Improvements and
eQuipment used in sucrh buirdings, =hell be assigned To o nnat functior

(b} Depreciastion or use alliowances on buildings used for
more vhar one fupction, and on capital improvements and eguipment used in such
buildings, shall be ailocated to the individuzl funclLions perfcrmed »n sach
buiiding on the basic of usable square feet of space, eycluding common areas,

such 25 hallways, stairwells, and restrooms.

(c) Depresciation or use zllowances on buildings, capital
improvements and eguipment related space (e.g., individual rooms, and
laboratories) used jeintly by more than one function (as determined by the users
of the space) shall be treated as follows. The cost of each jointly used unit
of space shall be allocated to the penefitting functions on the basis of:

{i} the employees and other users on z full-time
aguivalent (FTE) basis or salaries and wages of those individual functions
penefitting from the use of that space; or

{ii) organization-wide employee FTEs or salaries
and wages applicable to the bemefitting functions of the organization.

(d) Depreciation or use allowances on certain capital
improvemsents to land, such as paved parking areas, fences, sidewalks, and the
like, mot included in the cost of buildings, shall be zllocated to user
categories on a FTE basis and distributed to major functions in propertion to
the salaries and wages of 2ll employees applicable to the functions.

{2) Interest, Interest costs shall be &llcocated in the same
manner as the depreciation or use allowances on the buildings, sguipment and
capital eguipments to which the interest relates.

{3) Operation and maintenance expenses. Operation and
meintenance expensss shall be allocated in the same manner as the depreciation
and use allowances.

14) Generzl administration and general expenses. General
administration and general sypenses shall be zllocated to benefitting functions
based on modified total direct costs (MTDC), as described in subparagraph D.3.1.
The expenses included in this category could be grouped first according to major
functions of the organization to which they render services or provide benefits.
The aggregate expenses of each group shall then be allocated to benefitting
functions based on MTDC.

d. Order of distribution.

{1} Indirect cost categories consisting of depreciztion and
wse allowances, ibtersst, operaticn and maintenance, and general administration

i i,
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fZ, Normaily, an indirect cost category will be con

cinsed once it has been allozated to other cost objectives, and costs oot
he omubseguently allogarted to it.  However, a cross alilocation of £osts betwean
Twi Or more indiregt oSt catsgories could be used if such allocation will
result in oa more equitable allocation of costs. If a cross zllocation 15 used,
an appropriate modification to the composition of the indirect cost zategories
3H raguired, i

e. Application of indirect cost rate or rates. Except where a

special indirect cest rateis) is required in accordance with subparagraph D. 3,
Lhe separate greoupings of indirect costs allocated to sach major function shall
be aggregated and treated as a common pool for that function. The cosis in the
common pool shall then be distributed to individual awards included in that
function by use of a single indirect cost rate. '

£. Distribution basis. Indirect costs shall be distributed to
applicable sponsored awards and other benefitting activities within each major
function on the basis of MTDC., MTDC consists of all salaries and wages, frings
penefits, materials and supplies, services, travel, and subgrants and
subcontracts up to the first $25,000 cf each subgrant or subcontract (regardless
of the period covered by the subgrant or subcontract). Equipmeni, capital
expenditures, charges for patient care, rental costs and the portion in excess
of 525,000 shall be excluded from MTDC. Participant support costs shall
generally be excluded from MTDC. Other items may only be excluded when the
Federal cost cognizant agency determines that an exclusion is necessary to aveid
8 serious inequity in the distribution of indirect costs.

g. Individual Rate Components. An indirect cost rate shall bes
determined for each separate indirect cost pool developed. The rate in each
case shall be stated as the percentage 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 shall include
development of the rate for each indirect cost pool as well as the overall
indirect cost rate. The indirect cost pools shall be classified within two
broad categories: "Facilities" and "Administration," as described in
subparagraph C. 3.

4. Direct allocation method.

a. -Some non-profit organizations treat all costs as direct costs
except general administration and generazl expenses. These organizations
generally separate their costs into three basic categories: (i) General
administration and general expenses, (ii) fundraising, and (iii) other direct
functions (including projects performed under Federal awards). Jeoint 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 award or other activity using a base most approprisie
to the particular cost being prorated.

t. This method is acceptable, provided each joint cost is proratesd
using a base which accurately measures the benefits provided to each award or

.
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the organization maey noOT ke appropriate, since it would not take intc ac
thuse different factors which may substantially affect the indirect cost
applicable to & particular segment of work. For this purpose, a particuleaer
segment of work may be that performed under az single award or it may consist of
work under a group of awards performed in a common environment. These factors
may include the physical location of the work, the level of administrative
support reguired, the nature of the facilities or other resources emploved, the
scientific disciplines or technical skills involved, the organizational
arrangements used, or any combination thereof. When a particular segment of
work is performed in an énvironment which appsars to generate a significantliy
different level of indirect costs, provisions should be made for a separate
indirect cost pool applicable to such work. The separate indirect cost pool
should be developed during the course of the regular allcocation process, and the
separate indirect cost rate resulting therefrom should be used, provided it is
determined that (i) the rate differs significantly from that which would have
been obtained under subparagraphs Z, 3, and 4, and (ii] the volume of work to
which the rate would apply is material.

a
=

E. Negctiation and Approval of Indirect Cost Rates

1. Definitions. 2&s used in this section, the following terms have the
meanings set
forth below:

. Cognirzant agency means the Federal agency responsikble forx
negotiating and approving indirect cost rates for g non-profit organization on
behalf of all Federzl agencies.

b. Predetermined rate means an indirect cost rate, applicable to a
specified current or future period, usually the organization's fiscal year. The
rate is based on an estimate of the costs %o be incurred during the period. R
predetermined rate is not subject to adjustment,

‘¢. Fired rate means an indirect cost rate which has the same
cheracteristics as 2 predetermined rate, except that the difference between the
estimated costs and the actual costs of the period covered by the rate is
carriecd forward as an adjustment to the rate computation of a subsegquent period.

d. Fingl rate means an indirect cost rate applicable to a specified

past pericd which is based on the actual costs of the period. A finzl rate is
not subject to adjustment.
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. g. Ceosi okhjective means a function, organizational subdivision,
contract, grant, or other work unit for whizh cost date are desired and for
whioch provision i1s made to accumulate and mezasure Tne oost of processes,
projects, jobs and capitalized projacts.

2. Megotiation and approval of rates.

a. Unless different arrangements are agreed to by the agencies

concerned, the Federal agency with the largest dollar value of awards with an
organization will be designated as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as
fringe benefit and computer charge-cut rates. Once an agency is assigned
cognizance for a particular non-profit organization, the assignment will not be
changed unless there is a major long-term shift in the dollar volume of the

Federal awards to the organization. 211 concerned Federal agencies shall bhe
given the opportunity to participate in the negotiation process but, after a
rate has besen agreed upon, it will be accepted by all Federzl agencies. When a

Federal agency has reason to believe that special operating factors affecting
its awards necessitate special indiréct cost rates in accordance with
subparagraph D.%, it will, prior to the time the rates are negotiated, notify
the cognizant agency. :

b. B pnon-profit organization which has not previously establiished
an indirect coust rate with a Federal agency shall submit its initial indirect
cost proposal immediately after the organization is advised that an award will
be made and, in no event, later than three months after the effective date of
the award.

c. Organizations that have previously established indirect cost
-rates must submit a new indirect cost proposal to the cognizant agency within
six months after the closs of each fiscal year.

d. A predetermined rate may be negotiated for use on awards where
there is reasonable assurance, based on past experience and reliable proijection
of the organization's costs, that the rate is not 1likely to exceed a rate based
on the organization's actual costs.

e. Fizxed rates may be negotiated where predetermined rates are not
considered appropriate. A fixed rate, however, shall not be negotiated if (i)
all or a substantial portion of the organization's awards are expected to expire
before the carry-forward adjustment can be made; (ii) the mix of Federal and
non-Faderal work at the organization is too erratic to permit an equitable
carry-forward adjustment; or (iii} the organizaticn's operations fluctuate
significantly from year to year. '

f. Provisional and final rates shall be negotiated where neither
predetermined nor fixed rates are appropriate.

—
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18.
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20.
21.
2z
23.
24.
25,
26.
27.
28.
28.
30.
31.
32.
33.
34.
35.
36.

37

38.
39.
40.
41.
42.
43,
44.
45.
46.
47.
48.

Armm
[

Advertising and pupliz re.ations To5us

Advisory counclls

Rliccholic beverages

Audit costs and relatsd services

Bad debts

Bonding zosts

Communication costs

Compensation for personal services

Tontingency provisions

Defense and prosechtion of orimingl and oivil nrocesdings, claims, ar
and patent infringement

Depreciation and u3ze allowances
Donations ang contributions

Employee morale, health, and welfare cos
Entertainment costs

Equipment and other capital sxpendizures
Fines and penalties

Fund raising and invesimen:t manadement COSTS
Gains and losses on depraeciable assets
Goods or services for personal use

Housing and personal living expenses

Idle facilities and idie capacity

Insurance and indemnification

g
s
mw
1]

P

)

Interest
Labor relations costs
Lobbying

Losses on other sponsored agreements Or coniracis
Maintenance and repair costs

Materials and supplies costs

Meetings and conferences

Memberships, subscriptions, and professional activity Costs
Crganization costs

Page charges in professional journals

Participant support costs

Patent costs

Plant and homeland sscurity ccsts

Pre-agreement costs '

Professional services costs

Publication and printing costis

Rearrangement and alteration costs

Reconversion costs

Recruiting costs

Relocation costs

Rental costs of buildings and sguipment

Royaltiies and other costs for use of patents and copyrights

Selling and marketing

Specialized service facilities
Taxes
Termination costs applicable to spomnscred agreements
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i, Advertising and puklizc relations costs.

n"‘1sﬁf1q media and

a. The term advertising Ccosts means tlhie costs of ady
zorollary agministrative costs. Advertising media i U
newspapers, radio and televigion, direct mail, exhibi
transmittals, and the like.

b, The term public relations includes community relations and means those
sctivities dedicated to maintaining the image of the non-prefit organization or
maintaining or promoting understanding and favorable relations with the
community or public at large or any segment of the public.

c. The only zllowaple advertising <osts are those which are soleliy for:
rformance hy thz

ward {Szes alsc
elocation

{1) The recruitment of personnel required for the o
non-profit organization cf obligations arising under a Federal
Attachment B, paragraph 41, Recruiting costs, and paragraph 4%z,
costsl;

~o

{2) The procursment of goods and services {or tne performance cf a
Federal award:
(3} The disposal of scrap or surplus materials a:quired in the

performance of a Federal award except when non-profit o¢rganizations are
reimbursed for disposal costs at a predetermined amount; or

Hh

{4} Other speciiic purposes necessary Lo meet the requirements o
the Federal award,

d. The only allowable public relations costs are:
(1) Costs specifically required by the Federal award;

(2) Costs of communicating with the public and press pertaining o
specific activities or accomplishments which result from periormance of Federal
awards (these costs are considered necessary as part of the outreach efiort ior
the Federal award): or

{3) Costs of conducting general liazison with news media and
government public relations officers, to the extent that such activities are
limited to communication and liaison necessary keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards,
financial matters, etc.
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(1) 211 adverticing and public reiatliong costs other Than as
specified in subperagrapns o, d, and £;

%) Zosts of meetings, conventions, convocations, or other events
related te other activities of the non-profit organization, Including:

fa) Costs of displays, demonstrations, and exhibits;
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{b} Costs of meeting rooms, hospitality suites, and cther
conjunction with shows and other special events:; and

spacial faci
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{¢) Salaries and wages of employees engaged in setting up and
displaying exzhibits, making demonstrations, and providing briefings;

{3) Costs of promotional items and memorabilia, including models,
gifts, and souvenirs;

{4£) Costs of advertising and public relztions designed solely to
promote the non-profit organization.

2. Rdvisory Councils

Costs imcurred by advisory councils or committees are allowable as a direct cost
where authorized by the Federal awarding agency or as an indirect cost where
gllocable to Federal awards.

3. BRlcoholic beverages. Costs of aleoholic beverages are unallowable.
4. Audit cosis and related services

a The costs of audits reqguired by , and performed in accordance with, the
Single Audit Act, zs implemented by Circular A-133, "Audits of States, Local
Gevermments, and Non-Profit Organizations” are allowable. Also see 31 USC
7505(b) and section 230 (“Audit Costs”) of Circular B-133.

L. Other audit costs are allowable if included in an indirect cost rate
proposal, or if specifically approved by the awarding agency as a direct cest to
an award. )

¢. The cost of agreed-upon procedures engagemsnts To meonitor subrecipients who

are exempted from A-133 under section 200(d) are allowzble, subject to the
conditions listed in A-133, section 230 (b} (2).

o
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Bonding cosus

a. Bonding costs arise when The Federal Government reguiras assurance
atainst financlal loss Lo itseif or others by rsason of the act or delfauiis of
tne non-profilt organization They arise also in instances where tne non-9or
DrgAanaTaltion reguires similar assurance. Included are such bonds as bid,
performance, payment, advance payment, infringement, and fidelity bonds.

b. ~osts of ponding required pursuant to the terms of the award are
allowable.

<. Tosts of bonding reguired by the non-profit organization in the

general conduct of itis operations are allowable toc the extent that such bounding
15 in accordance with sound business practice and the rat2s and pramiums are
reasonable under the c¢ircumstances.

T, Communication costs. Costs incurred for telephone services, local and long
distance telephone calls, telegrams, postage, messenger, €lectronic or computar
transmittal services and the like are allowable.

8. Compensation for personal services.

a. Definition. Compensation for personal services includes all
compensation paid currently or accrued hy the corganization for services of
emplovees rendered during the period of the award (except as otherwise provided
in subparagraph h). It includes, but is not limited to, salaries, wages,
director’'s and executive committee member's fees, incentive awards, fringe
benefits, pension plan costs, allowances for off-site pay, incentive pay,
location allowances, hardship pay, and cost of living differentials.

b. Allowability. Bxcept as otherwise specifically provided in this
paragraph, the costs of such compensation are allowable to the extent that

{1) Toral compensation to individual employees is reasonable for the
services rendered and conforms to the established pelicy of the organization
consistently applied to both Federal and non-Federal actiwvities; and

{Z) Charges to awards whether treated as direct or indirect costs
are determined and supported as reguired in this paragraph.

¢. Reasonableness.

(1) When the organization is predominantly engaged in activities
other than those sponsored by the Federal Government, compensation for employszes
on federalliy-sponscred work will be considersd reasconable to the extent that it
is consistent with that pzid for similar work in the organizaticn's other
activities.

{2) When the organization is predominantly engaged in federally-
sponsored activities and in cases where the kind of employees required for the
Federal activities are not found in the organization's other activities,

- 22
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{1} Compensation to members of non-profic organiz
eCTOrs, assouCiates, cofficers, or the immediate families =y
mination should be made that such compensation is re

s

for the actusi

er a
sonal services rendered rather fthan a distribution of earnin in eyxcecss of
s

{2] Any change in an crganizatlion's compensation policy resulting in
& substantial increase in the crganization's level of compensation, particularly
when it was concurrent with an increase in the ratic of Federal awards to other
activities of the organization or any change in the treatment of allowability of
specific types of compensation due to changes in Federal policy.

s which are unallowable under other paragraphs
lowable under this paragraph sclely on the
1l compensation.

e. Unallowable costs. Cost
of this Attachment shall not be al
basis that they constitute persona

f. Overtime, extre-pay shift, and multi-shift premiums. Premiums for
overtime, extra-pay shifts, and multi-shift work are allowable only with tThe
pricr approval of the awarding agency except:

(1) When necessary to cope with emergencies, such as those resulting
from accidents, natural disasters, breakdowns of eguipment, or occasional
operational bottlenecks of a sporadic nature.

{2} When employees are performing indirect functions, such as
administration, maintenance, or accounting.

{3) In the performance of tests, laboratory procedures, or other
similar operations which are continuous in nature and cannot reasonably be
interrupted or otherwise completed.

{4) When lower overzll cost to the Federal Government will result.
g. Fringe benefits.

{1) Fringe benefits in the form of regular compensation paid to
employees during periods of authorized absences from the job, such as vacation
leave, sick lezve, military leave, and the like, are allowable, provided such
costs are absorbed by all organization activities in proportion to the relative
amount cf time or effort actually devoted to each.-

{2) Fringe benefits in the form of employer contributions or
expenses for soclel security, employee insurance, workmen's compensation
insurance, pension plan costs (see subparagraph h), and the like, are allowable,
provided such benefits are granted in accordance with established written
organization policies. Such bepnefits whether treated as indirect costs or as
direct costs, shall be distributed to particular awzrds and other activities in
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" that the provislons raprase
such compensation, and the types of coverage, extent of coverage, and
pramiums wouid have bheen allowable had insurance been purchased to cove
r1zks,.  However, provisions for seli-insured lilabilities which de not
paysbie for more than one year after *he provision is made shall not 2
: vaiue of the liability.

(b} Where an o¢rganization follows a consistent policy of
enpensing actual payments to, or on behalf of, employees or former smpioyes
unemployment compensation or worksrs' compensatlon, such paymentis are ailowabl
in the year of payment with the prior approval of the ewarding agency, provided
chey are allocated to all activities of the organization.

{4} Costs of insurance on the lives of trustees, officers, or other
employees holding positions of similar responsibility are allowable only to the
extent that the insurance represents additional compensation. The costs of such
insurance when the organization is named as beneficiary are unallowable.

h. Organization-furnished automobiles. That portion of the cost of
organization-furnished automobiles that relates to personal use by employees
{including transportation to and from work) is unallowable as fringe benefit or
indirect costs regardless of whether the cost is reported as taxable income %o
the employees. These costs are allowable as direct costs to sponsored award
when necessary for the performance of the sponsored award and approved by
awarding agencies.

i. Pension plan costs.

{1y Costs of the organization's pension plan which are incurred in
accordance with the sstablished policies of the organization are allowable,
provided:

{a) Such policies meet the test of reasonableness;
(b} The methods of cost zllocation are not discriminatory;

{c) The cost assigned to each fiscal year is determined in
accordance with generally accepied accounting principles (GAARP), as prescribed
in Accounting Principles Beard Opinion Wo. 8 issued by the American Institute of
Certified Public Accountants; and

{d} The costs assigned to a given fiscal year are funded for
2ll plan participants within six menths after the end of that year. However,
increases to normal and past service pension costs caused by & delay in funding
the actuarial liability beyond 30 days after each guarter. of the year to which
such costs are assignable are unallowable.

(2) Pension plan termination insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISA) of 1974 (Pub. L. 23-406) are
aliowable. Late payment charges on such premiums are unallowable.
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¥. Severance pay.
} Severance pay, &ls

& peyment in addition to regular s
whose employment 1s being ferminat
to the extent that in each case, 1

fa) law,

(D) employer-employee agreement,

{c) established policy that constitutes, in eflfect, an implied

agreement on the organization's part, or =
(d} circumstances of the particular employment.

{2) Costs of severance payments are divided into two categories as

follows:
la) BActual normal turnover severance payments shall be

allocated to all activities; or, where the organization provides for a reserve
for normzl severances, such method will be acceptable if the charge to current
operations is reasongble in light of payments actually made for normal
severances over a representative past period, and if amounts charged are
allocated to all activities of the organization.

a
w
[

(b} Abnormzl or mass Severance pay is of such a conjsactural
nature that measurement of costs 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 te participate, tc the extent of
its fair share, in any specific payment. Thus, allowability will be considered
on a case-by-case basis in the event or occurrence.

(c) Costs incurred in certain severance pay packages (commcnly
known zs5 "a golden parachute” payment) which are in an amount in excess of the
normal severance pay paid by the organization to an employee upon termination of
employment and are paid to the employee contingent upon a change in management
control over, or ownership of, the organization“s assets are unallowable.

{d) Severance payments to foreign nationzls employed by the
organization outside the United States, to the extent that the amount exceeds
the customary or prevailing practices for the organization in the United States
are unallowable, unless they are necessary for the performance of Federzl
programs and approved by awarding agencies.

{2} Severance payments te foreign nationals employed by the
organization outside the United States due to the termination of the foreign
nationzl as & result of the closing of, or curtailment of activities by, the
organization in that country, zze unallowable, unless they are necessary for
performance of Federal programs and approved by awarding agencies.

rt
b
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m, ries &nd wWages.

Jit Tharges ¢ awards for salariss and wages, whether trzated as
du . zoats or Indirect costs, will be based on documented payrolls approved by
a respinsible official{s) oi the organization. The distribution of salerzes and
wages Yo awards must be supported by personnel activity reports, as prescribed
prosubparagraph {2}, except when & substitute system has been approved in
writing by the zognizant agency. (5ee subparagraph E.2 of Attachment &.)

'z. Reports reflecting the distribution of activity of each smplovae
must e maintained for all staff members (professionals and nonprofessionals)
whose compensation is charged, in whele or in part, directly to awards. Tn
add. tion, 1n order tec support the allocation of indirect costs, such reports
must also be maintained for other employess whose work involves two or mere
functions oy activities if a distribution of their compensation between such
functions or activities 1s needed in the determination of the organization's
indirect cost ratel(s} (e2.g., an employee engaged part-time in indirect cos:
gactivities and part-time in a direct function)}. Reports maintained by non-
profit organizations to satisfy these requirements must meet the following
standards:

(a} The reports must reflect an after-the-fact determination
of the actual activity of sach employee. Budget estimates {i.e., estimates
determined before the services are periormed) do not gualify as support for
charges to awards,

(b} Each report must acccunt for the total activity for which
employees are compensated and which is required in fulfillment of their
obligationsg to the organization. '

{c} The reportis must be signed by the individual emploves, or
by a responsible supervisory cfficial having first hand knowledge of the
activities performed by the employee, that the distribution of activity
represents a reasonable estimate of the actual work performed by the employes
during the periods covered by the reports.

(d) The reports must be prepared at least monthly and must
coincide with one or more pay periods.

{3) Charges for the salaries and wages of nonprofessional employees,
in addition to the supporting documentation described in subparagraphs (1)} and
{2), must &lso be supported by records indicating the total number of hours
worked each day maintained in conformance with Department of Labor regulations
implementing the Falr Labor Standards Act (FLSA) {29 CFR Part 516). For this
purpose, the term "nonprofessional employee™ shall have the same meaning as
"nonexempt employee," under FLSA.

{4} Salaries and wages of employees used in meeting cost sharing or
matching reguirements on awards must be supported in the same manner as salaries
and wages claimed for reimbursement from awarding agencies.

9. Contingency provisions. Contributions to a contingency reserve or any
similar provision made for events the occurrence cof which <cannot be foretold
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0. Defense and preusecution of criminel and civil proceediniPs, clalme, eppeals
ng petent Infringemernt.
= Definitions

{1} Conviction, as used herein, means a judgment or z conviction of

a criminal offense by any court of competent juriscdiction, whether entered upon
as a verdict or a piea, including z conviction due to a plez of nolo contendere

(2) Costs include, but are not limited io, administrative and
clerical expenses; the cost of legal services, whether perfcrmed by in-house or
private counsel; and the costs of the services of accountants, consultants, or
others retained by the organization to assist it; costs of employees, officers
and trustees, and any similar costs incurred before, during, and after
commencement of a judicial or administrative proceeding that bears a direct
relationship to the proceedings.

(3) Fraud, a5 used herein, means (i} acts of fraud corruption or
attempts to defraud the Federal Government or to corrupt its agents, (1i} acts
that constitute a cause for debarment or suspension (as specified in agency
regulations), and {iii) acts which viclate the False Claims Act, 31 U.5.C.,
sections 3726-3731, or the bnti-Kickback Act, 41 U.5.C., sections 51 and 54.

{4} Pernalty dees not include restitution, reimbursement, or
compensatory damages.

{5) Proceeding includes an investigation.

b, (1) Except as otherwise described berein, costs ingurred in
connection with any criminazl, civil or #dministrative proceeding (including
filing of a false certification) commenced by the Federal Government, or a
State, local or foreign government, are not allowable if the proceeding: (1)
relates to a viclation of, or failure to comply with, a Federal, State, local or
foreign statute or regulation by the orgamization {including its agents and
employees), and {?) results in any of the following dispositions:

{2) In & criminal proceeding, a cenviction.
{(b) In & civil or administrative proceeding inveolving an
allegastior of fraud or s_mllar mlsconduct a determination of organizational

liability.

) tc} In the case of any civil or admlnlstra+1ve proceeding, the
imposition of a monetary penalty

(dy B final decision by an appropriate Federal cfficial to
debar or suspend the crganization, to rescind or void an award, or to terminate
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of all such proceadings shall be unallowable if any one of
f the dispositions shownr in subparagraph b. {1},

misoonduse, the
“hew ra3uits Lo one

- L
[N -

pr referred o in subparagraph b is commenced by the
Fedoral Government and is resoived by consz2nt or compromise pursuant to an
agreement entered into by the organization and the Federal Government, than <he
costs incurred by the organization in connection with such proceedings that are
otherwise not allowable under subparagraph b may be allowed to the extent
specifically provided in such agreement.

d. If a proceeding referred to in subparagraph b is commenced by a State,
local or foreign government, the authorized Federal official may allow the costs
incurred by the organizatien for such proceedings, if such authorized official
determines that the costs were incurred as a result of (1) a specific term or
condition of a federally-sponsored award, or (2) speciiic written direction of
an aucthorized official of the sponsoring agency.

subwparagraph b, but which are not made unallowable by that subparagraph, mav be
allowed by the Federal Government, but only to the extent that:

e. Costs incurred in connection with proceedings described in

(1} The costs are reasonable in relation to the activities required
ro deal with the proceeding and the underlying cause of action;

(Z) Payment of the costs incurred, as allowable and allocable cdsts,
is not prohibited by any othar provision(s) of the sponsored award;

(3) The costs are not otherwise recovered from the rederal
Government or a third party, either directly as a result cof the procesding or

otherwise; and,

{4) The percentage of costs allowed does not exceed the percentage
determined by an authorized Federal official to be appropriate, considering the
complexity of the litigation, generally accepted principles governing the award
of legal fees in civil actions involving the United States as a party, and such
other factors as may be appropriate. Such percentage shall not exceed 80
percent. However, if an agreement reached under subparagraph ¢ has explicitly
considered this B0 percent limitation and permitted a higher percentage, then
the full amount of costs resulting from that agreement shall be allowable.

f. Costs incurred by the organization in connection with the defense of
suits brought by its employees or ex-emplovees under section 2 of the Major
Fraud Act of 1988 (Pub. L. 100-700), including the cost of all relief necessary
to make such employee whole, where the organization was found liable or settlaed,
are unallowable.

g. Costs of legal, accounting, and consultant services, and related
costs, incurred in connection with defense against Federal Government claims or

——
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Unalliowanle unlese otherwlise proviged for in the sSDOLSOTed ierds .

i TostE which mey be unallowaple under This paragraph, including
s ssooiated costes, shall be segrasgated anc accounted Zor by the
organization separalely During the pendency of any proceeding coverss Dy
supparagraphe b and f, the Federel Government shall generally withhcld paymen
of such costs. However, 1f in the best interests of the Federal Government, the
Federal Government may provide for conditicnal payment upon provision of
adequats security, or other adsguate agsurance, and agreements by the

organizatioh teo repay 2ll unzllowanle costs, plus interest, if the costs are
subsequantly determined to be unzllowable.

il Depreciation and use zllowances.

a. Compensation for the use of buildings, other capital improvements, and
egquipment on hand may be made through use allowance or depreciation. However,
except as provided in Attachment B, paragraph f, a combination of the two
methods may nct be used in connection with & single class cof fixed assets f{e.g.,
buildings, ofiice equipment, computer equipment, etc.!}.

. The computation of use allowances or depreciation shall be based on the
acguisition cost of the assets involved. The acguisition cest of an asset
donated te the non-profit corganization by & third party shall be its fair market
value at the time of the donation.

c. The computation of use allowances or depreciation will exclude:
(1) The cost of land;

(2) &ny portiom of the cost of buildings and eguipment borne by or
donated by the Federal Government irrespective of where title was originally
vested or where it presently resides; and

(3} Any portion of the cest of buildings and equipment contributed
by or for the neon-profit organization ip satisfaction of &z statutory matching
regquirement.

d. Where depreciation method is followed, the period of useful service
fuseful 1life} established in each case for usable capital zssets must take into
consideration such factors as type of comstruction, nature of the equipment
used, technological developments in the particular program area, and the renewal
and replacement policies fellowed for the individual items or classes of assets
involved. The method of depreciation used to assign the cost of an asset {or
group of assets) to accounting periods shall reflect the pattern of consumption
of the asset during its useful life.

In the absence of clear evidence indicating that the expected consumption of the
asset will be significantly greater or lesser in the early portions of its
useful 1ife than in the later portions, the straighi-line method shall be
presumed to be the appropriate method.

Depreciation methods once used shall not be changed unless approved in advance
by the cognizant Federal agency. When the depreciation msthod is introduced for
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. Whan -ne depracis+ion method is uszad for buildings, 2 buiiding's shell
may oo segragated from sach building componsent (2.g., plumbing system, heating,
g ste =% h item depreciated over iIs estimartzd
ir H e shell and 2l componznis) may b=
Lo r a single useful life,

f. When the depreciatiop method is used for a particular class of assetls,
no depreciation may be allowed on any such assets that, under subparagraph d,
would he viewed as fully depreciated. Howewver, a reasonable use allowance may
he negotiated for such assets if warranted after taking into consideration the
amount of depreciation previcusly charged to the Federal Government, the
estimated useful life remaining at time of negeotiation, the effect of any
incrzased maintenance charges or decreased efficiency due to age, and any other

factors pertinent to the vtilizetion of the asset for the purpese contemplated.

g. Where the use allowance method is followed, the use allowance for
huildings and improvement {including land improvements, such as paved parking
areas, fences, and sidewalks) will be computed at an annual rate not exceeding
two percent of acguisition cost.

The use allowance for eguipment will be computed at an annual rate not exceeding
six and two-thirds percent of acquisition cost. When the use allowance method is
used for buildings, the entire building must be treated as a single asset; the
building's components (2.g., plumbing system, heating and air conditioning,
etc.) cannot be seqgregated from the building's shell.

The two percent limitation, however, need not be applied to equipment which is
mersly attached or fastened to the building but not permanently fired to it and
which is usad as furnishings or decorations or for specizlized purposes (e.g.,
dentist chairs and dental tregatment units, counters, laboratory benches boltied
to the floor, dishwashers, modular furniture, carpeting, etc.}. Such equipman
will be considered as not being permanently fixed t¢ the building if it can b
removed without the need for costly or extensive alterations or repairs to th
building or the equipment. Eguipment that meets these criteria will be subjec
to the 6 2/3 percent equipment use allowance limitation.

T
=
e
t

h. Charges for use allowances or depreciation must be supported by
adequate property reccords and physical inventories must be taken at least once
every two vears {a statistical sampling basis is acceptable} ito ensure that
assets exist and are usable and needed. When the depreciation method is
followed, adequate depreciation records indicating the amount of depreciation
taken each period must also be maintained.

12. Donations and contributions.

a. Contributions or donations rendered. Contributions or donations,
including cash, property, and services, made by the organization, regardless cf
the recipient, are unallowable.

b. Donated services received:
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direst COSU acTivity shall, wheh meterial in amount, be congidered in tne
derermonatior of The non-profit organizsatlon’'c indirect cosis oz ratels; and,
ancordingly, shall pe allocated & proportlonate share of applicapie indirect
zuste wnen ~he following exist

'z) The aggregate velus of the services is meterial;

(b} The services are supported by a significant amcunt of the
indirect costs incurred by the non-profit organization; and

{c) The direct cost activity is not pursued primarily for the
benefit of the Federal Government.

(2} 1In those instances where there is no basgis for determining the
fzir market value of the services rendered, the recipient and the cegnizant
agency shzll negoliate an appropriate allocation of indirect cost to the
services.

{4} Where donated services directly benefit & project supported by
ap award, the indirect costs allocated to the services will be considered as a
part of the toral costs of the project. Such indirect costs may be reimbursed
under the award or used to meet cost sharing or matching requirements.

{5) The value of the donated services may be used to mest cost
sharing or matching reguirements under conditicns described in Sec. .23 of
fircular E-110. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the donations so that reimbursement will
not be made.

c. Domated goods or space.

(1) Donated goods; i.e., expendable personal property/supplies, and
doneted use of space may be furnished to a non-profit organization. The value of
the goods and space is not reimbursable either as a direct or indirect cost.

(2] The value of the donations may be used to meetl cost sharing or
matching share regquirements under the conditions described in Circular A-110.
Where donations are treated as indirect costs, indirect cost rates will separate
the value of the donations so that reimbursement will not be made.

13, Employee morale, health, and welfare ccsts.
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i, Entertainment costs.  Costs ol entertainment, Including amusement,

diversion, and social activities and any c¢osts directly associated with such
fﬂuch as tickets Lo shows oSr sports events, meals, lodging, rentalc,

tranaportation, and gratuities) are unallowable.

1%,  Egulpment and other capital expenditures.

a. For purposes of this subparagraph, the fellowing definitions apply

[y

{1) "Capital Expenditures” means expenditures for the acquisizion
cost of capital assets {eguipment, buildings, land}, or expesnditures {o make
improvements to capital assets that materially increase their valuwe or useiul
l1ife. BAcguisition cost means the cost of the asset including the cost to put ic
in place. AcqguiSition cost for eguipment, for example, means the net inveice
price of the squipment, including the cost of any modifications, attachments,
cessorles, or au¥iliary apparatus necessary to make it usable for the purpese

dac

far which it is acguired. &Ancillary charges, such as taxes, duty, protective in
transit insvrance, freight, and installation may be included in, or excluded
fyrom the acquisition cost in accordance with the non-profit organization's
regular accounting practices.

{z) "Eguipment" means an article of nonexpendable, tangible pzrsonal
property having a useful life of more than one year and an acguisition cost
which szquals or exceeds the lesser of the capitalization level established by
the non-prefit organization for financial statement purposes, or $5000.

(3} "Special purpose eguipment” means eguipment which is used only
for research, medical, scientific, or cother technical activities. Examples of
special purpose sguipment include micrcscopes, x-ray machines, surgical
instruments, and spectrometers. '

{4) "General purpose eduipment™ means equipment, which is not
limited to research, medical, scientific or other technical activities. Examples
include office eqguipment and furnishings, modular offices, telephone networks,
information technology eguipment and systems, air conditioning sgquipment,
reproduction and printing equipment, and motor vehicles.

b. The following rules of allowability shall apply to eguipment and other
capital expenditures:

n -
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oI L5000 or more have The

3, Tapitel expencitures Ior Lmprovemsente To land, buiidinces, o
gaulpment which meterial’lly ‘ncrease thelr value or z i
22 & direct cost except with The prior approval of

14) Wner approved as & direct charge pursuant Lo peragraph 1I.b. (1},
{2y, and (3} above, capital sxpenditures will pe charged in the period in which
~he expend re -g incurred, ¢r 25 ovtherwlise determined approprizte by and

negotiated with the awarding agency.

(%) Eguipment and other capital expenditures are unallowable as
indirect costs, However, see Attachment B, paragraph 11., Depreciation and use
allowance, for rules on the allowability of use allowances or depreciation on
buildings, capital improvements, and equipment. Also, See Attachment B,
paragraph 43., Rental costs of buildings and equipment, for rules on the
allowability of remtal costs for land, buildings, and eguipment.

{6) The unamertized portion of any equipment written off as a result
of & change in capitazlization levels may be recovered by continuing to claim the
otherwise allowable use zllowances or depreciation on the eguipment, or by
amortizing the amount te be written off over 2 period of years negotiated with
the cognizant agency.

16. Fines and penalties. Costs of fines and pénalties resulting from
viglations of, or failure of the organization to comply with Federal, State, and
locel laws and regulaticns zre unallowable except when incurred as a result of
compliance with specific provisions of an award or instructions in writing from
the awarding agency.

17. Fund raising and investment management costs.

a. Costs of organized fund razising, including financial campaigns,
endowment drives, solicitation of gifts and bequests, and similar expenses
incurred solely to raise capital or obtain contributions are unallowable.

b. Costs of investment counsel and staff and similar expenses incurred
solely to enhance income from investments are unallowable. -

c. Fund raising and investment activities shall be allocated an
appropriate share of indirect costs under the conditions described in
subparagraprh B.3 of Attachment 2.

18. Gains and lecsses on depreciable assets.

a (1) Gains and losses on sale, retirement, cr other dispositicn of
depreciakble property shall be included in The year in which they occur as,
edits

A

or charges to cost grouping(s) in which the depreciation applicable to

33  ATTACHMENT X}
TDAfE 7-'7‘) [l = qg DALCCC



o5l

‘Zr Gains and loszes on the disposition oI depreclable pronerty
not o ohe &3 ¢ separate credit or charge under the fgll wing
PREY H
() The gain or loss is processed through a depreciation
antount and is reflected in the depreciation allowable under paragraph il

‘; The property 1s given in szxchange as part of the purchase
prive of a similar item and the gain or loss 1s taken into account in
determining the depreciation cost basis of the new item

fc) B loss resul:ss from the failure to maintain permissible
insurance, except as otherwise provided in Attachment B, paragraph Z2.

(d} Compensaticn for the use of the property was provided
through use allowances in lieu of depreciation in accordance with paragraph 9.

{e} Gains and lcsses arising from mass or extraordinary sales,
retirewments, or octher dispositions shall be considered on a case-by-case basis.

bb. Gains or losses of any nature arising from the sale or exchange of
property other than the property covered in subparagraph a shall be excluded in
computing award costs.

19. Goods or services for personal use. Costs of goods or services for
personal use of the organization's employzes are wvnallowable regardless of
whether the cost is reported as taxable income to the smployess.

20. Housing and personal living sxpenses.

a. Costs of housing (e.g., depreciation, maintenance, utilities,
furnishings, rent, etc.), housing allowances and perscnal living expenses for/of
the organization's officers are unallowable as fringe benefit or indirect costs
regardless of whether the cost is reported as taxable income to the employess.
These costs are allowable as direct costs to sponsored award when necessary for
the performance of the sponsored award and approved by awarding agencies.

b. The term "officers" includes current and past cfficers and employses.

21. 1Idle facilities and idle capacity.

a. Bs used in this section the fellowing terms have the meanings set forth
below:

(1} "Facilities" means land and buildings or any portion thereof,

equipment individually or collectively, or any other fangible capital asset,
wherever located, and whether owned or leased by the non-profit organization.
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L. The coste of idle faclilities are unallowable except To the erxtent that:
{1} They are necessary tc meet fluctuations in worklcad; or

{2} Although not necessary to meet fluctuations in worklcad, they
were necessary when acguired and are now idle because of changes in program
requirements, efforts to achieve more economical operations, reorganizaticn,
termination, or other causes which could not have been reascnably foressen.
Under the exception stated in this subparagraph, 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 facilities.

c. The costs of idle capacity are normal costs of doing business and are &
factor in the normal fluctuations of usage cor indirect cost rates from period to
period. Such costs are z2llowable, provided that the capacity is reascnably
anticipated to be necessary or was criginally reasonable and is not subject to
reduction or elimination by use on other Federal awards, subletting, renting, or
sale, in accordance with sound business, economic, or security practices.
Widespread idle capacity throughout an entire facility or among a group of
assets having substantizlly the same function may be considered idle facilities.

22. Insurance and indemnification.

a. Insuvrance includes insurance which the organization is reguired to
carry, or which is approved, under the terms of the award and any other
insurance which the organization meintains in connection with the general
conduct of its operations. This paragraph dees not apply to insurance which
represents fringe benefits for employees {see subparagraphs 8.9 and 8.1(2}).

{1y Costs of insurance redquired or approved, and maintained,
pursuant to the award are allowable.

(2} Costs of other insurance maintained by the organization in
connection with the general cenduct of its operations are allowable subject
the following limitaticons:

+—

O

{2} Types and extent of coverage shall be in accordance with
sound business practice and the rates and premiums shall be reasonable under the
circumstances. :

>
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serve under a self-insurance program
D coverage, extent of coverage, rsies,
and premiums would have baern allowed had insurance beern purchased to cover the
visks. However, provision for known or reasonably estimated seif-insured
Liakbilities, whicn do not become pavable for more than one year after the
provisgion is made, snall not exceed the presesnt value of the liability.

{(di Provisions fo
are allowable to the extent that ty

fe) Costs of insurance on the lives of trustees, of
other emplovess nolding positions of similar responsibilities are a
to the extent that the insurance represents additional compensation
subparagraph 8.g(471. The cost of such insurance when the organization is
identifred as the beneficiary is unaliowable.

o
—

) {f} Insurance against defects. Costs of insurance Witz
raspect to any costs incurred te correct defects in the organization's materials
or workmanship are unallowable.

(g) Medical liability (malpractice) insurance. 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 participants in rzsearch technigues. Medical liability insurance costs shall
be treated as a direct cost and shall be assigned te individual projects based
on the manner in which thz insurer allocates the risk te the population coverad
oy the insurance.

{2) Actual losses which could have been covered by permissible
insurance (through the purchase of insurance or a self-insurance program) are
unallowable unless expressly provided for in the award, except:

{a) Costs incurred because of losses not covered under nominal
deductible insurance coverage provided in keeping with sound business practice
are allowable,

(b) Minor losses not covered by insurance, such as spoilage,
breakage, and disappearance of supplies, which occur in the ordinary course of
operations, are allowable.

b. Indemnification includes securing the organization against liabilities
to third persons and any other loss or damage, not compensated by insurance or
otherwise. The Federal Government is obligated to indemnify the organization
only to the extent expressly provided in the award.

23. Interest.

a. Costs incurred for interest on borrowed capital, temporary use of
endowment funds, or the use of the non-profit corganization’s own funds, however
represented, are unallowable. However, interest on debt incurred afier

September 29, 1995 to acquire or replace capital assets (including

\
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atement of purpcse and justification for facility

{5) B statement as to why current facilities aze not adeguate
{c) B statement of planned future use of the facility

(d} B description of the financing agreement to be arranged

{e) A summary of the building contract with estimated cost
information and statement of socurce and use of funds

{f! A schedule of planned occupancy dates

12y For facilities costing over $500,000, the non-profit

organization prepares, prior to the acquisition or replacement of the facility,
a lease/purchase analysis in accordance with the provisions of Sec. - .30
threugh .27 of Circular A-110, which shows that a financed purchase or capital
lease is less costly to the organization than other leasing aiternatives, on a
net present value basis. Discount rates used should be equal to the non-profit
organization's anticipzted interest rates and should be no higher than the fair
market rate available to the non-profit organization from an unrelated {"arm's
length") third-party. The lease/purchase analysis shall include a comparison of
the net present value of the prejected total cost comparisons of bot
alternatives over the period the asset is expected to be used by the non-profit
rganization. The cost comparisons associated with purchasing the facility shall
include the estimated purchase price, anticipated operating and maintenance
costs {(including property taxes, if applicable) not included in the debt
financing, less apny estimated asset salvage value at the end of the period
defined above. The cost comparison for a capital lease shall include the
estimated total lease payments, any estimated bargain purchase option, operating
and mzintenance costs, and taxes not included in the capital leasing
arrangement, less any estimated credits due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rates under
rental agreements that would be renewed or reestablished over the period defined
above, and any expected maintenance costs and allowable properiy taxes to be
borne by the non-profit organization directly or as part of the lease
arrangsment.
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{%) Reimbursaements are limited to the iesast costly alternative bassad
on tha tozlal cost analysis reguired under subparagraph (bj. For example, If an
operating lease is determined to be less costly than purchasing through debt
financing, then reimbursement is limited 2o ths amount determined if leasing had
been used. In all cases where a lsase/purchase analysis is performed, Federal
reimbursement shall be based upon the l=ast expensive alternative.

£
b
n

{67 Non-profit organizations are also subject to the following
conditions:

(a} Interest on debt incurred to finance or refinance assets
acguired hefore or reacguired after September 28, 19%95, is not allowable.

{b) Interest attributable to fully depreciated assets :is
unallowable.

(c) For debt arrangements over $1 million, unless the non-
profit organization makes an inifial equity contribution toc the asset purchase
of 25 percent or more, non-profit organizations shall reduce claims for interest
expanse by an amount egual to imputed interest earnings on excess cash flow,
which is to be calculated as follows. Arnually, non-profit crganizations shall
prepare 2z cumulative (from the inception of the project) report of monthly cash
flows that includes inflows and outflows, regardless of the funding source.
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number of months in the year
{usually 12) that the building is in service for monthly amounts. OQutilows
consist of initial eguity contributions, debt principal payments {less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative outflows, interest shall he
calculated on the excess inflows for that period and be treated as a reduction
to allowable interest expense. The rate of interest to be used to compute
earnings on excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day of that month. '

(3} Substantial relocation of federally-sponsored activities
from a facility financed by indebtedness, the cost of which was funded in whole
or part through Federal reimbursements, to another facility prior to the
expiration eof a period of 20 years reguires notice to the Federal cognizant
agency. The extent of the relocation, the amount of the Federal participation in
the financing, and the depreciation and interest charged to date may require
negotiation and/or downward adjustments of replacement space charged to Federal
programs in the future. .

{e) The allowable costs to acguire facilities and equipment
are limited to a fair market value available to the non-profit organization from
an unrelated ("arm's length") third party.
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c. The foliiowing definitions sre toe be used Ifor purposses of tils

{1) Re-acgulired assets means assets held by the non-profit

organization prior to Seéptember 29, 1985 that have agsain come to be held by
the crganization, whether through repurchase or refinancing. It does not include
ssets acquired to replace older assets.

{2} Initial equity contribution means the amount or value of
contributions made by non-profit organizaticns for the acguisition of the asset
or prior to occupancy of facilities.

(3) Esset costs means the capitalizable costs of an asset, including
construction cocsts, acquisition costs, and other such costs capitalized in
accordance with GARAP.

24 . Labor relaticns costs. Costs incurred in meintaining satisfactory
relations between the corganizaticon and its employees, including costs of labor
management committees, employee publications, and other related activities are
alliowable. : '

25. Lobbying.

a. HNotwithstanding other provisions of this Circular, costs asscciated
with the following activities are unallowable:

(1} Attempts tec influence the outcomes of any Federal, State, or
local election, referendum, initiative, or similar procedure, through in kind or
cash contributions, sndorsements, publicity, or similar activity;

{2) Establishing, administering, contributing to, or paying the
expenses of a political party, campaign, political action committee, or other
organization established for the purpose of influencing the outcomas of
elections;

{3) Any attempt to influence: (i) The introduction of Federal or
State legislation; or (ii) the enactment or modification of any pending Federal
or State legislation through communication with any member or employee of the
Congress or State legislature {(including efforts to influence State or local
fficials to engage in similar lobbying activity), or with any Government
official or employee in connection with a decision to sign or veto enrclled
legislation;

{4) Aoy attempt to influence: (1) The introducticon of Federzl or
State leg;slation; or (131} the enactment or modification cf any pending Federal
or State legisletion by preparing, distributing or using publicity or
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subparagraph a:

The following activizies are excepted from the covarage of

‘1) Providing a technical and factual presentation of infermation on
a topilc directly related to the performance of a grant, contract or other
agreement through hearing testimony, statemsnts oy letters to the Congress or a
State legislature, or subdivision, member, or cognizant staff member thereof, in
response to a documented request {inzluding a Congressional Record notice
reguesting testimory or statements fer the record at a regularly scheduled
hearing} made by the recipient member, legislative body or subdivision, 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 unallowable unless ingurred
to offer testimony at a regularly scheduled Congressional hearing pursuant to a
written reguest for such presentaticn made by t“he Chairman or Ranking Minority
Member of the Committee or Subcommittee conducting such hearing.

{2) Any lcbbying made unallowable by 'subparagraph a(3) to influencs
State legislation in order to directly reduce the cost, or to avoid material
impairment of the organization's authority to perform the grant, contract, or
other agreement.

{2) Any activity specifically authorized by statute to be undertaksn
with funds from the grant, contract, or other agreenment.

c. (1) When an organization seeks reilmbursement for indirect costs,
total lobbying costs shall be separately identified in the indiresct cost rate
proposal, and thereafter treated as other unallowable activity costs in
accordance with the procedures of subparagraph B.3 of Attachment 2.

{2} Organizations shall submit, as part of the annual indirect cost
rate proposal, a certificaticn that the reguirements and standards of this
paragraph have been complied with.

{3) Organizations shall maintain adequate records to demonstrate
that the determination of costs as being allowable or unallowable pursuant to
paragraph 25 complies with the regquirements of this Circular.

{4) Time logs, calendars, or similar records shall not be reguired
to be created for purposes of complying with this paragraph during any
particular calendar month when: {1} the employee engages in lobbying {as defined
in subparagraphs (a) and (b)) 25 percent or less of the employee's compensated
nours of employment during that calendar month, and (2) within the preceding
five-year period, the organization has not materially misstated allowable or
unallowable costs of any nature, including legislative lobbying ccsts. When
conditions (1) and {2) are met, organizations are not reguired to establish
records to support the z2llowabliliy of claimed costs in addition to records
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d. Executive lopbying costs. Costs incurred in attempting to

improperly influence either directly or indirectly, an employee cor offizer of
the Executive Branch of the Federal Government to give consideration or to act
regarding & sponsored agreement or a regulatory matter are unallowable, Imoroper
influence means any influence that induces or tends to induce a Federal employec
or officer to give consideraztion or to act regarding a federslly-sponsored
agreement or regulatory matter on any basis cther than the merits of the matter.

26. Losses on other sponsored zgreements or contracts. 2Any excess of costs
over income on any award is unallowable as a cost of any other award. This
includes, but is not limited to, the organizaticn's contributed portion by
rezson of ccst sharing agreements or any under-recoveries through negotiation of
lump sums for, or ceilings on, indirect costs.

77. Maintenance and repzir costs. Cests incurred for necessary maintenance,
repair, or upkeep of buildings and eguipment (including Federal property unless
otherwise provided for) which neither add te the permanent value of the property
nor appreciably prolong its intended life, but keep it in an efficient operating
condition, are allowable. Costs incurred for improvements wnich add to the
permanent value of the buildings and eguipment or appreciably prolong thelr
intended life shall be treated as capital expenditures {see paragraph 15).

28. Materials and supplies costs.

. Costs incurred for materizls, supplies, and fabricated parts necessary
to carry out a Federal award are allowable.

b. Purchased materials and supplies shall be charged at their actual
prices, net of applicable credits. Withdrawals from general stores cor
stockrooms should be charged at their actual net cost under any recognized
method of pricing inventory withdrawals, comsistently applied. Incoming
transportation charges are a proper part of materials and supplies costs.

2. Only materials and supplies actually used for the performance of a
Federzl award may be charged as direct costs.

d. Wherz federally-donated or furnished materials are used in performing
the Federal award, such materials will be used without charge.
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0. Memberships, sucscripiions, and preofessioconal activity costs.

#. Costs of the non-profit organization’s membership in business,
technlizal, and professional organizations are allowable.

v, Costs of the non-profit organization’s subscriptions to business,
professional, and technical periodicals are allowable.

2. Costs of membership in any civiz or community organizatlon are
allowable with prior approval by Federal cognizant agency.

d. Costs of membership in any country club or social or dining club or
organization are unallowabls.

21. Organization costs. Expenditures, such as incorporation fees, brokers'
fees, fees to promotefs, organizers or management consultants, attorneys,
accountants, or investment counselors, whether or not employses of the
organization, in ccnnection with establishment or recrganization of an
crganization, are unallowable except with prior approval of the awarding agency.

32. Page charges in professional journals. Page charges for professional
journal publications are allowabls as a necessary part of research costs, whare:

a. The research papers report work supported by the Federal Government:
and '

b. The charges are levied impartially on all research papers pubiished by
the journal, whether or not by federally-sponsored authors.

33. Participant support costs. Participant support costs are direzct cosis for
items such as stipends ¢or subsistence allowances, travel allowances, and
registration fees paid to or on behalf of participants or trainees {but not
employees) in connection with meetings, conferences, symposia, or training
projects. These costs are allowable with the prior approval of the awarding
agency.

34. Patent costs.

a. The following costs relating te patent -and copyright matters are
allowable: (i) cost of preparing disclosures, reports, and other documents
regquired by the Federal award and of searching the art to the sxtent necessary
to make such disclosures; (ii) cost 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 conveyed to the Federal Government; and (iii) general
counseling services relating te patent and copyright matters, such as advice on
patent and copyright laws, regulaticns, clauses, and employee agreements (but
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Government (but ssze paragraph 45., other cousts for use of patents
and copyrights)

2¢  plant and homeiand security cests. Necessary and reasonable expenses
incurred for routine and homeland security to protect faclilities, perscnnel, &nd
work products are allowable. Such costs include, but are not limited to, wages
and uniforms of personnel engaged in security activities; eguipment; barriers;

contractual security services; consultants; etc. Capital expenditures for
homeland and plant security purposes are subject to paragraph 15., Eguipment and
other capital expenditures, of this Circular.

3¢. Pre-agresement costs. Pre-award costs are those incurred prior te the
effective date of the award directly pursuant teo the negotiation and in
anticipation of the award where such costs ars necessary to comply with the
propesed delivery schedule or period of performance. Such costis are allowable
only to the extent that they would have been allowabie if incurred after the
date of the award and only with the written approval of the awarding agency.

37. Professional services costs.

2. Costs of professional and consultant services rendered by persons who
are members of a particular profession or possess z specizl skill, and who are
rnot officers or employzes of the non-profit organization, are zllowable, subject
t0 subparagraphs b and c when reasonable in relation to the services rendered
and when not contingent upon recovery of the costs from the Federal Guvernment.

In addition, legal and related services are limited under Rttachment B,
paragraph 10.

L. In determining the allowability of costs in a particular case, nc
singie factor or any special combination of factors is necessarily
determinative. However, the following factors are relevanti:

(1) The nature and scope of the service rendered in relation to the
service reguired.

(2) The necessity of contracting for the service, considering the
non-profit organization's capability in the particular area. s

{3) The pest pattern of such costs, particularly ip the years pricr
to Pederal awards.

L
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amployment rather than ¢ontracting.

{7} The gualifications of the individual or concern rendering tne
service and the customary iees charged, espescially on non-Federal awards.

‘8 Adeguacy of the contractual agreenent for Che service le.qg.,
descriptiorn of the service, =astimate of time required, raze of compensazion, and

cermination provisionst.

c. In addition to the factors in Subparagraph b, retainer fees to bes
allowable must be supported by evidence of bona ifide services available or
rendered

38. Publization and printing costs.

a. Publicatien costs inciude the costs of printing (including the
processes of compesition, plate-making, press work, binding, and the end
products produced by such processes), distribution, promotion, mailing, and
general handling. Publicetion costs also include page charges in professional
publications. ‘

b. If these costs are not identifiable with a particular cost objective,
they should be allocated as indirect costs to &ll benefiting activities of the

non-profit organization.

c. Page charges for professional journal publications are allowable as a
necessary part of research costs where:

{1} The research papers report work supported by the Federal
Gevernment: and

(2) The charges are levied impartially on all research papsrs
published by the journal, whether or not by fsderally-sponsored authors.

36. Rearrangement and alteration cosits. Costs incurred for ordinary or normal
rearrangement and alteration of facilities are allowable. Special arrangement
and alteration costs incurred specifically for the project are allowable with
the prior approval of the awarding agency.

40, PReconversion costs. Costs incurred in the restoration or rehabilitation o
the non-profit organization'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,

3
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prospective employment, and relocation cositis incurred Lncide
new employees, ere allowable to the sextent that such costs are in
o

incur
to a well-managed recruitment program. Where the organizatlion uses employment
agencies, costs that are not in excess of standard commerciazl rates for such
services are zllowable.
b. In publicaticns, costs 0f help wanted advertising that includes cclor,

includes advertising materizl for other than recrultment purpcses, or is
excessive in size (taking inte consideration recruitment purposes for which
intended and normal crganizational practices in this respect), are unazllowable.

c. Costs of help wanted advertising, special emoluments, fringe benefits,
and salary allowances incurred to attract professionzl personnel from other
organizations that do not meet the test of reasonableness or do not conform with
the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of z naw
employee have been 2llowed either zs an allocable direct or indirect cost, and
the newly hired employee resigns for resasons within his control within twelve
months after being hired, the organization will ke reqguired to refund or credit
such relocation costs to the Federal Government.

42. Relocation costs.

a. Relocation costs are costs incident to the permanent change of duty
ascignment (for an indefinite period or for a stated period of not less than 12
months) eof an existing employee or upen recruitment of a new employes.
Relccaticn costs are allowable, subject to the limitation described im
subparagraphs b, ¢, and d, provided that:

(1) The move is for the benefit of the emplioyer.

(2) Reimbursement to the employee is in accordance with an
established written policy consistently fellowed by the employer.

(3) The reimbursement does not exceed the employee's actual (or
reasonably estimated) expenses.

Ib. Allowszble relocation costs for current employees are limited to the
following: ' ' '

(1) The costs of transportation of the smployee, members of his
immediate family and his household, and personal effects to the new location.

ko
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{4; The continuing coests of ownership of the vacant former home
after “hé settlement or lease date of the employee's new permanant home, such as
maintenance of buildings and grounds {exclusive of fixing up expensas),
utilities, taxes, and property insurance.

5) Other necessary and reasonable expenses normally incident to
raelocation, ucr as the costs of canceling an unexpired lezase, disconnecting and
reinstailing housshold appliances, and purchasing insurance against loss of or
damages to personal property. The cost of cancaling an unexpired lease is

limited to three times the monthly rental.

c. BAllowable relocation costs for new employees are limited to those
described in (1) and (2) of subparagraph b. When relocation costs incurred
incident to the recruitment of new employees have been allowed either as a
direct or indirect cost and the employee resigns for reasons within his control
within 12 months after hire, the organization shall refund or credit the Federal
Government for its share of the cost. However, the costs of trawel to an
overseas location shall be considered travel costs in accordance with naragrapb
50 and not relocation costs for the purpose of this paragraph if dependents ar
not pe*mltted at the location for any reason and the costs do not lnclude costs
of transporting housshold goods.

d. The following costs related to relocation are unallowable:
(1) Fees and other costs associated with acguiring 2 new home.
{z; & loss on the sale of a former home.
{3) Continuing mortgage principal and interest payments on a home
neing sold.

t4) Income taxes paid by an employee related to reimbursed
relocation costs.

43. Rental costs of buildings and equipment.

a. Sublject to the limitations described in subparagraphs b. through d. of
this paragraph 43, rental costs arz allowable to the extent that the rates are
reasonable in light of such factors as: rental costs of comparable property, if
any; market conditions in the area; alternatives available; and, the type, life
expectancy, condition, and value of the property lzased. Rental arrangements
should be reviewed periodically to determine if circumstances have changed and
other options are available.

b. Rental costs under “sale and lease back” arrangements are allowahle
only up to the amount that would be allowed had the non-profit organization
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IhLS purpo g lesg-tnan-arine-_ength lease 15 one unoer which one party ToC The
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DTNET Suck lzeses include, but are not limited to these keztweern (i divisgions
of z nop-profit corganizatacn; {:1i; non-profit organizations under common COnTrol
thr fficers, directors, or members; and [111) & non-profiz

rough common of
organization and & director, trustee, officer, or key employee of the non-profit
organization or his immediate family, eitner directly or through corporat:ions,
trusts, or similar arrangements in which they hold a controlling interest. For
example, a non-profit organization may establish & separate cqrp ration for the
sole purpose of owning property and leasing it back to the non-profi
organization.

d. Rentzl costs under leases which are required to be treated as capital
leases under GALF are allowable only up to the amount {azs explained in
subparagraph b) that would be allowed had the non-profit organization purchased
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Board Statement 13, Accounting for Leases, shall
be used to determine whether a lease is & capital lease. Interest costs related
to capital leases are allowable to the extent they meet the criteria in
subparagraph 23. DUnallowable costs include amounts paid for profit, management
fees, and taxes that would not have been incurred had the non-profit
organization purchased the facility.

44. Royalties and other costs for use of patent:s and copyrights.
a. Royalties on a patent or copyright or amortization of the cost of
acguiring by purchase a copyright, patent, or rights thereto, necessary for the

proper performance of the award are allowable unless:

{1) The Federal Government has a license or the right to free use of
“he patent or copvright.

(2) The patent or copyright has been adjudicated tc be invalid, or
has been administratively determined to be invalid.

(3) The patent or copyright is considered to be unenforceable.
{4} The patent or copyright is expired.

b. Special care should be exercised in determining reasonableness where
the royalties may have arrived at as & result of less- than arm’'s-— length
bargaining, e.g.

(1) Poyalties paid to perscns, including corpocrations, affiliated
with the non-profit organization.

(2} Royzlties pzid tc unaffiliated parties, including corporations,
under an agreement entered into in contemplation that a Federal award would be
made.
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4%, 5elling and marketing. Costs of seiling and marketing any products or
szrvizes of the non-proiit orgari ion are unallowable (unless allowed under
Avzachment B, paragraph 1. as allowaple public rszlations cost. However, these
cozts are allowable as direct costs, with prior approval by awarding agencies,
when they are necessary for the performance of Tederal prugrams.

==
[oa

Specialized service facllities.

)

a. Tne costs of gervices provided by highly complex or specialized
facilities oparated by the non-profitf organization, such as computers, wind
tunnels, and reactoers are allowable, provided the charges for the services meet
the conditions of zither 46 b. or c. and, 1in addition, take inzo account any
items of income or Federal financing that qualify as applicable credits under
Attachment A, subparagraph A.5. of this Circular.

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 methodology that (i) does not discriminate
against federally-supported activities of the non-profit organization, including
usage by the non-profit organization for internal purposes, and (ii) is designed
to recover only the aggregate costs of the services. The costs of sach service
shall consist normally of both its direct costs and its allocable share of all
indirect costs. Rates shall be adjustsd at least biennially, and shall take
into consideration over/under applied costs of the previous periodis).

¢. Where the costs incurred for a service are not material, they may be
allocated as indirect costs.

d. Under some extraordinary circumstances, where it is in the best
interest of the Federal Government and the institution to establish alternative
costing arrangements, such arrangements may be worked cut with the cognizant
Federal agency.

47. Tasxes.

a. In general, taxes which the organization is required to pay and which '
are paid or accrusd in accordance with GRAP, and payments made to local
governments in lieu of taxes which are commensurate with the local government
services received are allowable, except for (i) taxes from which exemptions are
available to the organization directly or which are available to the
organization based on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes availlable the necessary exemption
certificates, (ii) special assessments on land which represent capital
improvements, and (iii) Federal income taxes.

b. BAny refund of taxes, and any payment to the organization of interest
thereon, which were allowed as award costs, will be credited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.
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Contemporanecus purchases ol common items by the non-profit crganization shall
be regarded as evidence that such irems are rzasonably usable on the non-profit
crganization's other work. Any acceptance of common items as allocakle to the
terminated portion of the Federal award shall be limited to the extent that the
quantities of such items on hand, in tramsit, and on order are in excess of the
reascnable guantitative reguirements of cother work.

. If in a particular case, despite all reasonable efforts by the non-
profit organization, certailn costs cannot be discontinued immediately after the
effective date of termination, such costs are generally allowable within the
limitations set forth in this Cireular, except that any such costs continuing
after termination due to the negligent or willful failure of the non-profit
organization to discontinue such costs shall be unallowable.

c. Loss of useful value of specizl tooling, machinery, and is generally
allowable if: '

{1} Such special tooling, specizl machinery, or equipment is not
reasonably capable of use in the other work of the non-profit organization,

{2} The ipterest of the Federal Government is protected by transfer
of title or by other means deemed appropriate by the awarding agency, and

(3) The loss of useful value for any ocne terminated Federal award is
limited tc that poertion of the acquisition cost which bears the same ratio to
the total acquisition cost as the terminated portion of the Federal award bears
o the entire terminated Federal award and other Federal awards for which the
special tooling, special machinery, or equipment was acguired.

d. Rental costs under unexpired leases are generally allowable where
clearly shown tc have been reasonably necessary for the performance cf the
terminated Federal award less the residual 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-profit organization makes sll reasonable efforts to
terminate, assign, settle, or ctherwise reduce the cost of such lease. There
2150 may be included the cost of slterations of such lessed property, provided

2

o

4
P pace HO oF .55 pascES




era;iy al:owabla:

Bocoounting, isgal, clerizzl, and zimilzr costs reasonably

sentation to the awarding agency of
espect to the tarminated portion of
for default (sze Subpart _ .61 of

va) The preparatior
and supporting data with

unless tne terminztion is
and

(b} The termination and settlement of subawards.

{2) Reasonable costs for the storage, transportation, protecticn,
and disposition of property provided by the Federal Government or acguired or
produced for the Federal award, except when grantees or contractors are
reimbursed for disposals at a predetermined amount in accordance wlth Subparts
32 through .37 of Circular R-110.

{31 Indirect costs related to salaries and wages incurred as
settlement expenses in subparagraphs (1) and {2). Normally, such indirect costs
shail be limited to fringe benefits, occupancy cost, and immediate supervision.

f. Claims under sub awards, including the allocable portion of c¢laims
which are common to the Federal award, and to other work of the non-profit
organization are generally allowable.

An appropriate share of the non-profit organization's indirsct expense may bs
allocated to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Attachment A. The indirect expense so allocated shall
exciuvnde the same and similar costs claimed directly or indirectiy as settlement
eXpenses.

49. Training costs.

a. Costs of preparation and maintenance of a program cof instruction
including but not limited to om-the-job, classroom, and apprenticeship training,
designed to increase the vocational effectiveness of employees, including
training materials, textbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and (i) salaries of the director of
training and staff when the training program is conducted by the organization;
or [(ii}) tuition and fees when the training is in an institution not operated by
the organization, are allowable.

b. Costs of part-time education, at an undergraduate or post—-graduate
college level, including that provided at the organization's own facilities, are
allowable only when the course or degrze pursued is relative to the field in
which the employee is now working or may reasonably be expected to work, ang are
limited to:

{1) Training materials.

{2) Textbooks
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{6) Streight-time compensation of each employee for f1ime spent
artending classes during working hours not in excess of 15¢ hours per year and
only to the extent that circumstances do not permit the operation of clazsses or
attendance at classes after regular working hours; otherwlse, such compensation
is unallowable.

c. Costs of tuition, fees, training materials, and texitbooks {(but not
subsistence, salary, or any other emcluments) in connection with full-time
education, including that provided at the crganization's own facilities, at a
post~graduate {but not undergraduate} college level, are allowable only when the
course or degree pursued is related to the field in which the employee is now
working or may reasonably be expected to work, and only where the costs receive
the pricr approval of the awarding agency. Such costs are limited to the costs
attributable to z total period not to exceed one school year for each employee
so trained. In unusual cases the pericd may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
specialized programs specifically designed to enhance the efiectiveness of
executives or manhadgers ©r TO prepare employees Ior such positions are allowable.
Such costs include enrollment fees, training materials, textbooks and related
charges, employees' salaries, subsistence, and travel. Costs zllowable under
this paragraph do not include those for courses that are part of a degree-
oriented curriculum, which are allowable only to the extent set forth in
supparagraphs b and c.

e. Maintenance erpense, and normal depreciation or fair rental, on
facilities owned or leased by the organization for tralining purposes are
allowable to the extent set forth in paragraphs 11, 27, and 50.

f. Contributions or donations tec educational or training institutions,
including the donation of facilities or other properties, and scholarships or
feilowships, are unallowable.

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and c may be zllowed with pricr approval of the awarding
agency. To be considered for approval, the organizztion must demonstrate that
such costs are consistently incurred pursuant to an established training and
education program, and that the course or deqree pursued is relative to the .
field in which the employee is now working or may reasonably be expected to
Wwork.

50. Tramnsportation costs. Transportation costs include freight, express,
cartage, and postage charges relating either to goods purchased, in process, or
delivered. These costs are allowable. When such costs can readily be identified
with the items invoived, they may be directly charged as transportation costs or
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a. Gensral., Travel cuats are the expenses for transportation, lodcing,
subsistence, and related items incurred by amployees who are in travel stazus oun
official husiness of the non-proiit organizZation. 3Such Zosts may be charged on

an actuai CcosSt Dasis, on & per diem or mileage basis in lieu of actusl cosis
incurred, or on a combrination of the two, provided the method used is applied tu
an entire trip and not to selected days of the trip, and results in charges
consistent with those normally allowed in like circumstances in “he non-profit
organization’s non-federally-sponsoread activities.

. Lodging angd subsistence:. Costs incurred by employees and officers for
travel, including costs of lodging, other subsistence, and incidental expenses,
shall be considered reasonable and allowable only to the extent such costs do
not exceed charges normally allowed by the non-profit organization in its
regular operations as the result of the non-profit organization’s written travel
pclicy. In the absence of an acceptable, written non-profit organization policy
regarding travel costs, the rates and amounts established under subchaptsr I of
Chapter 57, Title 5, United States Code {“Travel and Subsistence Expenses;
Mileage BAllowances”), or by the Administrator of General Services, or by the
President {or his or her designee) pursuant to any provisions of such subchapter
shall apply to travel under Federal awards (48 CFR 31,205-46!a)}.

c. Commercial air travel.

{1} Rirfare costs in excess of the customary standard commercial
airfare (coach or equivalent), Federal Government contract airiare (where
avthorized and available), or the lowest commercial discount airfare are
unallowable except when such accommodations would: (a} require circuitous
routing; {b) require travel during unreasonable hours; (c) ezcessively prolong
travel; [(d}) result in additional costs that would offset the fransportation
savings; cor (e} offer accommodations not reasonably adeguate for the traveler’s
medical needs. The non-profit organization must justify and document these
conditions on a case-by-case basis in order for the use of first-class airfare
to be allowable in such cases.

{2) Unless a pattérn of avoidance is detected, the Federal
Government will generally not guestion a non-profit organization's
determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the non-profit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; or (b) that it is the non-profit organlaatlon s overall practice
t{o make routine use of such airfare.

d. Air travel by otler than commercial carrier. Costs of travel by non-
profit organization-owned, -leased, or -chartered aircraft include the cost of
lease, charter, operation (including personnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that exceseds the cost of allowable cowmmercial air travel, as provided for in
subparagraph] c., is unallowable.

o ——
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Adwance Teshnoiongy Insztitute (BTI). Charleston, South Carolineg
Aeraspace Corporation, 1 Segundo, Calilornia

American Ipstitutes of Resszarch (BIR), Washington D.CT.
Araonna HaeZional Lanoratory, Chicago, Illinols

Atomic Tasualty Commisszion, Washington, D.C.

Bat-elle Memorial Institutez, Headguartered in Zelumbus, Dhio

Bronokhaven MNational Laboratory, Upton, New York

=t
4]

Charles Stark Draper Laboratory, Incorporated, Cambridge, Massachuset
CNp Corporation (CNAC), Alexandria, Virginia
Environmental Institute of Michigan, Bnn Arbor, Michigan

Gecrgia Institute of Technology/Georgia Tech Applied Research Corporation/
Georgia Tech Research Ipstitute, Atlanta, Georgia

T
Hanford Environmental Health Foundation, Pichland, Washington
IIT Research Institute, Chicago, Illincis

Institute of Gas Technology, Thicago, Illinois
Institute for Defense Analysis, Alexandria, Virginia

LMY, Mclean, Virginia

Mitre Corporation, Bedford, Massachusetits

Mitretek Systems, Inc., Falls Church, Virginia

National Radiological Astronomy Observatory, Green Bank, West Virginia
National Renewable Energy Labqratory, Golden, Colorado

Cak Ridge Associated Universities, Oak Ridge, Tennesses

Rand Corporation, Santa Monica, California

Research Triangle Instiéute, Research Triangle Park, North Carolina

Riverside Research Instiﬁute, New York, Mew York

South Carolina Research Authority (SCRA), Charleston, Scuth Carclina
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Lyracuse Kesearcr Corporstion, Syracuse,

Urkbar Institute, Washington [.C,
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for obtaining consistency and un:formity among Feder
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»-122 is issued under the authority of sectiong
q. of title 21, United States Code, and Executive

3. Fegcission and QUDEISESE;OH This Circular rescinds Circular A-128,
'pudits of State and Local Governments," issued April 12, 19835, and supesrsedes
the prior Circular 2-123, 'Audits of Imstitutions of Hicgher Education and
Other Non-FProfit Institutions," issued April 22, 1956. For effective dates,
see paragraph 10. '

. Policy. Except as prov1de herein, the sctandards ser forth in this

nall be zapplied by =211 Federal agencies. If any statute

1y praseribes policies or specific reguirementes that differ from the
provided herein, the provisions of the subseguent statute shall

Federazl agencies shall apply the provisions of the sectioms of this
Circulzar to non-Federal entities, whether they are recipients expending
Federal awards received directly from Federzl awarding agencies, or ars
subrecipients erpending Federzl awards received from a pass-through entity (a
recipient or another subrecipient).

This Cireunlar doss not apply to non-U.E. based entities expending
Federal awards received either directly z8 2 recipient or indirectly as a
subrecipient.

5. Definitions. The definitions of key terms used im this Circular ars
contained in § .105 in the Zttachment to this Circular.

6. kRecuired Action. The specific requirements and responsibilities of
Federal zgencies and non-Federal entities are set forth in the Attachment to
this Circular. Federal agencies

making awards to non-Federzl entities, eit
adopt the language in the Circular in codi
Section 30 {below), unless different provis =
statute or are approved by the Office of Managem

dir
re

ctly or indirectly, shsall

he e
b egulations as provided in
r
5}

ET
ied
ione are reduired by Federzl

=nt and Budget (OME} .

7. OME Pesponsibilities. OME will review Federal agency regulations and
implementation of this Circular, and will provide interpretations of policy
regquirements and azssistance to ensure uniform, effective. and efficient |
implementation. :

8. Information Contact . Further information concerning Circular A-133 may
be. ob“aﬂned by contacting the Pimancial Standards and Reporting Branch, Office
of Federal Financial. Management, Cffice of Management &and Budget, Washington,
DC 20503, telephcne 4202} 395 3883,

}=
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Eeview Date Tris Tirzular will have

the date of issuance.

PR Effective Dates. The standards s2t Iorth in §_ 400 of

o wnis Circular, which apply directly to Faderal agencies, shall be gilexcive
July I, 1996, and sha.l apply to audits of fiscal years beginning alter Juns
30, 1996, excspt as otherwise specified in § a00{a)

The standards set forth in this Circular that Federal agencies shall
apuly to non-Pederal entitisg shall be adopted by Federal agencies in codilied
regulations not later than 60 days after publication of this final revision
in che Federal Register, so that they will apply to audits of fiscal years
beginning after June 30, 1996, with the exception that §_ _ .305(b) of the
Atrachment applies to audits of fiscal years beginning afrer June 30, 1998.
The reguirements of Circular A-128, although the Circular is rescinded, and
the 1990 version of Circular A-133 remain in effect for auvdits of £iscal years

beginning on or before June 30, 199%%.

The revisions published in the Federal Regisier June 27, 2003, are
effective for fiscal years ending after December 31, 2003, and early
implementation is not permitted with the axception of the definition of
oversight agency for audit which is effective July 28, 2003.

Augustine T. Smythe
Acting Director

Atrtachment
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Sappert B--zZudite
20U Eudit regulrement
::.205 Basis for de:ermﬂﬂ ‘ng Federzl awards expended
__.21¢ Subreciplient and vandor determinations
L2115 kelation teo other audit reguirsmente.
3 Frequency of audits.
__.225 Sanctions.
230 hudit coste.
235 Program-specific audite.
Suppart C--kuditees
__.300 Auditee responsibilities.
.05 Auditor selection.
__.210 Financizl statements.
___.3215 Audit, findinge follow-up.
220 eport subiission.

Subpart D--Federal Agencies and Pass-Through Entltlbs
400 Responeibilities.
_ﬁ.éOS Management decision.

Subpart E--Auditors

50D Scope of audit.
__-505 Audit reporting.
1510 fudit findings.
.51t Audit working papers.
___.520 Major program determination.
__.525% Criteria for Federal program risk.
_ 520 Criteria for a low-risk aunditee.
- .
Appendix 2 to Part __ - Data Collection Form (Form SF-5AC) ..
Appendix B to Part - Circular A-123 Compliance Supplemﬁnt
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Subpart k--General
§ .100 Purpose.

standards
—he audit

§ L1058 Defimitions.
Audi £ans any non deral entity “hat =xpends Faderal awards which
e sy -

tez m® -Fe
must he audited undser thig par
Auditocr means an auditor, that is a public accountant or a Federal,
State or local government audit organization, which mests the general
tandards specifiegd in generally accepted government auditing standards
(GAGAS) . The term auvditor does not include internal auditors of non-profit
organizations.

pudit finding means deficiencies whl h the auditor is reguired by
§ .510({a) to report in the schedule of findings and questloned costs.

CFDE number means the number assigned to a Federal program in the
Catalog of Federal Domestic Bssistance (CFDA) .

Cluster of orograms means a grouping of closely related prograws that
share common compliance reguirements. The types of clusters of programs are
research and development (R&D), student financial aid {SFA), and other
clusters. “Other clusters" are ag definsd by the Office of Management and
Budget (OMB) in the compliance supplement or as designated by a State for
Federal awards th