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CONTRACT FOR SOCIAL SERVICES

31443

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 MENTAL HEALTH AMERICA OF LOS ANGELES, a
California nonprofit corporation (“Organization”), with offices located at 100 W. Broadway,
Suite 5010, Long Beach, California 90802, and the CITY OF LONG BEACH, a municipal
corporation (the “City”).

WHEREAS, the City has received a grant from the U.S. Department of
Housing and Urban Development (“HUD”) 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 énd 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 fol'lov;/'s: o

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”
entitted 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 Fourteen Thousand Dollars ($14,000.00) 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) inciuding
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
4
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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.

I 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, regardiess 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, penaities, 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
8
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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 (50%) of the total amount to be disbursed to Organization
hereunder or Twenty-five Thousand Dollars ($25,000), whichever is less, to
safeguard the proper handling of funds by employees, agents or
representatives of Organization who sign as the maker of checks or drafts
or in any manner authorize the disbursement or expenditure of said funds.

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

Manager will consider waiving the requirement if Organization can demonstrate to the
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
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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 facilty 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
promulgated 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 Bivd., 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 Mahager 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.

I
14

LT:bg A08-03592
L:\Apps\CtyLaw32\WPDacs\D012\P010\00186600.DOC




OFFICE OF THE CITY ATTORNEY
ROBERT E. SHANNON, City Attorney

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

o © 00 N O o A W N -

N N N N NN N D DD A mam m  m o m aa m
0 ~N O o b W N 2,2 O O 0ONOOO bW N -

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.

MENTAL HEALTH AMERICA OF LOS
ANGELES, a California nonprofit

/5/ 7 ,2047 :vﬁi/ % P/Q

ng J i"%‘:’%r’

Type or Print Name

Newember o 2007 B»%.‘zm 22

Secretary

Jedia R S clise
Type or Print Name

“Organization”

CITY OF LONG BEACH, a municipal
corporation

. Assistant City Manager
By N

/}( ¢ So ,20A)

LT:bg A09-03592

City Manager
TO SECTION 301 OF

/;7/.-’/??" 007

" C ity"

This Contract is approved as to form on

ROBERT E. SHANNON, City A rney
By f
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ATTACHMENT “A”




AGENCY NAME: Mental Health America of Los Angeles

PROGRAM OBJECTIVE:

. 80 percent (40 of 50) of homeless people with mental illness
contacted during outreach will be connected to services at HAP's

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

CONTRACT NUMBER:

Cumulative

Cumulative

Cumulative

Cumulative

drop-in center per year. 40
2. 70 percent (70 of 100) of non-mentally ill homeless people

contacted during outreach will have a successful referral to

resources per year. 70
3 70 percent (28 of 40) of homeless people with mental iliness who

come to the drop-in center will obtain emergency housing and

services, such as mental health treatment, per year 28
4 50 percent (20 of 40) of homeless people with mental illness who

come to the drop-in center will complete an assessment and be

linked to case management per year. 20

Total Unduplicated Clients Served: 150

W -

Signature

SSG Scope of Work 09-10 Blank

Attachment "A"
Page 1 of 1

11/24/2009, 11:57 AM




ATTACHMENT "B”




CITY OF LONG BEACH
Social Services Grant Program 2009-2010

Program Budget for: Mental Health America of Los Angeles City Contract #
ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION
Mental Health Outreach Specialist 1.0 FTE @ $34,398 $14.000 .301 FTE of this full-time position will be dedicated to the SSG/MHA Outreach
salary plus $12,085 benefits = $46,483 total ! Services Grant
TOTAL PERSONNEL $14,000 Total Personnel to be Reimbursed
OPERATIONS
TOTAL OPERATIONS $0 Total Operations to be Reimbursed

SSG 09-10

-/ Attachment "B"
Signature Page 1 0f 1

SSG Program Budget 09-10 Blank 11/24/2009
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PARIS 200-214 [RESERVED)

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

Set

2356 Aboui this part

Ssubpart A—General

. Furpose

% Delinitions.

& Bffect oL OLLEr 1S8UATICES
¢ Deviations

5 Bubzwards

suppar B—FPre-Award Eeguirements

215,10 Purpose.

215,11 Pre-award policies.

21512 Forms for appiving for Federz! assist-
ENGE.

21815 DebDarment and SASpPension.

2iL.id4  Specal award conditions.

15,16 Mernc Eysien: of MEaSRTEINEDL.

2fF 16 Eespurce Conservation ant Recovery
Lot

21517 Certificatlon: and Tepreseniations.
Suppar C—FPost-Award Requirements
FINANCLIAL AND PROGRAN MANAGEMERT

215.20 Purpose of linencial ané program
management.

21E.2) Stendards for financial menagernent
SVELEINE

1522 Pawvment.

2:0.2% Costsharing or maloillng

210,28 Frogrent income.

2.£.2F Fevision of puagetr =&nd rUETRIT
JLENS.

2:0.2¢ Noz-Federn! audite.

210,27 Aliowzlle costs,

21k 2F Feriol of eveilepility of {unas

2iE 28 Donditional exemptiong

FROPERTY STANLARDE
218.30 Purpose of property siandargs
iE 4l lnsurance coverage

Fea properuy.
Federallyv-owned znc exempt
BILY.

Eculpment
Supplies ent oThe:

prog-

erpenceble Drop-

23096 IDUATElULs DrupeTUY
G158%  Froperty Lrust I8ialiOLshll
FPRUCUABMENT STENLARDE
215 46 Furpose of DrOCLTEINENT ElanCaTdy
51547 Tecipient responsiiniities
L1045 Codes of conduct,
215,42 Competiuion
210 .44 FrocGrement progesures
15,45 Cost ant pract analysis
£15.4¢ rpourement records
91547 DContract adIministralicl
21f 48 Contract provisions.
FEPORTE ANL BLECORDSE
215.50 Purpese of reporie anb recorgs.
215.57 Moaltoring and TePorting Program
performeance.
16.5¢ Financia. JEPOTUDE.
01£.52 Retention and access reguirements

{or recorgs.

TERMIKETION ANL ENFORCEMENT
1566 Purpose of terrmimation and enforce-
MERL
215,61 Termination.
2i5.62 Enforgement

Subpor D—Afier-the-Award Reguiremenis

21510 Purpose.

21571 Closeou: provedures.

212,72 Subseguent adusimernus
TDWng responsipilities.

21878 Collection of amounts Que

LFPENDTY. 4 TC FPART 215—COWTRACT FPROVI-

=nd con-

H—
S1ONS
LUTHORITY: 31 U.B.C. 503, 85 L.B.C. 1111, 4
T.E.C 408, mesrganization Pler No o of 1070
E.C. 1ikan. 95 FR 10737, ¢ OFR. 1966-187C. ¢
43t

SCQURCE B FE 28281, May 1i.
oilierwise noted

2004, uniess

£215.0  About this part.

{zy Purpose. This part conaing OME
guitance Lo Federal ngencies ok the aé-
TONISLrETion Of gTADLE L0 &NG &ETEE-
mentes with wnstitutions of higher edu-
calidh. hospitais, and other nom-profit
organizzfions. The puidance sets forih
standaras {or oblaining  consistency
end uniformity in Yhe agencies admin-
185ration of Shose grante R0 RETEE-
mEnte.

(o) Applicebilny. (1) Exo
vided Nerein, the stenfaras sal
his pert Zopiicable Lo al
“EETICIEE, any  glatule

alt

4




soor gpecific ragnire-

from whe siandards

hig part, the provisions of
uke shall govern

{27 The provisions of subparts A
throgerh D of this part shall he applied
ny Paderal agencies to recipients. Fe-
cipients shall apply the provisions of
those suhparts Lo subrecipients per-
farming substantive work under grants
and agreements that are passed
through or awarded by the primary ra-
cipiant, {f such subrecipienis are orga-
nizations described in paragraph (a) of
this secfion.

{3) This pary does not apply to grants,
contracts, or other agreements be-
tween the Federal Government and
units of 3tate or local governments
covered by OMEB Circular A-102,
“Grants and Cooperative Agreements
with State and Local Governments’i
and the Federal agencies’ grants man-
agemant common rule {see §215.5)
which standardize the administrative
requirements Federal agencies impose
on State and local grantees. In addi-
tion, subawards and contracts to State
or local governments are not coveared
hy this part. However, thie part applies
Lo subswards made by State and local
governments to organizations covered
by this part.

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

{c) OMB responsibilities. OMB is
sponsible for:

(1) Issning and maintaining the guid-
ance n this part,

{2) Interpreting the policy require-
ments in this part and providing assist-
ance to ensure effective and efficient
implementation.

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

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

o
GLAT

re-

iSae 5 CFR i210.9 for avallability of OMB
circulars.

40

2 CFR Cho b (1-1-06 Edition)
wihare adaguate
santed

Gy Conducsing
povernment-vide compliance wigh Lihe
cuwidance in this part

(ly Federa! agency responmiitities. The
nead of each Federal agency that
awards and administers grants and
apreements subject to the zuidance in
this part is responsible for:

(1) Implemsenting the guidance in
subparts A through D of this part by
adopting the language in those sub-
parts unless different provisions are re-
quired by Federal statute or are ap-
proved by OMB.

{2} Ensuring that the agency’s comi-
ponents and subcomponents comply
with the agency's implementation of
the guidance in subparts A through D
of this part.

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

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

(e)y Relationship (o previous issucnce.
The puidance in this part previously
was issued a5 OMB Circalar A-110. Sub-
parts A through D of this part contain
the guidance that was in the attach-
ment o the OMB circular Appendix A
40 this part containe the guidance that
was in the appendix to the attachment.

()Y Imyjormation Coniact. Further infor-
mazation concerning this part may be ob-
tained by contacting the Office of Fad-
eral Financial Management, Office of
Managemens and Budget, Washington,
DC 20503, telephone (202) 395-3993.

(g) Termination Review Date. This part
will have a policy review three years
fromn the date of issuance.

or

Subpart A—General

§215.1

This part establishes uniform admin-
istrative reguirements for [Federal
grants and agreements awarded %o in-
stitutions of higher education, hos-
pitals, and other non-profit organiza-
tions. Federal awarding agencies shall
not impose addisional or inconsistent
reguirements, except as provided in
§215.4, and §215.14 or unless specifically

Purpose.

ATTACHMENT
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OMME Circulare and Guidance

Suavizue O
-LrOilt CIEALlnaliUliE
Federa! programée 101
8L suTaech L6 Sihle Te-

L2152 Definitions.

P AcCTued Erpendilurtes Tneans he
crerges incarred by the recipient aur-
LE & ELVEL perlol IeQUITINE the provi-
g10L Of funds for:

i1, Goods and other tangible property
recelved;

(2; Services performed by employese,
COnUTACTOrE, subrecipience, and other
pavess, and,

{3, Other amounte becoming owed
under programs for which no cuorrent
serviges or performance is reguired.

(b Accrued wmeome means the sum of:

‘1 Barnings during @ glven peried
{rom:

/i, Services performed by the recip-
ent. end

di) Goods and other tangible prop-
erty deliivered to purchasers, and

(2) Amountes becoming owed to the
recipient for which no current services
or periormance is regnired by the Te-
cipient

() Acguisition cost 0f equipment IMeans
the net 1nvoice price of the eguipment,
ircinding the cost of modifications, at-
Lefhments, accessories, or auxiliary
aPPAratls Necessary Lo meke e prop-
ertly uszbie for the purpose for which it
was acguired. Ofther charges, suck as
the cost of installation, yransporiation,
La2Es, QUTy OT protective in-uransit in-
surarice, shall be included or excluded
from the unit acguisition cost in ac-
cordance with the recipient’s repniar
wCL0UnbIDE pracuices.

(d; Advunce Means & paymenl meade
by Treasuly check or other eDpropriate
pe¥ment mechenism to a recipient
upon ive reouest ecither bpefore outlaye
are made by the recipient or through
tne use of predelermined payment
schedules

e Awwrd mieans {inancial assistance
izt provides support or siimulation e
setomplilish & public purpose. Awaris
cnclude grente and ovher agreements in
the form of money oI PIOPErty In lieu
of money, by the Feferal Governmeni
e oarn eligible recipient. The term Gost
nor  incpide:  Lecnnical assislance
which provides  services

instead  of

monEey Other AbBslflalics
JLanE. LORL FLAIGLUESE,
sidies. oY inEurance GIredl Dayvinenis o
any Einé o indiviguals and. coniraci
whick Are reguireG Lo De 1=t
anf wlQministerst Under procuremnent
lewe anc regulations

iy Cesk contribuliontd MesnhE the re-
cipient's cash outlay, ineluding  ine
patley o money coniriouted oo The re-
cipisent by tnird parcies

{g) Closeow! means the procesE by
which a Federal awarding agency de-
termines that all applicable adminis-
sretive astions and 21 reguired work of
the award have been completed DY Lhe
ecipient and Federal awarding agency

(my Contract means a procurement
contract under ar award or subaward,
and & Procurement subcontract under a
recipient’s or subrecipient’s coniract.

(17 Coust shoring o7 molohing INGARS
that portion of projeci or ProgTam
COBLs Dot borne by the Federal Govern-
ment

(i) Date ¢f completion means the date
on which all work under an award is
compieted or tne date on the Award
document, or any suppiement or
amendment thereto, on wioich Federal
sponsorsnip ends.

() I[nsalicwed costs means those
charges LU kL award that The Federal
awarding agency delermnines o be un-
allowable, in accordance WiTLL LOE ap-
plicable Federal cost principies oo
osher verms and conditions conlained
in the award

(1} Eguipment means itengible non-
expendanle personal property melnding
exempl property charged directly W
the awardé having 2 useful life o7 more
tharn one vear anf ap acqQuisition cost
of $£,000 or more per unit, However.
consistent with recipient policy, lower
limits mey pe established.

vy Ercess properiy Ieans Droperuy
under the <conwol of eny Federal
zwardiny agency that, as detarmined
Ty the head Thereof. iz no lonfger re-
guired {pr its needs or tne discharge of
iwE responsibilities.

‘n) Ezempt properiy Tneans LeLEIDle
personzi property acgaired in whole or
in part with Federal frnds, wneres ihe
Federa! awarfing afency Das 5L&VAL0TY
eltnorily oo vest sl ;

\1 iy i~ 2 —

5
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§21&.2

C

witiious further obligation o the Fed-
aral TGovernment. An example of ex-
=ML property authority is contained
m the Fsderal Grant and Jooperative
Agveament Act (31 U.S.C G306, for
property acguired under an award o
zonduct hasic or applied research by a
non-profit institufion of higher eduo-
cation or  nonh-profit  organization
whose principal purpose is conducting
scientific research.

fo) Federa! cwarding agency means
the Federal! agency that provides an
award o the recipient.

(D) Federal funds authorized meane the
total amount of Federal funds obli-
gated by the Federal Government for
use by the recipient. This amount may
incinde any authorized carryover of un-
obligated funds from prior funding ps-
riods when permitted by agency regula-
tlons or apency implementing instrue-
vions.

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

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

(8) Intungible property and debt instru-
ments means, but is not limited to,
tradernarks, copyrights, patents and
patent applications and such property
25 1oans, notes and other debt instru-
ments, lease agreements, stock and
other instrurnents of properiy owner-
ship, whether considered tangible or in-
tangikie.

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

() Outiays or erpendilures means
cnarges made to the project or pro-
gram. They may be reported on 2 cash
or accrual basis, For reports prepared
on a cash basis, outlays are the sum of
cash disbursements for direct charges
for goods and services, the amount of
indirect expense charged, the value of
shird party in-kind contributions ap-
plied and the amount of cash advances
and payments made to subrecipients.
Foar reports preparsd on an accrual
basis, ountlays ere the sum of cash dis-

2 CFR Ch. Il {1-71-0& zdition}

hursemeane for direct charges Jor goods
and serviceg, the amount of indireci, ax%-
pense incurred, the wvalue of in-Kind
centributions applied, and the net in-
crease (or decrease) in Lhe amounis
owed hy ihe recipient for goods and
other property received, {or services
performed Dy employees, contractors,
subrecipients and other payses and
other amounts becoming owsd under
programs for which no current services
or performance are required.

{v) Persunal property meane properiy
of any kind except real property. It
may be tangible, having physical exist-
ence, or intangiole, having no physical
existence, such as copyrights, patents,
or securities.

{w) Prior approval means writtan ap-
proval by an authorized official evi-
dencing prior consent.

(x) Program income means g£ross in-
come earned by the recipient that is di-
ractly generated by a supported achiv-
iy or ezrned as a result of the award
{see exclusions in §215.24(e) and (h)).
Program income includes, but is not
Hrmited to, income [rom fees {or serv-
ices performed, the use or rental of real
or personal property acquired under
federally-funded projects, the sale of
commeodities or items fabricated under
an award, license [ees 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 a8 ovher-
wise provided in Federal awarding
agency regulations or the terms and
conditions of the award, program in-
come does not inciude the receipt of
principal on lcans, rebates, credits, dis-
counts, etc., or interest earned on any
of thern.

() Projeet costs means all allowable
costs, as set forth in the applicable
Federal cost principles, incurred by 2
recipient and the value of the centribu-
tions made by third parties in accom-
plishing the objectives of the award
during the project period.

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

{a.a) Property means, anless otherwise
stated, real properiy, equipment, in-
tangible property and debt instru-
ments.

ATTACHMENT .. (o
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OVAE Cirreuiars and Guioance

Lo

GopTOsETIn THEALE lend i
Nnd ILUruvEIneEnL L, ELIMOULIEE @l
2588 1) wly nreteLl, TUl BXCILGHEE
THovRDIE TACIEnETY 210 BOUIDmEnL

cues Recpiend ILeRlS &L CrEanloalion
recelvitip NNancihl &SSISLAlNce GITeCUY
from Federal zwarding ageniies o
Larry ool & project or prograrmn The
Lerm ncludes public and privave Inst-
LaTions of nlgner education. pubhc and
private hospitals, end oTher guasl-pul-
li¢ and private ROn-Profit Drganizallons
sugh 28, but ot limited 16, ComMImunity
wlTion  agenciss, researcn  instituces,
sducaticnal associations, and health
gensers. The term may include com-
mercial organizations, foreign Or inuer-
national OTEANIZATIONS (SUCD &S AZ4L-
cies of the United Neztions) whnich are
reclpients, subrecipients, or contrac-
wors or subcontractors of recipients or
subrecipients U the discretion of the
Federal awarding agency. The Lerm
does not lnclude government-owned
conuracsor-operated Ilacllivies or re-
search centers providimg continued
support {or mission-criented, large-
scale Dprograms thal are government-
owned or conirciled, or are designated
zs Tederally-funded research and devei-
opment centers.

{ad; Research ond developmeni means
a1l Tresearcl activities, Dotk Dasic and
applied, and all development aculvities
tnat are supported at universitvies, coi-
igges. ant obher nOp-Profit  iSIITL-
tione “Researcn’ 1= defllnefl 48 2z 5ys-
vematic swudy Girscued Loward fuller
scientific knowiedge oI undersianding
¢! the subject studied. “Development”
i the sysiemanc use of kEnowledge and
anéer np garined {rom research di-
rectbed toward the production of usefnl
materials. devi SYSWEME, Or Ineth-
ods. inclndmng destgn and developinent
of prototypes and processes. The term
research alsc includes activities in-
veiving the treining of individuzls in
resSArch leChligues wnele such activi-
ciee utilize the same lacilities 25 other
research and development actlvizies
andé where sach activities are not in-
cluded ir the insiwruction funciion.

‘pe; Smell cwordd means & grent o
cobperative agreement Lol excesding
Thie Amail parchase threshold fixed at

i,

Ing oo

b
ol

gt ann

sShalill

CeE,

T

4. U.8.C 40311 (currently $25,0000
. Suoeward meens &l awart of -
nanciz]l  &8sisLeancE  in tne  formm of

e

e

E215.2

sl 0 rnoLes

3ok IeClplent uw

Lour oy o2 50

recivient £ BUDrelilient

Tne werm includss fnalfias assistancs

whern rovided by andy lefal agresment.

evel 1 the agreement it cwlled & con-

trach, bul 4oeE ol include procure-

ment of goods and servites Lol 4QCEE 1t

inelude any form: of wssistance whiel e

excluded {rom  the definition of
Sawart’ in {210 3e;

igg) Subrecipian: means the legal enti-
Ly Lo which a subaward if made ang
which i& accountable 10 the recipient

{or the use of the funds provided. The
term may include {orelgrn or inler-

netional organizations isuch zs agen-
cies of the United Weavions) &t the die-
cretion of the Federal ewarding agen-
oy.
(nh) Suprles Mmeans ali perscual prop-

erty excliding equipment, intengibls
property, &nd dept InsiTaments as {e-

{fine€ in this sectiocn, and inventicns of
a contracior concelved or first acoually
reduced To practice in the performeance
o7 work under = funding agreement
{(“pubject inventions'’;, s deflned it 27
CFE part 401, “Rignts 1o Inventions
Wads by Nonproflt Orgarizations ang
Small Businese Firms Under Govern-
ment Granis, Contracie, anté Coop
tive Agreernenbe.’”

(11) Suspension means ar atiion Dy &
Federz)l swarding ageLnty ihatl empo-
rerliv withdraws Feaderal sponscrship
gnder al award, Dending corrective at-
110D by thie recipient or perding & cecl-
g10n to terminate the awaré by the
Federa] awarding sgency. Snspension
of &Il awart 1f & SEDATRWE aCtion iroms
uspension under Federal agency regu-

8TE-

lations implementing E.C. 12048 (51 FR
637G, 2 CFR, 1986 Comy., . 188; and E.C.
126BE (54 FR 34231, ¢ CFE, 188¢ Comp.. .
235, “Debarment and Suspension

(317 Termenotion neans the caneella-
tiel of Federal spousorshiT, In wnole or
in part, uwnder an pgreement al anY
time prior o the dzue of compietion.

(iriry Third purty in-Kind conlribulions
means the value Of LOD-CaEn conuribu-
tione provided ¥ non-Federazl third
parties. Third parvy lp-king coniripu-
tions may be in the form of real proi-
erty, egUipment. supphes aué othier ex-
pernfable property, ané Lnt valae o
goods and services direcily penefl

ergy




Finble nee he

and  spenif
project or pr 21T

AV Unibgudaied ohligetions for finan-
oial reports prepared on a cash basis,
means she amount of obligasions in-
curred by the recipient that have not
heen paid, For reports praparsd on an
rued expenditare basie, they rep-
ent, the armoant of oblirations in-
red by the recipient for which an
outlay has not been recorded.

(mm) Jnobligated bulance means
porsion of the funds authorized by the
Federal awarding agency that has not
peen obligated by She recipient and is
determined by deducting the cumuo-
lative obligations fram Lhe cumulative
funds authorized.

{(nn) Unrecovered indirect cost means
the difference hetween the amount
awarded and the amount which could
have been awarded under the recipi-
ent's approvad negoiiated indirsct cost
rate.

(:0) Working capital advance msaans a
procedure whereby funds are advanced
to the recipient to cover its estimated
distursement needs for a given inicial
period.

the

£215.3 Effect on other issuances.

For awards subject to this part, all
administrative reguirements of codi-
fied oprogram regulations, program
manuals, handbools and other non-
regulatory materials which are incon-
sistent with the reguirements of this
part shall be superseded, except to the
extent they are required by statute, or
authorized in accordance with the devi-
ations provigion in §215.4.

§215.4 Deviations.

The Office of Mznagement and Budg-
et {OMB)} may grant exgeptions for
classes of grants or recipients subject
to the requirsments of this part when
excepGions are not prohibited by stat-
ute. Howevar, In the interest of max-
imum uniformity, exceptions from the
requirements of this part shall be per-
mitted pnly in unusual circemstances.
Federal awarding agencies may apply
more restrigtive requirements to a
class of recipients when approved by
OMEB. Faderal awarding agencies may
apply less restrictive requirements
when awarding small awards, except
for those reguirements which are stat-

2 CFR Ch. il (1-1-06 Editior)

312N

Dy

atory, Exceptions an A
pasis may also e made
awarding agencies

§£215.p Subaweards.

Unlezs sections of this part specifi-
cally exclude subrecipients frorn cov-
orage, the provisions of this part shall
be applied to subrecipients performing
work under awards if such subrecipi-
ents are institutions of higher edu-
cation, hospitals or other non-profit or-
ganizations. State and local govern-
ment subrecipients are subject to the
provisions of repulations implementing
the grants management common ruie,
"“Uniform  Administrative Reguire-
ments for Grants and Cooperetive
Agreements to State and Local Gov-
arnments,”” published at 7 CFR parts
3015 and 3016, 10 CFR part 600, 13 CFR
part 143, 15 CTFR part 24, 20 CFR part
437, 22 CI'R part 133, 24 CFR parts 44, 85,
1il. 511, a70, 571, 478, 590, 850, 582, 205,
041, 968, §70, and 990, 28 CFR part 65, 29
CFF. parts 897 and 147, 32 CFR part 278.
34 CFR. parts 74 and B0, 36 CFER part
1207, 38 CFR part 43, 40 CFR parts 30, 31,
and 33, 43 CTR. part 12, 44 CFR part 13,
45 CFR parts 74, 92, 02, 1157, 1174, 1183,
1234, and 2015, and 49 CFR part 18,

[69 FR 268281, May i1, 2004, =5 amended at 70
FR 51880, Aug. 31, 2005]

Subpart B—Pre- Award
Requirements

£216.10 Purpose.

Sections 215.11 through 215.17 pre-
scribe forms and instructions and other
pre-award matters to be used in apply-
ing for Federal awards.

§215.11 Pre-award policies.

{a) Use of Grants and Cooperative
Agreements, and Contracts. In each in-
stance, the Federal awarding agency
shall decide on the appropriate award
instrument {i.e., grant, coopsrative
agreement, or contract). The Federal
Crant and Cooperative Agreement Act
(31 U.S.C. 6301-08) governs the use af
grants, cooperative agreements and
contracts. A grant or cooperative
agreement shall be used onily when the
principal purpose of & transaction is {o
accomplish a public purpose of support
or suvimulation authorized by Federal




OB Ciculare ang Guigance

sLmlube Tne BLa&LULOTY
CLOUSINE DELWSEL KTanls
Uve aFreementy 1o Lhel iof
Csuusbanilal 1nVolvement ig
LELWEEY [De exeCuUBlve agent¥ and The
Siabe, ioeal government, or OUNET Te-
cipient Whel CAITYINg oul The actlvity
sonvernplaied i the agreement.” Con-
“racte gnell be used WhREeL Lhe DIInCIPR]

LGTPOSEe 18 aGQulsition of property or
services 1or the direct benefit or use ¢
toe Federa! Government.

‘) Public Notize ang Priority Ser
ting. Pederal awarding agencies shall
notify the puplic of itg intended {fund-
ing pricvrnitiee for discretlonary grant
programes, unless funding priorities are
estuablisned by Federal statuve.

£215.12 Forms for applying for Fed-
eral assistance.

‘ay Federal awarding zgencieg shall
comply with the applicable report
clearance requirements of 5 CFE part
1820 Controliing Peperwork Burdens
cn the Public,” with regard to all
forms used by the Federal awarding
agency in place of or a8 & supplement
e the Standard Form 424 (S¥F-424; se-
ries.

() Applicants shall use the SF-424
series or those lorms and instroctions
prescribed by the Federal awearding
agEnCY.

(c] For Federal programs coveret by
E.O. 12877 'IntergovernInental neview
of Federal Programe,” (47 FR 30058 &
CPR. 1982 Comp.. p. 197) the applicant
shall complete the APPropriete SeCLiOLE
of the 5F-424 (Application for Federal
Assistence) indicating whebther the ap-
plication was subjiect to review DY the
3tate Single Foint of Contact (BF0OC)
The name and address of the SPOC for
o particular Staie can De obtained {rom
the Federal awarding agency or the
Ceteing of Federo! Domestic Assistance.
Trne SPOC shall advise the applicant
whether the program lor which spplica-
tiel 15 made hias beern selescted Dy tnatl
Stale {or review.

.d) Federal awerding agencies that do
nol use ine 8F-4Y4 orm shouwid indi-
ocaleé whether the application 15 subect
L Teview by the Siate under .0, 12372,

Debarment and suspension,
awerfing agentles angd re-
1 commply with Feferal

cipiente  shall

§21E1E

spieInenting I

aEalLsy FefUATIONE

I8hdl ane 126BE, DeLarmeut end £
pengior © Unde: those reguliatione. cer-
LAID partiss who are udeuerred, sus

pendet Or otherwlse exciuded mey not
De participants or principals in Federa)
sesistanse awards and subswards, znc
1n CEILEID conLratul ungder TIiOse
awards end subawards.

|70 FR 51879, Aug 41 2003)

£215.14 Special award conditions,

If i applicant or recipient: has 2 is-
wory of poor periormance, 18 not NLRal-
czigily stzble, hag a management £¥s-
vem that doss noi meel UNEe SLAnCaris
prescribsd 1nm thie pari, has not cobn-
{ormed to thie terme znd conditione of
&z previoug award, or i€ nor otherwise
responsible, Federa! awarding agenciss
may impose additicnal requiremente as
needed, provided thal sach zpplicant or
recipient it nouifie¢ i Writlng as to:
she mature of the additiona! reguire-
ments, the reason wiy the additional
requirements are being imposed, the
nature of the correative zotion needed,
the time allowed {for compleving the
corrective actions, and the method for
reguesting reconsideration of the addi-
ticnal requiremente unpossd. Any spe-
cial conditions shel]l be prompuly re-
moved once the conditions that
prompted them nave been oorrected.

r

§215.15 Metric

svgiem ©of Mmeasure-

IDErt.
The Metric Conversion LCt, &s
amended Dy the Omnious Trade and

Competitiveness Act (15 U.8.C. 205, de-
nlares that the metric gystern is thie
preferred measurement system for U 3.
trade ané commerce, The Act reguires
each Feferal agency to establish & date
or detes in consulsation with the Sec-
retary of Commerce, when the metric
systemn of meessurement will be nsed in
{he agency’s procurements, grants. and
ooher pusiness-related actlviiies. Mist-
ric implementation mey ake longer
where the use of the eysterr ie initially
impractical or likKely w0 cause signifi-
cant inefficiencies in the atcomplish-
ment of Jederally-funded acrivities
Federal awarding zgencies snall {ollow

the provisions of E.G. 127706, “Mesric
TUsage in Federa) Governmeni Fro-
grams™ (b6 FE 35801, & CFR, 183 Coumnp..
. 9583)




521516

$2]1516 Resource Conservation and

Recovery Act.

Under the Act, ahy 3iate agency or
arency of 4 political subdivision of a
3tate which is using appropriated Fed-
oral funds must comply with section
002 Section 6002 requires that pref-
arence be given {n procurement pro-
Trams 50 the purchase of specific prod-
peots  containing  recycled materials
wentified in guldelines developed by
vhe Environmental Protection Agency
‘EFPA) (40 CFR parts 247-254). Accord-
ingly, State and local institutions of
higher education, hospitals, and non-
profit organizations that rsceive direct
Federal awards or other Federal funds
shall give preference in their procure-
ment programs funded with Federal
funds to the purchase of recycled prod-
zcts pursuznt 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 certifl-
cations and representations required
hy statute, executive order, or regula-
tjon on an annual bagis, if the recipi-
ents have ongoing and continuing rela-
sionships with the agency. Annaal cer-
vifications and representations shall be
signed by responsible cfficials with the
authority to ensure recipients' compli-
ance with She pertinent reguirements.

Subpard C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram management,

Sections 215,21 through 2156.28 pre-
scribe standards for financial manage-
ment systems, methods for making
payments and rules for: satisfying cost
sharing and matching requirements,
scoounting for program income, budget
revision approvals, making auodits, de-
termining allowability of cost, and es-
tablishing fund availability.

§215.21 Standards for financial man-
apement sysiems,

(z) Federal awarding agencies shall
require recipients to relate financial

48
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date o performonce data and deveiop
unit cost nformation whenavar prac-
wicel.

{h1 Recipients financial management
systems shall provide for the following.

{1y Accurate, current and complete
disclosure of the financial results of
each federally-sponsored project or
program in accordance with the report-
ing requiremente set forth in §215.52. If
2 Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintalns its records on
other than an accrual basls, the recipl-
ent shall not be required to establish
an accrual accounting system. These
recipients may develop such accruzl]
data for its reports on fhe hasis of an
analysis of the documentation on hand.

{2y Records that identify adequately
the source and applicasion of funds for
federally-sponscred activities. These
records shall contain information per-
taining to Federal awards, authoriza-
tions, ohligations, uncobligated bal-
ances, assets, ouslays, income and in-
teregt.

{3) Effective control over and ac-
countability for all funds, property and
other =assets. Reclpients shall ade-
guately safeguard all such assets and
agsure they are used sclely for author-
ized purposes.

(4} Comparisen of outlays with budg-
et amounts for each award. Whenever
appropriate, financial information
should be related %o performance and
unit cost data.

(b} Written procedures to minimize
the time elapsing between the transfer
of funds to the recipient from the U.3.
Treasury and the issuance or redernp-
tion of checks, warrants or payments
by other means for program purposes
by the recipient. To the extent that the
provisions of the Cash Management Im-
provement Act (CMIA) (Pab. L. 101-453)
govern, payment methods of State
agencies, instrumentalities, and fiscal
a2rents shell be consistent with CMIA
Treasury-State Apreements 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 accordance
with the provisions of the applicable

ATTACHMENT . (.
PAGE . % . oF 20 PAGES




DLAE Crcuiar and Guidance

it

oSy principies and LETITIE
L6 oundibions 0f W awgld

27, AcouRDUIng recordr inciuding oo
ALCOGLULINE records Thal &l SUDRO
v SOUTGE QDCUMETLETA0n

¢ Wnere the Federa! Government
FaaraLLets Or IN5SATes the repayment of
morey parrpwed Dy the recipient. the
Federa! awarding zgency. al 11e discre-
tion, maY Teguire adeguete bonding
and insurance if the bonding &n4 INSUr-
ance reguirernents of the reciplent are
not deemed adeguate to protect the in-
terest of the Federa! Government.

{d; The Federal awarding agsncy may
require abeguate fidelity poné coverage
where the recipient jacke sufficlent
ooVeTRZE Lo provect tne Federal Gov-
ernrnent’s Interest.

{e; Where bonds are reguired in the
sitnabtions Gescripef ADOVe, the honds
shall be obtained {rom companies hold-
ing certificates of authority A& accepl-
abie sureties, ag prescrioed in 31 CFR
part 223, “Surety Companies Doing
Business with the Uniteé States.”

frueral

e

Sl
B0

£215.22 Payment.

fa; Payment methiods shell minimize
the time elapsing besween the transisr
of funds from the Umited States Treas-
ury and the issnance or regGempsion of

cnecks, WaIT&NLs, or payIment by ocuner

meznhs by the reciplente. Payvment
methods of Biate agencies or instru-
mentalities shal! be consistent witn
Treasury-sStave CWIA agreements Or
defanit procedures codified at 3! CFR
part 206,

(D) Feopients are o be paid in zd-
vance, provided they maintain or dem-
onsirabe tne williDgness to meaintalin:

(1} Written procedures vhat minlmize
vie birne elapsing between the transier

i

o funde zné disbursemeni by the re-
cipient, 2nd

(2, Financial menzgement sysierns
vhatl mesl he standzrds for fund conm-
trol and actOuntability as established
in 12 [.21 Cash advances 4o & recibDient

orgznizamtion shall pe limited t¢ Lhe
minimum amounis nesded =nd De
tuned 10 De iT accordance with ohe ac-
tugl. imref:ate cash requiremenis of
e 1
g

E,".:..rr or project

amounl of cash alva
CL0SE 1 AGINITGE TR TIVELY

s¢ipient CrEeNlZEUIOn In CAITVINE
ihe purpose of the a.pprovec pro-
ng

The o end

noes she.

&E

LN

L212.2Z

TIE allhal GuEpursernenlt Ly thie Tellpi-

ENT OrgaIlLAatiol JOr Tecl Prograln o

proiect costE and Uhe pmpm'mu-m.m
s;,a'& of any zllowable indirect cost

L Whenevsr possluie, advances ﬁixalj

‘m: \.unsumausa Lo cover antcpated

cast nesds {for all
Feders: awarding
ent

11, Advance DPaAYIMEnt MeCcnallsme 15
clude, but are nov lmited 1o, Treasury
check and elecuroric {unds wransier

(2 sdvance payment IMeCilZNISINE are
subject wo 31 CFER part 205,

37 Fecipients shall be zuthorized Lo
supmit requests for advancee and reim-
pursements at least monunly when
elecironic fundé transfers are not ussd.

(d) Regueste for Treasury check ac-
vance payrmen: snall be submitted on
SF-270, ‘‘Reguest {or Advance or Eeimn-
burssement,”” or other forms &= may be
zguthorized vy OME. This {orm is noi Lo
be used when Treasury check advance
payments are made 1o the recipient
auntomatically through the use of a2 pre-
devermined payment schedule or U pre-
cinded by special Federal awearding
agency instructions for  electronic
funds transier.

{e) Reimoureement 15
method when tne

21512(b; carnot bpe el Federazl
zWarding agencies mey alst nsSe TILE
method on any construcilon agTec-
ment, or il the msajor portien of the
consiruciion projscl i accomplishel
through private merket Omencing or
Federz) loans, ant the Federal &ssist-
aICe constitutes 2 minor portion of the
project

1, Whnen the relmoursement method
is ushd the Feaeral ewarding &gency
sheli ™eke pevment within 30 days
afler receipt of the billing, unless the
mlling is improper.

.2 hiecipiente snhzll be authorized o
submit reguest {or reimbursement &l
least monthly when elecironic funds
rrangiers ere not used.

(f) 1 2 recipient cannot mseel the ori-
teria for aflvance pRYmen.s and
Federal zwerding agency has deter-
minet tnet reimbarsement i not isa-
s5ible bDeceuse the recipient acke suffi-
cient working cep:tal, tne Fedsral

awaT@fITif REEnLCY INeY Drovife Czal On &

awarde made by the
ZEensy Lo LhE recipi-

wne preferred
regulrements 1T

the

woriing capital advance basis. Under
Lnis prosedure. the Federal awarding
AT TACHM

PASE




needs for an initial period gen-

orally mgeaved to she awardee's dise
gorsing evcle, Thereafter, the Federal
awarding agency shall reimburse the

~eciplent for {ts sectual cash disburse-
menis. The working captfal advance
methed of payment shall not be used
for reciplents unwilling or unable to
provide timely advances te their sub-
recipient, 1o meet the subreciplant’s ac-
tual cash dishursements.

(&) To the extent avallable, recip!-
ants shall disburse funds avallable from
repayments to and interest earned on a
revolving fund, prograrm income, re-
bates, refunds, contract settlements,
audit recoverisg and interest earned on
such funds before reguesting additional
cash payments.

‘h} Unless octherwise required by sfat-
ute, Faderal awarding agencies shall
not withhold payments f{or proper
charges mate by recipients at any time
during the project period unless para-
graphs (Y1) or {(2) of this section
apply.

f1} A recipient has failed to comply
with the project objectives, the terms
and conditions of the award, or Federal
reporting requirements.

{2} The recipient or subrecipient is
delingquent in a debt to the United
States ag defined in OMB Circular A-
129, ““Managing Federal Credit Pro-
grams,” Under such conditions, the
Federal awarding agency may, upon
reascnable notice, inform the recipient
shat payments shall not be made far
ohligations incurred after z specified
date until the conditions are corrected
or the indebtedness to the Federal Gav-
ernment is ligquidated.

(1) Standards governing the use of
banks and other institutions as daposi-
tories of funds advanced under awards
arz ar follows.

(1} BExcept for situations described in
paragraph (1)(2) of this section, Federal
awarding agenciss shall not require
separate depository accounts for Tunds
oprovided fo a recipient or establish any
eligibility reguirements for deposl-
waries for funds provided to a recipient.
However, recipients must be able to ac-
count for the receipt, obligation and
expenditure of funds.

48
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20 Adwvances of Faderal funds shall be
deposited and meaintained in insured
2ceounts whenever possible.

fiy Consistent with the national goal
of expanding the opportunities for
wamen-owned and minority-ownesl
huesiness enterprises, recipients shali be
encouraged Lo use women-owned and
minority-cwned banks {a bank which is
owned ab ieast 50 percent by women or
minority group members).

{ic) Recipients shall maintaln ad-
vances of Federal funds in interest
bearing accounts, uniess paragraphs
(k)(1). (2) or (3) of this section apply.

(1) The recipient regeives less than
$120,000 in Federal awards per year.

t2) The best reasonably available in-
terest bearing account would not he ex-
pected Lo earn interest In excese of 5250
per year on Federal cash balances.

(3) The depositery would require an
average or minimum balance so high
that it would not be feasible within the
sxpected Faderal and non-Federal cash
resgurces.

(i) For those entities where CMIA
and its implementing regulations at 31
CFR part 208 do not apply, interest
earned on TFederal advances deposited
in interest bearing accounts shall be
remitted annually So Department of
Health and Homan Services, Payment
Manegement System, Rockville, MD
20852. Interest amounts up o $250 per
year may be retained by the recipient
for administrative expense. State uni-
versities and hospitals shzal! comply
with CMIA, 25 it perteins to interest. I
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tionary awards without prior written
approval {rom the Federal awarding
agency, it waives it6 right to recover
the interest under CMIA.

(m) Bxoept as noted elsewhere in this
part, only the following forms shall be
authorized f[or the recipients in re-
questing advances and reimburse-
ments. Federal agencies shall not re-
quire more than an original! and two
copies of these forms,

(1) SF-270, Request for Advance or
Reimhbursement. BEach Fesderal award-
ing agency shall adopt the SF-270 as o
standard form for all nonconstruction
programs when electronic funds trans-
fer ar predetermined advance methods

ATTACHMENT ... _C/
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¢« 1oL used Fefera: aWarding wgen-
LE. NOWEVET, NAVE LNE ULLI0T L] uSing
Lis iorm for GOMELTULLIDD PrOgraInt in
o? the BF-271, "'Culiay Report and
Leguest jor Beimbursermnent {or Con-
SLTUCLIOn Programe.”

2 SF-27, Outizy Repori and He-
gquest for Reimbursement 1or Constrac-
o1 Frograme LDach Federal awardine
apency Shwll adopt the SF-271 zs the
standard form o be used for requesting
reimbursemsant Iicr construction pro-
grams. However, a Federal awarding
agenecy may Substitute The SF-210
when the Federal awardimg agency de-
wermines that it provides adequate 1n-
{ormeation to meet Federal needs

£ 215.23 Cost sharing or matching.

(=) 411 contributions, including cash
ang third party in-kind, shall be ac-
cepuwBl &8 part of the Teclpient's cost
pharing or meatching when such con-
tributions meet all of the foliowing ori-
teria.

(i) Are verifiable from the recipient’s
recoras,

(27 Lre pot inciuded as contribuvions
{or any other federally-assisted project
0T DrOgram.

(%) Are necessary and reasonable for
proper and efficient ascomplishment of
Drodect of prograin objectives.

i4y Are allowanle under the applice-
nie GOSL principles.

(51 Are not paid by the Federal Gov-
ernment under another award, except
where authorized by Federa! siailie o
be used {or cost gharing or matching.

(6 Are provided for in the appreved
bndget when reguired by the Federal
awarding agency.

{7y Conform to olher provisions of
this part, s applicabie

(b) Unrecovered ndirect cosié may oe
wciuded as part of cost sharing or
mebcning only with the prior approval
of the Feders! awarding agency.

) Vedbee {or reciplent coniributions
of services and properiy shall be estalb-
iished ir accordance with the applica-
vle cost principles. 1 a Federal award-
ing agency autnorizes recipients 1o do-
neuwe buiidings or land {or cORSLTUCTION
facilivize acQuisition pProejecis Or iOnE-
Term use, the value of the donated
properyy {oT cOST ShArinE 0T INATCHINE
shell De fhe iegser of Daragrapns ()i}
0r {2 ©f ThiE seclion

1 Tae eertiiiel value LY Lhie relnaii-
iiie Df ThE PrOpErty reforided
aGCULnIT Foreco
cmie 0f annallufn
2, The currsntl markel vaiue
Bowever, wher there 18 sufficient jus-
tafiCation, the Federal awarding agen-
cy ey epprove Lhe use 0f Ghe curment
feir market value of the GONaLet prof-
erty, evern if 1t excesds the certified
velue at the time of donanion 1o e
proiect.

(¢ Volunieer services furnished by

rofessional and technical peTrsonnel
constliants, ant other skilled and un-
skilled lapor mayv be counved atf cost
sharing or malching i the service is &n
mntegral and necessary part of an ap-
proved project or program. Rabes for
volanteer servicss ghall be CGODSISLENT
with those pzid ior similar work in ihe
recipient’s organization. Inm those in-
stances in whict the regired sKills are
not foung in the regipient organization,
rates shzll be consistent with those
paicé for simllar work in the labor mar-
ket in whnich the recipient competes for
the kind of services involved, In either
case, paid fringe benefite oat are rea-
sonabie, ellowanple, and aliocable may
De included in the veluetion.

{e} When an emplover other than the
reciplent furnisnes tne services of ax
emplioyee, Chese services siall be val-
ued at the emplovee's regular rave of
pa¥ fplus an azmouni of iringe benefite
that are reawsonable, allowable, and ai-
locehle, DUt exclusive of overhead
cOoBLE), provided these services are in
the same skzill for which the smployee
iz normally paid

() Donated suppiies ma¥ include
such 1termg as expendaple equipment,
office supplies, laboratory supplies or
workshop and classroorn  supplies.
Value assessed o donated supplies in-
clufied it The cost Snaring or mailching
shere shzll pe rensonzbie and shall not
exceetd the 1air market value ol tne
properiy ai the time of the denatior,

(g} The method used for determining
cost sharing or matching for dongzied
equipment, Dbuildings ané land for
which title pesses o the recipient mey
differ sccording ve she purpose of the
wwart, ¥ paragraphs <5yl or (2 of this
EeCLiOT &aDply.

x

LEY

!

{3y If gne purpose of the award 18 w0
45518L LRE TECipient 1k Uthe ACGUISILIOD
(L
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§215.24

af sgulpment, hulidings or land, the
wotar value of the domnated wropercy
may e claimed as 2ost sharing or
matching

‘2) If the purpose of the award is ro
suppori activities that require the use
of sguipment, bulldings or land, nor-
mally only deprectation or use charges
for eguipment and huildings 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 Federal awarding
agency has approved the charges.

(h) The value of donated property
shall be determined in accordance with
the usual accounting pelicies of the re-
cipient, with the following gualifica-
tions.

(1} The value of donated land and
buildings shall not exceed i%s fair mar-
ket wvalue 2t the time of donation fo
the recipient as established by an inde-
pandent appraiser (e.g., certified real
property appraiser ar Gensaral Services
Administration representavive) and
certified by a responsible official of the
recipient.

(2) The value of donated equipment
shall not sxceed 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 inds-
pendent appraisal of comparable space
and facilities in 2 privately-owned
hullding in the same locality.

(4) The value of loaned eguipmeant
shall not exceed its fair rental value.

(8} The f{ollowing requirements per-
tain  to the reciplent's supperting
records for in-kind conséributions from
third pariies.

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

{i1) The basis for determining the
valualion for personal service, mate-
rial, eqguipment, buildings and land
shall be documentsd.

§2168.24 Program income,

(a.) Federal awarding agencies shall
a2pply the standards set forth in this
section in reguiring recipient crganiza-
tions L0 account for program income

2 CFR Ch. Il {1-1-0¢ Edition}
relstad to projecis financed i whole or
in part wich FFaderal funds.

(h} Except as provided in paragraph
(h} of this section, program income
earned during the project pariod shall
be rctained by the recipient and, in ac-
cordance with Federal awarding agency
regulations or the terms and condi-
tions of the award, shali be used in one
or more of the ways listed in che fol-
iowing.

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

(2) Used fo linance the non-Federal
share of She project or program.

(3) Deducted from the total praject or
program allowabie cost in determining
the net allowable costs on which the
Federal share of cosis ie hased.

(¢} When an agency aunthorizes the
disposition of program income as de-
scribed in paragraphs (h)1} or (b2 of
this section, program income in excess
of any limits stipulated shall be used in
accordance with paragraph (h¥3) of
this section.

(d) In the eveni that the Federal
awarding agency does not specify in its
regulations or the terms and condi-
sions of the award how program income
is to be used, paragraph (h)}3) of this
section shall apply auntomatically to
all projects or programs sexcept re-
search. For awards that suobport re-
search, paragraph (b)(1) of this section
shall apply automatically uniess the
awarding agency indicates in the terms
and conditions another alternative on
the award or the recipient is subject to
special award conditions, as indicated
in §215.14.

{e) Unless Federal awarding apency
regulations or the terms and condi-
tions of the award provide ofherwise,
recipients shali have no obligation to
the Faderal! Government regarding pro-
gram income earned afier the end of
the project period.

{{) If 2uthorized by Federal awarding
agency regulations or the terms and
conditions of the award, costs incident
0 the generation of program income
may be deducted from gross income o
determine program income, providad
these costs have not haen charged to
the award.
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vne awaré provide otherwise, recl
e enel have no ODLIPATion e Ghe
gzl Government with respect Lo
yerar, 1nsome earned {rom License
and royazluies for copyrighted maéa-
patents, patent applications,
marks, and inventions produced
an zward. However, FPatent andé
' emark frmendments {35 U.E.C. 18;
Pply o 1nvention: made under an ex-
erimental, developmental, or ressarch
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£215.25 Revision of budget and pro-
gramc plans.

(z; The pudget pian 1s the financizal
eXpression of the projeci Or ProgTaln as
approved during the award process It
may inciude either the Fedsral and
nor-Federa! snere, or only the Federa!
shere, depending upon Federal award-
g zfency regiirements 1t shall be re-
iated o performeance for Prograll eval-
nalisT POrposes WieLever 4ppropriate.

(b; Recipients are required LG repori
deviations from budget and Program
plans, anf reguesi pricr approvals ior
pudget and progrem plarn revisions, in
wooordance with this section.

(c; For nonconstruction awards, Te-
cipients shall reguest pricr approvals
ircin Feders awarding agencles {or ohe
or more of tne iollowing program or
braget related TeasSOnE.
i1y Change in the BCOPE or the objes-
vive of the project or program feven if
thiere i o associated budget revision
regRiring prior written approval).

(2, Change i z key person spscifled

e applicgiion ol eware Gocurnent
(3 Phe absence for more than three
monuhe, or a 28 psrcent reduction

e proiect, by the ap-

in
i
time devoted 1o Lh
proved project Girector or principal in-
veEtigatoT,
(4% Tne
nding.

(6, Trne wansfer of amounLs budgeLes

need for additional Feaers!

{or :ndirect costs WO abs0TrT increases in
direct LOsSGE, Or ViICE verssz, 1 approval
it required by the Federal awalliing
LEELCT.

g
fal

G,

wlie

The
FetGere. awal G
PIICT BDREIOV 11 AlLri-
Loeny o Lhe following k-

Liisy redulre

nie

. f CFR part 2200 U Cost Prinopiss
{for BEducational Ingtiiuticns ‘OME Ciz-
criar L-ali”

iy £ CFR part 236, ' Cost Prancipiss
for IRor-Frofit Organisations (OME Cir-
cular A-122;7

(iii; 45 CFER part 74, LDppendy E.
“Principles for Determining Costs AD-
plicanle to Research end Lievelopeni

under Grants and Jontracls witk Eos-
priais,’’ and
4wy 48 CFERE part 31, “Coniract Cost

Frincipies 2nd Procedures.

(77 The trensfer of funds allotved ior
treiming alilowancss (Alrect payment Lo
trainees) to oiher calegories o ex-
DENSE.

(By Umless descriped in the applica-
wior &nd funded in  the approved
awards, the subaward, transier or con-
tracting oul of any work under an
awart. This provision does not apply 1o
the purchese of supplies, meaterial,
equipment OT Zelera! SUPPOTL SErvices.

{d; Wo ouber prior epprovel reguire-
ments for specific items may be in-
postE unlese a Geviatipn has Deen zp-
provet by OME.

{e} Except for requiremenis listed in
paragraphs (o)1) and {ci(d; of thie sec-
tion, Federal awarding agehlles are ab-
Tporized, &l thelt oprion, G wWalve Cosi-
releted and administrative prior writ-
tern approvals reguired vy 2 CPR parts
220 and 230 (OME Circulars A-21 and fi-
1223, Buch waivers mey include avtnor-
izing recipiente ¢ 40 any one O more
of the Jeliowing.

(1) Incur pre-awaré costs 906 calender
deye prier to award or more than 96
calentar days with the prior zpproval
of tht Federal zwarding sagency. ALil
pre-award cosle wre incurred al toe re-
cipient’s rigk (i.e., the Federal award-
ing agency iz under nc obBlIgetion to Te-
imburse such cosbe 1Y {or any reason
the recipient does Dot recRlve &5 aWaID
or if the award if iess tnall anilcipated
206 inadequate Lo COVeI SUSh COSLE).

/2, Initiate & one-time exbension of
the expiration date of the awzard of up
1o 12 mOnthe unisss one o mLOTe Of LLE
foliswing oondinons apply  For one-
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215.26

Wy

Lime exLensiong, the recipient mush ne-
Lifv the Faderal awarding agsncy 1
wrising with the supporting rsasons
and revised expiration dabe ab ieast i0
days Lofore the sxpiration date spaci-
fed in she award This one-Sime axten-
sion mmay not be exercised merely for
she purpose of using unobligated bal-
ANCes.

(1} The terms and conditions of award
prohibit the extension.

41y The extension requires additional
Faderzl 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 pericds.

{4y For awards that support research,
unless the Federal awerding agency
provides obherwise in the award or in
the agency’s regulations, the prior ap-
proval requirements described in this
paragraph (&) are automatically waived
fi.e., recipients need not obtain such
prior approvals) unless one of the con-
ditions included in paragraph (e)Z) ap-
plies.

(fy The Federal awarding agency
may, at its option, restrict the transfer
of funds among direct cost categories
or programs, functions and activities
for awards in which the Federal share
of the project exceeds $100,00¢ and the
cumulative amount of such transfers
exceeds or is expected to exceed 1@ per-
cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Federal awarding agency shall
permit a 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 nonconstriac-
tion budgets, except for the changes de-
seribed in paragraph (§) of this section,
do not require prior approval.

{h) Por construction awards, recipi-
ents shall request prior written ap-
proval promptly from Federal awarding
agencies for budget revisions whenever
paragraphs (hy1), {2) or (3) of this sec-
tion apply.

(1) The revision results from changes
in the scope or &he objective of the
project or program.

(23 The need arises for additional
Paderal funds to complste the project.

Ty

2 CFR Ch. i {1-1-D6 Edilion)

(31 & revision is desircd whick in-
volves specific costs for which prior
written approval regairements may ne
imposed consistent wish applicable
OME cost principlas listed in §215.27

{i; No other prior approval reqguairs-
ments for specific !tems may he im-
posed unless a deviztion has heen ap-
provead by OME.

(j) When a [ederal awarding agency
malkes an award bthat provides support
for both construction and nonconstruc-
tion work, the Federal awarding agen-
ey may require the reciptent to request
prior approval from the Federal award-
ing agency before making any fund or
budget transfers between the two types
of work gupported.

(k) Por botb construction and non-
construction awards, Federal awarding
agencies shall require recipients to no-
5ify the TFederal awarding agency in
writing promptly whenever the amount
of Fzderal aufhorized funds is expsched
to exceed the needs of the recipient for
the project period by more than $5000
or five percent of the Federal award,
whichever is greater. This notification
shall not be required if an zpplication
for additional funding is submitted for
3, continuation award,

(1) When requesting approval for
budget revisions, reciptents shall use
the budget forms that were used in the
appiication unless the Faderal award-
ing agency indicates a letter of request
suffices.

(1) Within 30 calendar days from the
date of receipt of the request for budg-
et revigions, Federal awarding agencies
shall review the reguest and notify the
recipient whether the budget revisions
have been zpproved. If the revision is
g6ill under consideration at the end of
30 calendar days, the Federal awarding
agency shall inform the recipient in
writing of the date when the recipient
may expect the decision.

(89 FR 26281, May 11, 2004, as zmended at 70
FR 51880, Aug. 31, 2005)

§215.26 Non-Federal audits,

{2) Recipients and subrecipients that
are institutions of higher sducation or
other non-profit organizations {includ-
ing hospitals) shall be subjesct to fhe
audit reguirements contained in the
Single Audit Act Amendrmentis of 1996
(31 U.8.C. 7501-1507) and revised OMBE
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Chudiue ool
ant Nop-Frofin

hoLs
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in, £ ANt LOLA. EOVEILILEDNLL shall
e subect UL the audll reguiremente
sontained 1n tne Single Audit A&
Amendrmenss o 1996 (31 T.S.C. 760
T5U7; and revised OWE Circular A-1387
" Audite of Staves, Lotal GOVErLIMEnRLE,
zng Non-Frofit Organizations.™

{£) For-profit nospitels not covered
Ty the audii provisions of revised OME
Cirenlar £-13% shall De subject 1o the
zudit requirermnsnts of che Federal
AWATPAINE &ZENlIEE,

(d; Commercial organizztione shzall
e subject L& the audit reguirernente of
the Federal awarding agency or The
prime recipient as incorporated inuo
the award document.

e
¥

£215.27 Allowable costs.

For each kind of recipient, there is &
set of Federal principize for dster-
mining zllowable costs. Allowability of
zoste shall De determined in ascord-
ance with the cogt principles applicable
o the eptity lncurring whe costs, Thus.
eliowabilisy of costs incurred by State,
lovcal or federally-recognized Indian
tribal governments is determinets in
accordance with Toe provisions of 2
CFE part 225, *“Cost Principles for
Stete. Liocal, and Indiat Tripal Govern-
ments (ONME Circular A4-87" The allow-
ability of costs meurred oy non-profit
organizetions is determined in accorG-
ance with the provisions of £ CTE pars
230, “'Cost Principles for Non-Frofit Or-
ganizations (OMB Circular £-1225" The
aliowability of coste Incurred by insti-
tutiont of higher education is deter-
mined in accordance with the Dprovi-
sione of 2 CFR part 220, "Cost Frin-
cipies  {for Bducational Institutions
(OWE Circuiar £-213°" The allowability
of costs incurred by hospitzls i deler-
rmned in accordance with the provi-
sione of Appendix E of 48 CFE part 74,
cErnceipiss for Determining Costs AD-
pliceble to Besearch and Development
Unfier Grente ant Contracte with Eos-
pivals.” The allowapilily of cosie 1n-
surred by commerclal erganizations
2iC Tnose non-profit organizations 1isg-
e i1 Attacnment O o Clrenlar £-12F i
GelerThingd in AcCOTrAeliCe Witk the pro-

o
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£ 218.28 Period of availability of funds.

Where a funding pemnoc it specified, o
Tegipient maYy charge L0 Lhe grant only
aliowabie cLSLE resulting from obliga-
tiong incurrec during the fonding pe-
riod and any pre-cward coste aubhor-
ized by the Federal awarding agency

{215.29 Conditional exemptions.

fa; OMB zuthorizee conditional ex-
emptior. from OME administrabive re-
guiremenis a&nd cost prinoiples circu-
lars {or certzin Federal programs with
sratutorily-authorized consolidaned
Plannming ant comnsolidated adminisura-
tive funding, that are idertified Dy 2
Pesderal agency anl approved oy ihe
head of the XExecutive department or
estaplishment A Federal agency shall
conselt with OME during iis considsr-
ation of whether tc grant such ah ex-
emPtion.

(by To promote efficiency
and Jocal preograem administratiorn
when Federal non-entitiernent pro-
grame with common purposes Lave spe-
cific  statutoriiyv-aathorized consol-
dated planning zné consoliGaied ad-
ministrative funding and where most of
LhE Suale LTency’s ISS0Urses  Come
irom  ©non-Federa ponIGEs, Federal
agencies TMay exempt Uhese covered
Stete-andminishered, non-entitlement
grant Dprograms irom cerizin OME
grante manzgement requirements. The
exemptions would be ircm:

{1y The requirements 1 2 CFE part
225, 'Cost Principles for Suave. Local,
and Indiar Trival Governmments {OME
Cireular 4-87)"  other than the
allocabilivy of coste provisions tlial are
conteined in sebsection C.5 of Appendly
£ Lo thal part,

(2y The requirements :n 2 CFE part
220, “Cost Principles Jor Hducational
Inssizutions (OME Circular  A-21)°
uvther than shie ailocability of coste pro-
vigions that are contalned in Daragraph
C.4in section C of the Appendiz v that
pert,

137 The requirements in
23, "Cost Principies
genioaiiong  (OME

-

in Stzte

T
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non
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§215.30

af costs Ire-
g ‘ are in paragranh A4 in
gaction & of Appendiz A o vhat pard

4y The administrative requirements
nravisiony of pary 216 (OME Tircelar A-
110, Uniform Administrative Reguire-
ments for Grants and Apgreements with
Institutions of Higher Educabion, Hos-
pisals, and Other Non-Profit Organiza-
tiong,''), and

(A} The agencles' grants management
sommon rule (see § 215.5).

() When a Federal agency provides
this flexibility, a5 a prerequisite to 2
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-
sicns of 2 CFR part 225, “Cost Prin-
ziples for State, Local, and Indian

rikkal Governments (OMB Circuiar A-
&7y 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 compliance with all applicable Fed-
eral Etatutory and rsgulatory provi-
sions, costs are reasonable and nec-
sgsary for operating these programs,
and funds are not be used for general
expenses required %o carry oub other
responsibilities of a State or its sub-
recipients.

=i 4
R

162 FR 26281, May 11, 2004, as amended at 70
FR. 51881, Aug. 31, 2005)

PROPERTY STANDARDS

£215.30 Purpose of property stand-
ards.

Sections 216.31 thromngh 215.37 s=et

forth uaniform standards governing

management and disposition of prop-
erty furnished by the Federal Govern-
ment whose cost was charged to a
project supported by a Federal award.
Faderal awarding agencies shall re-
quire recipients to observe these stand-
ards under awards and shall not impose
additional requirements, unless specifi-
cally reguired by Federal statute. The
recipient may use its own propervy
management standards and procedures
provided it observes She provisions of
§215.31 through §215.37.

2 CFR Ch 11 (1-1-06 Edifion}

59810.31

Fegipiencs shall, a1t 2 minimuam. pro-
wide the sguivalent insurance coverage
for real property and eguipment ac-
guired with Faderal funds as provided
to property owned by the racipient
Federally-owned property need nof be
insured unless required by the terms
and conditions of the award.

Insurance voverage,

§215,32 Real property.

Each Federal awarding agency shall
prescrihe requirements for recipients
concerning the use and disposition aof
real property acquired in whole or in
part under awards. Unless otherwise
provided by statute, such require-
ments, at a minimum, shall contain
the following.

{a) Title to real property shall vest In
the recipient subject to the condition
that the recipient shall uase the real
property for the autherized purpose of
the project zs long as it is needed and
shall not encumber the property wiih-
out approval of the Federal awarding
agency.

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

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

(1) The recipient may be permitted to
retain title without further obligation
to the IFederal Government after it
compensates the Federal Government
for that percentage of the current f{air
market value of the property attrib-
utable to the Federal participation in
the project.

ATTACHMENT . o
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OWE Circulars and Suidance
o The jesipienl may Le
Ll LRE propercy under puiGe
vided Dy the Federa: awardlng agency
and pay tne Federa! Government {or
LhaT percentage of the current feir
marret vaiue of Lhe properiy atlrilo-
unable Lo the Federa! partltipaiion in
the projeet (afver deductlng aCiua. 2nG
reascnable selling and fix-ul BXpenBes.
:f any, from the sazles procesds, Wnen
the recipient is authorized or reguirec
e sell the properyy, proper seles proce-
dures shall be established thet provide
for compstition Lo the extent Drac-
vleeble and result in the nighest pos-
siple return.

{8y The recipient may be directel to
vransfer title to The Droperiy Lo Ihe
Federsl Government or to ar eliginle
third Dparty provided that, In suacn
caszes, the recipient snall be entitled o
compensaticn for ivs aviributanple per-
centage of the current {air rtoariZet
value of the property.

£215.33 Federally-owned and exempi

property.
fa) Federally-ownecd property. (2 Title
%0 lederallv-owned property remains

vested in the Federal Government. Le-
cipients small submit znnually an in-
ventory listing  of dederally-owned
Qroperty io their custody o the Fed-
gra! ewarding agency. Upon completion
of tne award or when the property is no
ionger needed, tne recipient shall re-
port the property 1o the Federa! award-
ing agency for furtner Federz] agency
utilization.

(21 If the Federal awzrding agency
has no farther neec {or $he property, it
shell e declared excess and reporiec Lo
the Genera; Serviges A4mimistiration.
unlest the Federal awarding agency
statlory suthority to dispose of
property Uy alternstive methods
ie.¢., the auihority provided by the
Federal Technology Transier Aot (15
T.EC WU (1)) w donate research
gguipment to educational anc non-proj-
t organlzationg in accordance with
12821, '“lmproving Mathemetics
=nd Science Educatior in Support of
the Nabiona! Education Goszls'™ (57 FR
: CFR, 1992 Comp., p. 228) AD-
e imsiruciione spall issued

e
cipient by the Federa! awari-

nak
the

o

o Foeme proporviy WNED SLeLILOTR
AGTHOTITY exisle. tne FeGeral awarting
agency hat tne Ophion il ¢

Droperty avguiret we
1T, The recipient witnoutl further ovliga-
oL Lo the Federwl Govermeni and
undel conditions the Tedera. awarcing
AEENCY  CONSIGETES &apDropriaile.  Sull
Properyy 1€ eXempl property U Shoald

Federal ewardlllf =Fency Lol eSial-
iisr conditions, Titie Lo exernpl Drol-
erty Upon acguisition shall vesl in the
recipient without jurthier obligation wo
the Feaeral Government.

§215.24 Eguipment.

‘a5 Thtle to equipment acguired by z
recipient witnh Federal funde shall vest
in the recipient, subiect 1o conditions
of this section.

(o) The recipient shali not use eguip-
ment acouired with Feaeral fands tc
provide services Lo non-Federal outlside
organizations {or & {ee thai i less thar
privete companies charge ior eguiva-
lent services, unless specifically au-
thorized Ty Federal statuse, {or a: long
af tne Federal ZovernmeLnl Telainsg an
interest io The eqQuUIPMEDT

(¢ The recipient shall use the sguil-
ment in the preojest or prograin for
whick il was acguired af 1ong &5 Iiced-
ed, Whethelr or nol the project or pro-
gram contlnues Lo be snpported by Fed-
eral funds and shal! not encumber the
property without approval of the Fed-
era] awarding agency. When no 10nger
needed for the original project O pro-
gram, the Tecipient shall use the eguip-
ment in connection with ite oiber fed-
eraliv-sponscored activities, ip the foi-
wowing order of priovity:

(1} AcTlvitles spoOnSsSUred une Fed-
era] awarding agency wilichk funded the
original project, then

(21 kctivities sponsoret Wy other Fed-
grel awarding agencies.

dy During the time
is usel ©n The project or program [or
wnich it was acguired, the recipient
shall malke if evallable {0r use on other
projects or programs 1f such other use
will not inverfere with ohe work on the
preject or program 1or which the eguip-

i v

that eguipment

[al

ment wat originaliv  acguired. First
preference for sueh ouher use £hall De
EiVen L0 QUNEer Preiscus ar PrOETRILE
sponscred by the Feder EWLI'GNE
agency that firanced the L;u:'prnem;
ATTACHMENT .
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§

ser,nnd w1l e zZiven o
proiects  or  programs  sponsored by
neher Tederal awarding agencies. If the
snaipment is owned by sShe Federal
Jovarnment, use on other acuivitles
not sponsored by the Federal Govern-
ment shall be permissible if authorized
by the Federzl awarding agency. User
rcharges shall be treated as program in-
LOme,

ie} When acquiring replacement
equipment, the recipient may use the
eguiprnent tc be replaced as trade-in or
sel]l the aguipment and use the pro-
seeds to offset the costs of the replace-
ment equipment subject to the ap-
proval of the Federal awarding agency.

{f) The recipient’s property manage-
ment standards for equipment acquired
with Federal funds and federally-owned
sguipment shall include all of the fol-
lowing:

1) Equipment records shall be main-
sained acenrately and shall include the
following information.

{i) A description of the equipment,

fii) Manufacturer's serial number,
model number, Federal stock number,
national stock number, or other identi-
fication number,

(1i1) Source of the eguipment, includ-
ing vhe award number.

(iv) Whether title vests in the recipi-
ant or the Federal Government.

{v) Acqguisition date (or date re-
ceived, if the equipment was furnished
by the Federal Government) and cost.

fvi) Information from which one can
calculate the percentage of Faderal
participation in the cost of the eguip-
ment (net applicable to eguipment fur-
nished by the Federal Government).

fvii} Location and condition of the
aguipment and the date the informa-
tion was reported.

{viii) Unit acquisition cost.

Gxy Ultimate disposition data, in-
cluding date of disposal and sales price
or the method usad to determine cuor-
rent fair market value where a recipi-
ent compensates the Federal awarding
aoency for its ghare.

2y BEqgquipment owned by the Federal
Govarnment shall be identified to indi-
cate Faderal ownership

{3) A physical inventory of equipment
shall be taken and the results rsc-
onciled with the eguipment records at
least once evary two years, Any dif-

preferanica sh

[}

2 CFR Ch. If (3-1-D¢ tdition)
batween guanulvies denas
minad ny the physical inspection and
those shown In the atcounting records
shall ne investigated to determine the
sauses of the difference. The recipient
shall, in comnection with the inven-
Lory, verify the existence, current oii-
Hzation, and continued need for the
squipment.

{4) A control system shall be in effect
to insure adeguate safeguards to pre-
vent loss, damage, er theft of the
squipment. Any loss, damage, or theft
of equipment shall be investigated and
fully documented; 1f the eguipment was
owned by the Federal Government, the
recipient shall promptly notify the
Federal awarding agency.

{5) Adeguate maintenance procedures
shall be implemented to keep the
equipment in good condition.

(6) Where the recipient is authorized
or required to sell the eguipment, prop-
er sales procedurss shall be established
which provide for competition to ihe
extant praciticeble and result in the
highest possible return.

(g} When the recipient no longer
needs the eguipment, the equipment
may be used for other activities in ac-
cordance with the following standards.
For equipment with a current per unit
fair markef value of §5000 or more, the
recipient may retain the eguipment for
other uses provided that compensation
is made to the original Federal award-
ing agency or 1tse successer. 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-
rent fair market value of the equip-
ment. If the recipient has no need for
the equipment, the reciplent shall re-
guest disposition instructions from the
Federal awarding agency. The Federal
awarding agency shall determine
whefher the egquipment can be used o
meet the agency’'s requirements. If no
requirement exists within that agency.
the availability of the eguipment shall
be reported 5o the General Services Ad-
ministration by the Federal awarding
agency to determine whether a require-
ment for the equipment exists in other
Federal agencies. The Federal award-
ing agency shall issue instructions to
the recipient no later than 120 calendar

favenoos

—
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OME Circulars and Guidance
Caxt &Tu67 thE Islllustil L o
“he {Ol.owing LProceaure: shell govern

J1L1f osC inmstrucueld or Y GLEDOSIlIONn
INSLTUCTIONE =Te N0l 1ssked witmn 120
selendnr owyve afier the recipient s re-
guesl, the reciplent spall sell Uhe
pquipmient and Wwurse The Federas
awarding awfency &l aynount computed
v applying e the szles proceeds the
percenters of Fedeva! DaETticipatior in
the sost of the origingl project or pro-
gram. However, the recipient shall De
permitied 1o deduct and retaln from
the Federal share 3500 or ten percent of
the proceeds, wnichever i less, Ior the
recipient’s selling and handling ex-
PENSES.

(27 If the recipient 1s inmstrucied Lo
ship the eguipment elsewhere, the re-
cipient snall be reimbursed by the Fed-
eral GoOvernment by an amount which
18 coInpuned by appiyving the percent-
=ge of the recipient’s participation in
the cost of the original project or pro-
gram to the current fair market value
of the equipment, plus any reascnable
snipping or interim storage costs 1n-
curred

{3y ¥ the recipient ls instructed Lo
ctherwise dispose of the eguipment, the
regipient shall be reimbursed by the
Federal awarding agency for such costs
incurred io it disposition.

4y The Fefieral awarding agency may
reserve the right vo transier the tiule
e the Federal Government or to 2
tnird party namet by the Federal Gov-
eérnment when such third party is cib-
erwise elipgivie ander existing stztntes
Such transfer shzll be subject to the
foliowing standards. :

i1y The eguiprnent shall e appro-
priately iGentfied 1n the award Or OLh-
erwise made ¥mowpn L0 the recipient in
wribing

(i) The Federa! ewerding agency
srnzll  issue disposition  instructions
viitbin 120 calendar daye after receipt
of z fina) inventory. Ths final 1nven-
wory snell list 21 eguipment szcquired
with grent frnds end federzlly-owned
equipment. If tlie Federal awarding

Toalil

v
IELT

agency 1alls 0 issue Gisposition in-
structions within the 120 calendar dey
period, the recipient shall
sLanterde

appiy the

of this section, @5 EDDTO-

The Federa!l awrrdinE
Ceneroises its righit Lo Lake WTIE,

©

Lhib sULLipIen
pTovVIRIULE  IOT
THENT

and

1915.35 Supplies
able property.

Gther ecxpend-

ta; THtle Lo supplie: and other ex-
pendable property snall vest in the Te-

cipient upon atquisition, If there i a
residual invenLoery of unused supplies
exnceecing 15000 1n toual AgETegnis
value UpOD Lerrminatiol: or CLInPIELIon
of the project or Progralrn and the sap-
plies are not needed {or any other fed-
erzlly-sponscreg Droject or DrOgran,
the recipient snall retaly the supplhes
for nse¢ on non-Federa! sponscred as-
civities or sell them, but shall, it e:-
ther case, compensate the Federal Gov-
ernment lor ite share The amount of
compensation shall be computed ir the
samme manner as 10T egilipment.

(t; The recipient shall nol use sup-
piies acguired with Federz]l funds tc

provide services 1o non-Federzl outside
orgampgabiong for & jee that it less than
private companies cnarge for eguiva-
lemt services, nniess specilically an-
tnorized Ty Federal statute ze long as
wne Federa: Governmenl retialne an in-
terest in the suppliee,

£215.36 Intangible property.

{a) The recipient may oopyright any
work thal 1 subjecl W copyTight and
was Gevelopel. or for wrhich ownersnip
was purchased, undsr an award. Toe
Federn) awarding apencyiies) reserve a
royelty-iree, nonexclusive and irrev-
ocaTle right to reproduce, publish, or
otherwise use the work {or Federal pur-
poses, and w0 autnorize oihers to de so

(b Reciplents are supject 10 epplics-
ble regulations governing paients end
inventions, including government-wide
regulations issusd by the Department
of Commerge at 37 CPR part 4
“Rights o Inventions Made DY Non-
profit Organizations and Small Busi-
ness Firms Under Government Granis,
Contracts anté Cooperative Apres-
ments "’

{ci The Federz] Governrnent has whe
TiEDL Lo

(1: Optelin, reproduce,
erwige Gse wLE Gale
UnGsT &L EWArd,

pubnish Or oih-

first produoced
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&§215.37

Do Aauthorine athers Lo receiva, Tepro-
duce vubhish, or otherwise use such
datva for Federal purposes

byl Inoaddifion, in oresponse (o oa
Fraadom of Information Act (POIA) re-
qguest, for ressarch data relating to pub-
lished resaarch findings produced ander
award that was used by the Federal
Govarnment in developing an azgency
action that has the force and effect of
law, the Federal awarding agency shall
request, and the recipient shall pro-
vide, within a reasonable time, She re-
search data so that they can be made
avzilable to the public through the pro-
caedures astablished under the FOIA. If
the Federal awarding agency obtains
the research data solely in response to
a FPOIA request, the agency may charge
the requester a reasonable fee equaling
the full incremental cost of obtalning
the research data. This fee should re-
flect costs incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This fee is in addition to any fees
the agency may assess under the FOIA
(5 11.8.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 sclentific community as
necessary to validate research [indings,
hut not any of the following: Prelimi-
nary analyses, drafts of scientific pa-
pers, plans for future research, peer re-
views, or communications with col-
leagues. This “recorded’ matberial sx-
cludes physical objects (e.g., lahoratory
samples). Research data algo do not in-
clude:

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

(B) Personnel and medical informa-
tion and similar information the dis-
closure of which would constitute a
clearly unwarranted invasion of per-
songl privacy, such as informasion thaet
could ne used to identify 2 particular
person in a research study.

fi1) Published is defined as either
when:

‘£) Research findings are published
in & peer-reviewad scientific or tech-
nical journal; or

a
£

58
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‘B & Federal agency puhlicly and of-
Morally oites she rase indings in
support of an agency aciicn that nas
the force and effact of law

111} Used oy 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 cltes the rescarch findings in
support of an agency action that has
the force and effect of aw.

{e) Title to intangible property and
debt instroments acqguired under an
award or subaward vests upon acguisi-
tion in the recipient. The recipient
shall use that property for the origi-
nally-authorized purpose, 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-
pose, disposition of the intangible prop-
erty shell ocour in accordance with the
provisions of §215.34{g).

f6S FH 26281, May 11, 2004. 25 amended at 70
FR 51881, Aug, 31, 2000]

§215.37 Property irust relationship.

Real property, equipment, intangible
property and debt instruments that are
acquired or improved with Federal
funds shall be held in trust by the re-
cipient as trustee for the beneficiaries
of she project or program under which
the property was acquired or improved.
Agencies mey reguire recipients to
racord liens or other appropriate no-
tices of record to indicaite that par-
sonal or real property has been ac-
quired or improved with Federal funds
and that use and disposition conditions
apnly to the property.

PROCUREMENT STANDARDS

§215.40 Purpose of procurement
rtandards.
Sections 21541 through 215.48 set

forth standarde for use by recipients in
establishing procedures {or bthe pro-
curement of supplies and other expend-
able property, equipment, rea! property
and other services with Federal funds.
These standards are furnishsd fo en-
sure thaf sach materials and services
are obtained in an effective manner
and in compliance with the provisions

ATTACHMENT C
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OME Curzuigre and Guidance

LOULIVE QIUENS NC adilionas procus
,enl staLndarfgse OF Iedulremnenls
Le arnposed by the Federal pwerding
agencies Upon reclDlents, unless swe-
Tically required by Federal statule or
weoculiVe order of approvet vy OME

3l ey

21541

The standards contained in this sec-
tion de not relieve the recipient of The
contractual responsibilities  arising
under its contraci(s). The recipient is
the responeible authorivy, without re-
course g the Federal awarding agency,
recarding the settizment and satisiac-
tiorn of ali contractual and adminisira-
tive issues ariging cut of procurermsnts
entered inle 1T suppori of an award OT
other azgreement. This includes dis-
putes, claims, protests of award, source
svaluation or other matters of a con-
tractual natore. Watiers concerning
violation of statute are LG be referred
1o sackh Federal, State or local author-
ity &g may HaVe Proper jurisdiction.

Heciplent responsibilities.,

£215.42 Codes of conduct.

Tne recipient shall mainvain writven
spentiarde of conduct governing ine
periormeance of its empicyees sngaged
in the award and administration of
sonnrachs. No  employee, officer, or
agent shall participate in the selection,
awarc, or afministration of & conirTact
supported by Federaz! fundes if e real or
apparent conflict of interest would be
wvolved, Such z comflict would arise
when the emploves, oificer, or agent,
any member of his or her immediabe
Temily, his or her pariner, or & Orga-
nization whiick employs or 15 gbout to
gnpioy alRy of the partiss indicated
nerein, nhas 2 financial or other inlersst
1T tne firm seiected for an award. The
ufficers. employvees, and agents of the
retipient shal] neither solicit nor ac-
cepl gratuities, favors or anyining of
monewry value {rom conuracbors, or
PArties b0 sUDagresments However, re-
cipients may sel standards {or Situa-
tions in which the financin] 1RLeTEst if
not subsLaniizl or the gift i an unse-
ieited item of nominal value, The
stanfards of ponduct sthali provide for
disciphnary actions o De applied for

violatione of supon standards by offi-
cert. empioYees, OF aEenis of the re-
CITRENL

(W)

[da

tr
[
t
n

Competition.

CUTETEND WIANS&CLIONE  Sha-.
jneLel LT & MLERNET LU PIOVIGE
Ll ThE INAXiImull eXuent Pralilis.. Opel
and iree competition. The recipient
ghali be alert L0 oTgAlzabionAal ool-
ficns of interest as well as nencompe. -
tive praciices among contrachors that
may restrict O elimihale cornpet:iticn
o7 oLhierwise reSIrzln wrade. Ir corder o
gnsure objectlve contractor pericerm.
atce ené elimirate unialr competitive
advantage, contractors that develor or
draft  specificavions, requlrements,
sLasements of work, invitations Ior
bide andfor requests {or nroposals snell
be excluded from competing for sach
procurements. Awards shall be rmade o
the biader or ofieror whose bia or ciier
it responsive 10 tne solicitation and 1s
mopst advaniagepus Lo the recipient
price, gualizy and other izctors consid-
ered. Solicitations shall clearly set
forth all requirements thal the bidder
or offeror shell fulfill in order ior the
id or offer 1¢c be evaluated LY the Te-
cipient. £ny an€ all bids or offers may
be rejected wnen 1t ie in the recipient’s
inuerest Lo Ao so.

{21544 Procurement proccdures.

() A1) recipients shall establish writ-
ten procurement procsdures. These
procedures snall provide fer. 21 & min-
mung. that paragraphs {(a)1), (2) and
(3; of thig sectiorn apply.

{1} Raciplents 2vDld purchasing un-
NE0essATY 1TEIE,

(2 Where appropriate, an anzlysis is
made of lease znd puarchase alier-
nafives to delermine which womid e
tne Most eCcOnOmMICR] ant Pracilcal 1mo-
curement {or the Federal Government,

{3) Solicitations for goods and serv-
sees provige for zli of tne {ollowing

(i} & clear and ascurzbe Gescription
of the Lechmice] reguirements for the
meaterial product or service Lo De Dro-
cured. 1o compebitive procurerments,
such 2 deacription shall not contain
{features which unduly resirict com-
eTition.

(i1) Reguiremerts wnich the bidder
offeror must fuifill and all other fac-
wOrE tc be usef ir eveiuwating bids or
Proposals.

{iil; & demtripilon, whensver Ppral-
vicaiie, of recbopical Tsqui ;

Lerme of funuiisns
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inglading

mum acceptahle standards
iy, The specific features of ‘‘brand
name or squal” descriptions thaf bid-
dars are required o meet when such
isames are included in the solicitation.

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

(vi) Preference, to the extent prac-
sicaple and economically feasible, for
products and services that conserve
natural resources and protect the envi-
ronment and are energy efficient.

(b) Positive efforts shall be made by
recipients to usilize small businesses,
minority-cwned firms, and womean’s
husiness enterprises, whenever pos-
sible. Hecipients of Federal awards
shall take all of the following steps to
further Shis 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
opportunisies available and arrange
time frames for purchases and con-
tracts to encourage and facilitete par-
ticipation by small businesses, minor-
ity-owned firms, and women’s business
enfierprises.

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

small husinesses, minority-owned
firms, and women's business enter-
prises.

{4} Encourage congracting with con-
sortiums of small businesses, minority-
owned firms and women’'s business en-
terprises when 2 contract is too large
for one of these firms to handle individ-
vally.

{8y Use the services and assistance, as
appropriate, of such organizations as
the Small Business Administration and
the Department of Commerce’s Minor-
ity Business Development Agency in
she solicitation and utilization of
small businesses, minority-owned firms
and women's business enterprises.

{¢) The type of procuring instruments
used (e.g., fixed price coniracts, cost re-
imbursable contracts, purchase orders,
and incentive contracts) shall be deter-
mined by the recipient bug shall be ap-

60

2 CFR Ch. 1l (1-1-06 Edilion;

oropriate for the pardieuiar procure-
ment and for promosing the hast imter-
est of the program or project involved
The “gogt-plus-a-percentage-ci-co5e"
or “percentage of construchiion cosat’”
methods of contracting shall not be
used.

) Contracts shall be made only with
regponsible confractars who possess
the potential ability to perform suc-
cessfully under the terms and condi-
tions of the proposed procurgment.
Conaideration shall he given bto such
matters as contractor integrity, record
of past performance, financiel and
technical resources or accessibilivy to
other necessary resources. In certain
circumstances, coniracts with certain
parties are restricted by agencies’ ini-
plementation of E.0O.5 12549 and 12688,
“Debarment and Sugpension.”

(e} Recipients shall, on request, make
available for the Federal awarding
agency, pre-award review and procure-
ment documents, such as reguest for
proposals or invitations for bids, inde-
pendent cost estimates, ete., when any
of the following conditions apply.

(1} A recipient’s procurement proce-
dures or operation fails to comply with
the procurement standards in the Fead-
eral awarding zgency's implementation
of this part.

(2) The procurement is expected Lo
excead the small purchase bthreshold
fixed at 41 U.8.C. 403 (11) (currently
£25.000) and is to be awarded without
competition or only one bid or offer is
recelved in response t0 a solicitation.

{(3) The procurement, which is ex-
pected to exceed the small purchase

threshold, specifies & “brand name”
prodact.

(4 The proposed award over the
small purchase threshold is to be

awarded to other than the apparent
low Dpidder under 2 sealed bid procure-
ment.

{d) A proposed contract modification
changes the scope of 2 conbract or in-
creases bhe contract amount by more
than the amount of the small purchase
threshoid.

£215.45 Cort and price analysis.

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

ATTACHMENT
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OAE Circuiars and Suidance

alizs-

emplisnet 1n variours

waye, wnsiudiDE  Lne Compaerisol o of
price  cuolations  submotis=d, marker
priges and  Sirnilar ipdicia. vogelhe:

with discounte Cost analyels 1 the re-
Tew and evaluatiol of each slement of
CoSL WO GeLETININe  TeasSonabieless
zllocanility and allowabllity.

t 915,46 Procurement records.

Frocurement records and files for
vurchases 1N excess of the small puar-
chase threshold shall incinde the iol-
IOWLNE A1 4 MINimun:

{z) Basic for conirattior selection;

oy Justficesion Tor lack of competi-
tion when competitive bids or offers
are noi obhiained, and

{c: Basie for award cost OT price.

L£215.4%7

£ sysiem for contract administration
skell De meintained 4o ensure con-
tractor conformance witk the terms,
conditions and specifications of the
contract ané to ensurs adeguaie and
timely {oliow up of all purchasse. Re-
cipients shall evaluate contractor per-
formance =znd docurneni, as &ppro-
prizte, whether contiractors nave met
the terme, conditions and specifica-
Tions of the contract.

Contracl administration.

t216.48

The recipient shell inciude, in addi-
tion e provisions 1o define z sound znd
compiste zgreernent, the jollowing pro-
visione in all contracts The [ollowing
provisions shall aisc be applied to suo-
CONLTasLs

W& Convracie in excess o] the smal!
purchase threshold snall contaln con-
tractual provisions or conditicns thet
zliow for sdministrative, corniraciaal,
or legal remedies 1D instances in which
% CONUTactor viclales or Dreaches the
sontract terms, &nd provide {or suck

Contracl provisions.

remefdial aCTions 2& may be &1pro-
priate
{by All contrects in excess of the

smell purchase thresholc skzll contalrn
suitaDie provisions for termination by
the recipient, including the MALLET b¥
which termination snall bDe eflecied
ang ine basie for settlement. In =adi-
tion, such contracts shall describe con-
givions vunder wWLiCcHl the cOniraci med
e verminaled for defsull s well as

€1

§27L.4¢L

OLAITILNE WHETE The CONTTRCL may s
TiliaLed
LEVORG Uhe COnurol of vhe LonilaweloT

(4; Excepl a& OLLEeIwise reguired Ly
SLaUlE, 2L award Lnal reguires tne
cOnLratllng 00 suboontracting)  for
counstrustion or facilily improvemente
ghal. provide {0r The recpient Lo {oliow
T8 OWI TEjUITEmEenLSs releting e big
gueranbees, periormance  Londs,  aud
pzymient DONAE unles: LLe GUNSLIUCTion
COntract ar BULLOLLIAaCT excesds
$100,000. For those CcontTacis or sub-
contracts exseeding F10C,000, the Fed-
eral awarding agenhcy may accept the
bonging policy and reguiremente of Lhe
recipiant, provided the Federal award-
ing agency has made & determinaticr
that the Federal Government's interest
e adeguately protected. If such a de-
terminatior. has not been made, tns
rinimum requirements snall be as Iol-
1ows,

iy £ pid guarantee from each bidder
ggquivalent to five percent of the bid
price. The "bid guaraniee’ shali con-
sist of & {irm commitment such as =
bid bond, certified check, or otlier ne-
gotiable insirument accompanying z
Did ag assurence that the bidder snall
upon &ccepiante of hie Did, execuue
SuCh COLLractual ducurments &t may be
reguiret within the time specified.

(2; & periormance bond on the part of
tne contracior for 100 percemt of the
convract price. A& ‘“‘performance bond”
is one executed in conmection with =2
sontract to secure fuifiilment of 2l The
contracior’'s obnligaticns uUnder such
conuract

(2; A payment bond or, the part of the
soniractor for 100 percent of the con-
Lracl Price, & “pzyment bond' i ome
erecuted in connection witk a coniract
L0 &8BUTE paymeni as required by siat-
uve of 211 persons supplying labor and
neserial in the execntion of the work
provided {or in the contract.

{4; Where bonds arz reguired in tne
sitnations dsscribed herein, the bonds
snall be obtzined from companies hold-
ing certificates of auvhority &t actephy-
apie suretie: pursuant to 31 CFR part
223 " Burety Comparies Doing Business
wilh the Unived Suabes”

{d; AL negouviated contralis [excent
those Tor iest tnal the small parchase
nreshold, awarded DY recipients shall
iLCiwdE 2 provision e the eflect Thal

LeCaLse OF CIrCUmMSLELGEE

f‘\TT'ACHMENT
e me 7

O




§218.50

e recipient che Faderal zwarding
agancy, the Compurolier General of the
Urnised States, or any of their duly ang-
thorized representatives, shall nave ac-
sess Lo any books, documents, papers
and records of (he consractor which are
directly persinent to a speclfic pro-
cram for the purpose of making audiis,

syaminations, excerpts and Lran-
scriptiones.
fe) All contracts, including small

purchases, awarded by recipients and
their contractors shall contain vhe pro-
surement provisions of appendiz A t0
this part, as applicable.

REPORTS AND RLECORDS

5215.50 Purpose of reports and
records.
Yections 21551 through 21553 set

forth the procedures for monitoring
Znd reporting on the recipient’s finan-
cial and program performance and the
necsssary standard reporting forms.
They also set forth record retention re-
quirements.

§215.51 Monitoring and reporting pro-
gram performance.

() Recipients are responsible for
managing and monitoring sach project,
program, subzward, function or activ-
ity supported by the award. Recipients
shall monitor subawards to ensure sub-
recipients have met the audit reguire-
ments as delinsated in §216.26.

{b) The Federal! awarding agency
shall prescribe the freguency with
which the performance reporis shall be
submitted. Except as provided In
§215.51(), performance reports shall
not be reguired more freguently than
quarterly or, less [requently than an-
nually. Annual reports shall be due 50
calendar days after the grant year;
guarterly or semi-annual reports shall
he due 30 days after the reporfing pe-
riod. The Federal awarding agency may
require annual reports before the anni-
verzary dates of mulfiple year awards
in lieu of these requirements. The final
performance reports are due 80 cal-
andar days after the expiration or ter-
mination of the award.

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

2 CFR Ch. I (1-1-06 Edltion)

di Wnen regulred, performance e
ports shall generally contain, for gach
sward, brief injormation on each of the
following.

(1Y A comparison of aciual accom-
plishments with the goais and objac-
tives established for the perioed, the
findings of the invesiigator, or both
Whenever appropriate and the oucput
of programs or projects can be readily
guantifiad, suc quantitative data
should be related to cost data for com-
putation of unit costs.

{2y Reasons why established goals
weare not meb, if appropriate.

(33 Other pertinent information in-
cluding, when approprizte, analysis
and explanation of cost overruns or
high unit costs

(e) Recipients snall not ne required Lo
submit more than the original and two
copies of performance reports.

(1Y Recipients shall immediately no-
5ify the Federal awarding agency of de-
velopments that have a2 significant im-
pact on the award-supported aciivities.
Also, notification shall be given in the
case of problerns, delays, or adverse
conditions which materially impatr the
ability to mest the objectives of the
award. This notification shall include a
staterment of the action taken or con-
templated, and any assistance nesded
to resolve the situabtion.

(g) Federal awarding agemncies may
make site visits, as needed.

(h} Federal awarding agencies shall
somply with clearance requirements of
5 CFPR part 1320 when reguesting per-
formance data {rom recipients.

§215.52 Financial reporting,

{a) The following forms or such other
fosrms as may be approved by OMB are
aunthorized for obteining financial in-
formation {rom recipients.

(1) SF-2869 or SF-269A, Financial 3ta-
tus Report.

{i) Fach Federa! awarding agency
shall require recipients to use the SF-
268 or SF-268A to report the statns of
funds for all noncenstruction projects
or programs, A Federal awarding agen-
cy may, however, nave the apbion of
not requiring the SP-269 or SF-265A
when the SF-270, Request for Advance
or Reimbursement, or SF-273, Report
of Federal Cash Transactions, is deter-
mined to provide adequate Information

52 i
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Uitk

TLE e, enceYt “
SF-26L5

L gnell LE reguired ald

leTioY of She project when the
: 1v for advences

EWalting wEency
v ri 1ET ThE reDurt sm.u
hE on = cast or accraa! pasis. 1f the
Federa! awarding agency regulres at-
cridal Nlormation and the recipient’s
ACOOULLINE records are Lot Dormally
rept or the zccrudl pasis, ke recipient
shall not be reqguireé Lo convert 1te ac-

niing system, bput shall develor
accrual Iniormation through Dest
umeates baszd or an anzlysie of the
seurnentaetion on nand.

i) The Federal awarding zgency
shall deiermine the frsguency of the
Financal Status Repert for each
project or prograrn, considering  uhe
size and complexity of the particular
project or Prograerm. However, the Te-

PGS
ne o
)
jm

pors snall not be reguire¢ more Ire-
guently than guarierly or less fre-

guently than annually. & final report
shzll be reguired at the completion of
vhe agreement.

1iv; The Federal awarding agency
shall require recipients tc submit the
SF_266 or BF-28%4 (apn original ant no
MOre whah two copies) no later than 30
dzys after the end of eact specifiec re-
puriing pericd for gunarterly and semi-
antuzl reporte, and BU calendar days
for annual znd final reports. Exten-
signe of reporing Gue GRLES MAY DE BI-
provet by the FPedera] awarding agency
upon request of the recipient

(2) EF-272, Report of Federa: Cash
Transactione.
fi} Wnen funds are aOvanoed Lo re-

cipients the Federal
snall reguare each recipient Lo stbmit
vhe SF-27: and, whed necessary, 1LE
sonvinuation sheez, S8F-272a. The Fed-
eTe: awardlng agency shall use this re-
pory L0 monhivor Ccash advanced LU Te-
cipiente and Lo 0DLEID disbursernent in-
i {or each agreement with the

aWarding agshoy

lormaiion

eriplents

‘1

{3i) Fedgral awearding agenciss oy
requiTe jorecszste of Federal cash re-
guirements in the "Remarks’ seculon
of U 16 TEPOTL

f11i Wner prf'"nma] zné Leemel nec-
essary, Federzl awirding agencies INad
eq*”“e recipiente o report in The
‘Remarws” seCTEon Lhe amount of cesk
ROVELLEE Yeceived n oexses: of nree

iy}
[

ne exo
1DIEnTE
SULIMIT IGL II0TE © € Lriginal and
WO copies O the SF-27¢ 18 calennar
ieyes {Lilowing Lhe end of eack guarier
The Fetera, awarding efencies may re-
Qulre A monuhly report {rum snose re-
CApienlE TeCElvIng agvanlced Lolehng I
million 07 IMmoTe per Yealr,

tv; Federal awarding =zgencies
waiVe the requirement {or subrmission
ol tne SF-27 {for any one of the foi-
lowing reasons:

(A7 When mmoRthiy advances de pot
exceed 325,000 per recipieni, provided
that suck advances are Imonitored
thrpugh other forme comtained 1t tnis
5ECLLION,

(B, If, ir. the Federel swarding agen-
ov'e opinion. tne resiplent & Accounting
controls are adeguaie Lo minimize ax-
cessive Federal advances; or,

(C) When the electronic payment
mechanisms provide adeguate dzta.

(b, Wnen the Federal awarding agen-
cy needs additicomal informatior or
more ireguent reports, ne fellowing
snall e obsarved.

{1y When additicnal

e

TEINGE

LE reguiltet L

Tl

may

infermation
needed Lo comply with ieglslative re-
guirements, Federal awarding agencies
shall igsue insiractlone Lo require re-
capiente L0 submil such wmformation

ik

under the “Temeris’’ section of The re-
ports

127 Wnen 2 Federal awaring agency
determines that & reclpient’s eccount-
ing systerr: aoes DO mest the siandaras
in 821521 aaditional pertinent infor-

metion bo further monitor awards may
pe obtained upor written nDotize Lo the
recipient until such time ae the gystem
is brougnt up o standard. The Federa.
awarding agency, in obteining this in-
{formetion, shall comply with report
clezrance reguirements of 5 CFPR part
1320

(3; Federa® awerding agencies are en-
sounraget Ho shade oul any line item on
2NV repori 1Y notl LeCessary

{4; Federal awarding agc
atiept the identica! infor
TNE TeciPIEnLIE iL mashine ?
ar computer
CUTDLLE Ik

ncles may
mation from
sac‘.able for-
DI']I‘ LOULE 07 eiel-
u of prescribed {or-
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Padera) azwarling AFencias moay
je compuner 07 2lesironic ouiputs
ipiente when sveh sxpedites or

apmuribates Lo the acouracy of report-
ng

521558 Retention and access require-
ments for records.

(a] This section sebs forth require-
mente for record retention and access
Lo records for awards Lo reciplents.
Federal awarding agencies shall not
impose any other record retention or
access requiremnents upon recipients.

(n) Financial records, supporting doc-
nments, statistical records, and ali
other records pertinent to an award
shzll be retained for a period of thrae
vears from the date of submission of
the final expenditure report or, for
awards that are renewed guarberly or
annually, from the date of the submis-
sion of the guarterly or annual finan-
cial report, as authorized by the Fad-
erz] awarding agency. The only excep-
tions are the following.

(1} If any litigasion, claim, or audit is
atarted before the expiration of the 3-
vyear period, the records shall be re-
tained until all litigation, claims or
audit findings involving the records
have been resolved and final action
taken.

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

(3) When records are transferred to or
maintained by fthe Federal awarding
agency, bthe 3-year retention require-
ment is not applicable to the recipient.

¢4y Indirect cost rate proposals, cost
allocations plans, ete. as specified in
§215.53(g).

(c) Copies of original records may be
suhstituted for the original records if
anthorized by the PFederal awarding
AFENCY,

(d} The Federal awarding agency
shall reguest transfer of ceritain
records $o its custody from reciplents
when it determines that the records
possess long  bterm  retention valae.
However, in order to avoid duplicate
recordkeeping, a Federal awarding
agency may make arrangements for re-
cipients to retain any records that are
continuously needed for joint use.

z CFR Ch, I {1-1-0% Edifiom)

ageney, she

- Fraderal awarding ag
Inspecror General, Comptrolier Gen-
eral of the United 3Staies, or any of
Ltheir duly aucshoriged represenuatives,
nave bthe right of timely and unre-
stricted access Lo any boolks, docu-
ments. papers, or other records af re-
cipientg that are pertinent o the
awards, in order to make audits, ex-
aminations, excerpts, transcripts and
copies of such documents. This right
also includes timely and reasonable ac-
ness to a reciplent's personnel for the
purpose of interview and discussion re-
lated to such documents. The rights of
access in this paragraph are not lim-
itad to the required retention period,
but shall last a8 long as records are re-
teined.

{f) Unless reqguired by statute. no
Federal awarding agency shall place
restrictions on recipients bthat limit
public access ta the records of recipi-
ents shat are perfinent to an award, ex-
cept when the Federal awarding agency
can demonsirate thaf such records
shall be kept confidentizl and would
hzve been exempted from disclosure
pursuant to the TFreedom of Informa-
sion Act (8 U.S.C. 362) {f the records
had belonged to the Federal awarding
agency.

(g) Indirect cost rate proposals, cost al-
locations plans, etc. Paragraphs {gxl)
and (g)2) of this section apply to the
following types of documents, and their
supporting records: indirect cost rate
compubations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate at which a
particular group of cests is chargeable
{such as computer usage chargeback

rates or composite fringe TDheneflit
rates).

1y If submitted for megotiction. If the
recipient submits ©o the Federal

awarding arency or the subrecivient
submite to the recipient the proposal,
plan, or other computation to form the
hzsis for nsgotiaticn of the rate, then
the 3-year retention period for jts sup-
porting records starts on the date of
such submission.

() {f not submitlied for megoiiation. If
the recipient is not reguired to submit
to the Faderal awarding agency or the
subrecipient is not required to submitg
%o the recipient the proposal, plan, or




OME Circulars and Guidance

Dhiel LOTNPULATIOn 0 nefeliililn purs
L Lnen LHE S-YEeAT relention perild
lor e Proposa:. iar, oT other oummn-
priation and il SGPDOrLINE  records
SLarte al Lhe end of the fiscal vear ior
ouner awesounting period; coveret ¥
whne proposgl. plan, 07 ouher SOmpuLie-
Li0L

TEEMINATION AND LNFURCEMENT

£215.60 Purpose of ierminetion and
enforcement.

© oo

Secticns 2156 61 and 23P.62 set lorth
uniform suspeunsion, termination and
enforeement procedures.

£215.61 Termination

(& Awards meay De terminated 1n
wIiole OT In part only U paragraphs
(el {2)or (3) of this section appiy.

‘1) By ihe FeGeral awarding agency,
if 2 recipient ILaterially falls Lo com-
p'y with the terms end conditions of an
award.

(2} By the Federal awarding agency
with the consent of the recipient, in
which case the two partieg shall agree
upon the terminzation conditions, In-
ciuding the effective dase zmnd, in the
case 0f partial terminavicn, the portion
t0o De terminated.

{3; By tne recipient upor sending to
tne Federal awarding agency wrilben
notification setiing forth the reasong

{for such Lermination, ithe effective
date. and, in the cese of partial termi-

nation, the portion tc be terminaled.
However, i the Federal awarding agen-
cy deilermines in tne case ¢f pariial
verrminabion that the reduced or modi-
fie2 porgiorn of the grant will noet ac-
complist the purposes for whick the
grent was mage, it may lerminate tne
grant 1T 1t entirety under eibher para-
grephs (21 or {2 of this section.

by I coste are zllowed under an
award, vhe responsibilivies of the re-
cipient referred oo in £225.7:(8), 1nclnd-
1Nlg Loose 101 property IMANASETent &S
wppiicaple, sngil De considersd in {ne
vermination of the awerd and provi-
zion spell be made Jor conulnuing re-
smonsibilivies of the recipient after Ler-
mination. &8 approyriabe

£21£.62 Enforcement.
. Remedies for noncompiiences 17 & re-

Iz
ETLL TNaWerially 12118 L0 GomEly wivl

Lrie LEITnE
wWoheLlier

reguialion,

anC COLCITIoNE 07 L awall.
sLalsh 1L & Fedt
ASSUNALGE, &ppucation. of
aotise of award, the Federa: award:ng
GEETICY i al0ditiorn Lo iInposing
=y 0! the special condlitiongs puililied
i LZ21E 14 uake one or more of tne loi-
lewing actions. at apPLrOprikit iT Tthe
CITCUINE DA GRS,

{1y Temporarily withhold cuzsh pay
ments pending correction of the ds
ciency by the recipient or more severe
enforcement action by the Felerzl
awarding afency.

20 Disallow fthat 1e, deny Lotk use of
funds and any appliceble maiching
credit fory all or part cof the cost of the
woLIVItY DT actlion not in compliance.

(2) Wnolly or partly suspeni or war-
minase the current award.

4y Withholé further swards {or tne
Dro)etl 0T PTeETAI.

(5; Take otner remedies that rmay Te
legeliv available,

(b) Hearings und appecls 1n taking an
enforcement action, the awarding
agency shall provide the recipient an
opportunicy for hearing, appeal, or
oiner administrative procseding Lo
which the recipient is entitled under
anY Statlrve OT Tegulatiun applicable to
tne acuion involved.

{cy Effects of suspension ond ermi-
nation. Coste of & reciplent resuiting
from obligaticnks incurreé by the re-
cipient during a suspension or after
wermmination of ar award are 110t aillow-
aple unless tne awarding agency ex-
pressly aLinorizes them n Thé DOLILE
of suspension or terminafion OT EUDSE-
guentlv. Otber recipient coste during
suspension or after termination which
are  peCessaTY  ant N0t Teastnably
zvoidabie are allowable if paragrapns
(el and /25 of this 8ectiorn apply.

{1} The coste result from obligations
which were properiy incurret Ry the re-
cipient vefore the effective dute of sus-
PEenElon O Lerminetion, are not in &n-
vicipaton of 11, and in the case of & Ler-
mination, are noncanceliable.

{77 The costs would be zlloweDie
tne gward were nol suspended or ex-
pired normaelly ab vhe end of vhe fund-
ing period in which whe Lerminaiion
wekes effect.

4y Relationship 6 agbormen! and sus-
penswon.  The enlorcement remedies

1aentifisd 3T ThiE ssCciiorn. inciuding

k)
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on o oand  nermiination. do onan
i a recipient {rom being subiect
e debarmeni and suspension under
E s 12548 and 126889 and the Faderal
awarding ageney implementing regula-
tions {see §215 13).

Myrar
nrar

Subpart b—After-the-Award
Requirements

§215.70 Purpose.

Jections 215.71 through 215.73 contain
closeout procedures and other proce-
dures for subsequent disallowances and
adjustments.

£215.71 Closeout procedures,

(a) Recipients shall submit, within 90
cajendar days affer the date of comple-
tion of the award, all financial, per-
formance, and other reports as reguired
by the terms and conditions of whe
award. The Federal awarding agsncy
may approve sxtensions when re-
queasted by the recipient.

(b} Unless the Federal awarding agen-
oy authorizes an extension. a recipient
shall liguidate all obligations incurred
under the award not later than 30 cal-
endar days after the funding period or
the date of completion as specified in
the terms and sonditions of the award
or in agency implementing insirue-
tions.

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

(d) The reciptent shall promptly re-
fund any balances of unobligated cash
that the Faderal awarding agency has
advanced or paid and that is not aun-
thorized to be retained by the recipient
{for use in other projects. OMB Circular
A-129 poverns unreturned amounts that
baeome delinguent debts.

(2) Wnen authorized hy the terms and
conditions of the award, the Federal
awarding agency shall make a settle-
ment for any upward or downward ad-
iustments to the Federal share of costs
after clossout reports are received.

{IY The recipient shall account for
any real and personal property ac-
guired with Pederal funds or received
from the Federal Government in ac-
cordance wish §216.31 through §215.37.

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

2 CFR Ch. il (1-1-0& Edition)

an award. the Fedsral awarding agency
shall retuin the right 5o recsover zn ap-
propriate amount after fully oonsid-
ering the recommendations on  dis-
aliowed cosbs resulting from the finai
audit.

§215.72 Subsequent adjustments and

continuing responsibilities.

(a} The zloseout of an award doss not
affect any of the foliowing:

(1) The right of the Federal avarding
agency o disallow costs and recover
funds on the basis of a lafer andit or
other review.

{2) The ovligation of the recipient to
return any funds due as a result of
later refunds, corrections, or other
transactions.

{3y Audit requirements in §215.26.

f4y Property management requirs-
mente in §215.31 through §215.37.

{5) Becords retention as required in
8215.53.

(b) After closeout of an award, a rela-
tionship created under an award may
be modified or ended in whole or in
part with the consent of the Federzl
awarding agency and the recipient,
provided She responsibilities of the re-
cipient referred to in paragraph (a) of
this section, including thaose for prop-
erty management as apblicable, arg
considered and provisions made for
continuing responsibilitiss of the re-
cipient, as appropriate.

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

§215.79 Collection of amounts due.

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

(I} Mzking an administrative offset
against other reguests for reimburse-
ments.

{2y Withholding advance payments
otherwise dae o the recipient.

(3} Taking other action permitted hy
statuie.

Y Except 2s obherwise provided hy
law, the Federzl awarding agency shal)

ATTACHMENT C/
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DRAE Circuicrs anc Guigance

2i—-CUnNTEACT

L1
cluding Sinal. LUTChases Shal
jullgwing provisions at Lpp.1cabie

Lontlratls iL-

LhiE

mwartet Dy I'eCiPient

a
11 Gonuall

L. Egual Lmployment Opuporiunily—A1] COn-
wracls shali conLeln & DrovisioL requiring
comnpliznce with E.O. 11246, “'Egual Employ-
ment Opportunity' (30 FR 12319 12035 3
CFER, 18641068 Corp., L. 338), af amended by
E.CQ 11375, "Amending Executive Crosr 11246
T.elating o  Eoual Employment Oppor-
Tanivy,’ end a8 supplemenset DY reguiations

at 41 CFE part 60, "Office of Federai Con-
iract Compliznce Programs, Fouaj Empioy-

ment {pporiunlty, Depariment of Labor.”

2 Copeland “Anu-Kiceouck' Aci (1€ U.E.C
&74 and 40 .50 2760)—A1] contracls and sub-
grante in excess of 32000 {or comsuructior or
repair awartet by reciplepts and subrecipi-
egnic shall include z provision {or compilance
Wit the Copeland “Anti-Fickback™ Act (1E
T.2.C 874;, as suppismented by Deparsinent
of Labor regulations (2% CFR part & “Con-
Traclors ané Subcontractors o Pubolic Build-
ing ar Pubiic Wory Pipensed 1I Whole or 1o
Part by Loans or Grants {rom the TUnited

vates''). The ACD DroviGes thai each con-
Lractor Or subrscipient shali b8 prohibited
irom inducing. Dy 4ny means, any PETS0L
smployed 1L ThE CONSIIUCTION, Completion, or
repair of public work, 1o pive up any part of
the compensaticn wo whigh he i1s otherw:ise
enritied. The recipient snall report all sus-
peCLEC 0T reporied violations to the Federal
AWRIDLDE SEELCY

2 Dowvis-Bacon A, ar amended (40 U.S.C
276 e u-7—Whoer requiref by FPederal pro-
gramn legislation all consiruciion conlracis
awardet by vhe recipientt anl SabTreciplients
0! more thar 12000 shals; nclude 2 provision
{or cempliance with ine Davis-Baour Act (4G
T.8.C 272 W a-T and supplemented by
Depariment of Labor regulatiens (88 CFR
part &, "Lebor Siandards Provision: Appllce-
bie 1o Gontracts Governing Federally Fi-
nuneed and Assisied Construction’) Under
Lhis AU, conmwractors shall be regulred Lo pey
wages L0 izborers and mechables al & Tabe
not iess thern the minimurn wages specified
inoz2 wage denerrmination mmade by the Sec-
rewary of Labor. In sGdition. coDWwacuors
shall Le regeired ve pay wages noti less thald
onoe = week The reciplen: shall place & copy
ol The current prevalling wage determinaiion
1ssued by the Department of Lalbor AL each
5013010ali0n ant the award of & sontract snall
e cunfitioned UpoL The asceplante of LhE
wapge 08Lermiinatiern:. The resipient shali re-

&s

g

ADo A

LG wll SUSDeSuel OF TELOILGL
thi Felers, aWariing agency

£ Cymirac: Wory Howrd ond Swjetr Sienoat o
Ao 4l UL S0 327=530—Wnere applicalic
CONTIatly awalldel DY IFeClpienld i BXLekL
S2000 10 Cconslruciiol oONEracly anufb I ghn-
cess of 2000 {or pihier COLTTECLL Lnal iltwoive
tnE emMPio¥Inent ol MeCOANIGE G JaLOTErE
snzll nclude & Lrovisiok {or compliance with
sections 102 and 107 af the Jonurnol Work
Houre and Salety Srandards Loy (46 U0
427-3885) az supplemeniel by Department of
Lapor regulations (28 COFE part b Under ssc-
tion 102 of the Lct, eaCch coniraclor shali Le
reguired t{ cornpube e wages of evVery Ine-
chanic an laborer oL the 1aSl of & BLENAeTs
work week of 40 nours. Work in exces: of the
stanfarg work week it permissible provided
that ilie worker 1s compensaied a2t & Iaie ol
not iese thar 1% Tirnes Ghe DasSic YaL€ of pal
{for all heurs worked ir excess of 40 hours in
the work week. Sectior 107 of the ACL i ap-
pilcable ve construction worTk and provides
1nal oo laborer or mechenic snell be Treguirat
tc work 1n surroundings or under working
conditions whnlth are uDSEDlLaly, Nazarious
or dzngerous. TheSe regulrelients 0c not
apply v the purchases of s5uDpplies O mAale-

Vilin L LG

rials or articles ordinapily available on the

open rnarket, or GDNITRCcLs 10T LTRNSPOrLATion
OT rznSmission of inuelligence.

§. Righzs to Jnventions Mode Under o Lon-
ract or Agreemeni—Coniraclf or agresments
for the performance of pxperimental, devel-
opmerntzl, or research werk shell provide for
e rigote of tne Feders! Governmeni zLb
tne recipient ic any resaliing 1nventicn in
pecordance with 3% CFE part 401, “Fighus tc
inveniien: Made by Nonprofit Organizations
ané Smell Businese Firme Under Govern-
ment Graznts, Coentracts and Cooperative
AfFreements,’”’ ané any UmpIEILEnting regula-
tions 1ssued 0y {he awarding agency.

€. Ciean A Act (42 U.L.C. 740! et sec.
the

Federal Wuaier FPoliution {omirdi Act {3
U.5.C 1281 el seg), as amended—Coniracls
anf subgradis of amounis v exoess o7
310,000 shall coptmin & provisior thetl e
guires tlle recipient LG agree Lo COMPiy with
all zpplicable standaras, orders Or regula-
sione lssued pursuant tc the Clean Air &ct
142 UE.C. 740 el seg. anG the Federa Waver
Foliution Contro! Act as amendec (30 T.E.C
1251 el sec.). Violations shall be reporiet o
tne Federzl awerdpg agency and the Ee-
gional Oflice of tne Envirehinenta., Trobéc-
LioL Lgency (EPL).

7. Burd Anti- Lobbuing Amcndment {3} U.5.C
52— Contratiors whe apply or bid for
pward ol $10C,000 or more snali file the
guired ¢ervificetion. Bachk Uier cercilies o
tne tier sbove that it will not and Lzg no
used Federa! wppropriated funds Lo pay any
DETSOE O CF
LEMEUDRE W influente &L
1 D) LEENCY. & [EBInbher

of
pr employee 0f Congres:

ol

re-

znization for infinencing or at-
officer or empioves
of Congress. officer
Cr ar ernpioves of &




. 220

mernbey ol JONEress 1n Conhiefttion wiln on

saining any Pederal coptrach, grant or anyv
sener award covared by 31 U.8.C 1352 Bash

wier shall also disclose any lobhying wisth
non-Faderal funds that takes place in con-
wection with obtaining any Federal award.
Such disclosures are forwarded from tler to
tier up to the reciptent.

#. Debarment and Huspension (.08 19
and  13600—a  consract  award  with  an
amount expected {o equal or exceed 325.000
ang certain other contract awards tsee 2 CFR
180.220) snall not be made Lo pariteg listed on
the government-wide Excluded Parties List
avstem, In accordance with the OMB guide-
Vineg at 2 OFR part 180 that implement E.O.5
12549 (3 CFR, 1986 Comp., p. 189) and 12689 (3
CFR, 1980 Comp., p. 235}, "“‘Debarment and
Suspension.'” The Excluded Partias List Sys-
tem contains the names of parties debarred,
suspended, or otherwise excluded by agen-
cles, ag well as parties deglared ineligibie
under statutory or regulatory azuthority
other than B 0. 12549,

{69 FER 26281, May 11, 2004, as amended at 70
R 51879, Aug. 31, 2005]

i
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PARTS 216-219 [RESERVED]

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

Seac.

220.5

220.10
220,16
220.20
220.25
2208.30
220.35

Purpose.
Scope.
Policy.
Applicablliby.
OME responsibilities.
Federal agency responsibllities.
Effective date of changes,

12040 Relationship to previous i{ssnance.

220.45 Informasion cantact.

APFENDDY A TO PART 220—PRINCIPLES FOR DIB-
TERMINING COSTS APPLICABLE TO GRANTS,
CONTRACTS, AND OTHER AGREEBMENTS WITH
EDUCATIONAL INSTITUTIONS

AUTHORITY: 31 U.8.C. 503, 31 U.8.C. 1111 41
7j.5.C. 406: Reorganization Plan No. 2 of 1870;
E.0. 11541, 36 FR 10737, 3 CFR, 1980-1870, p.
939,

gsource: 70 FR 51881, Aug. 31, 2006, unless
osherwise noted.

§220.5 Purpase.

This part establishes principles for
determining costs applicable $o grants,
contracts, and other agreements with
edueational institutions.

68

2 CFR Ch. Il {i-1-06 Edition}

220,10

The principies in this 2 oal with
the subjecl of cost determinacion. and
malkze no attemnt Lo identify the
sumstances or diciate the extent of
ageney and nssitotional parsicipation
in vhe financing of a4 particula %

Scope.

&l

oir-

T project.
Provision far proflt or other increment
ahove cost is outslde the scope of thus
part

§220.15 Policy.

The principles in this part are de-
signed o provide shat the Federa) Gov-
grorment bear its falr share of total
costs, determined in zocordance with
generally accepted accounfing prin-
ciples, except where restricted or pro-
hibited by law. Apgencies are not ex-
pected %0 place additional restrictions
on individual items of cost. The suc-
sessful application of cost accounting
principles requires development of mu-
tiza)l understanding between represent-
atives of educationzl institutions and
of the Federal Government as to their
scope, implernentation, and interpreta-
tion.

§220.20 Applicability,

(a) All Federzal agencies that sponsor
research and development, ftraining,
and other work ab educational institu-
tions shall apply the provisions of AD-
pendix A to this part in determining
the costs incurred for such work. The
principles shall also be used as a guide
in the pricing of fixed price or lump
sum agreaments.

(b) Rach federal azgency that awards
defense-related contracts to a Feder-
ally Funded Research and Development
Center (FFRDC) associated with an
sducational instituticn shall reguirs
the FFRDC to comply with the Cost
Accounting Standards and with the
rules and regulations issued by the
Cost Accounting Standards Board and
set forth in 47 CFR part 99.

$220.25 OMB responsibilities,

OMB is responsible for:

{a} Issuing and maintaining the guid-
ance in this part.

(b) Interpreting the palicy require-
ments in this part and providing assist-
ance L0 ensure effective and efficient
implementation.
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T ™HE HEADT OF LAECUTIVE DEPRRTMENTE RWD ESTEZBELISHMENT

SUBJECT Toet Principles for Non-ProilZt Qrganzzatlons

1 Purpose Thie Cirouler es-ablishes principles for determining coste of
gramts, CORtracts ano other agreemsnts with non-profit organizations. Tt does
not apply To ccolleges and universities which are covered by Office of Managament
and Budget (OMB] Circular B-21, "Cost Principles for Educational Institutions™;
State, 1 ecognized Indian tribal governments Which are

sovered by OME Circular Z-87, "Cost Principles Zox Stale, Local, and Incian
T»ihal Governments"; or hospitals. The principles are designed vo provide that
rhe Federal Government bear its fair share of costs except where restricted or
prohibited by law. The principles do not attempt to prescribe the extent of
cost sharing or matching on grants, contracts, or other agreements. However,
such cos5t sharing or matching shall not be accomplished through arbitcrary
limitations on individuzl cost elements by Federal agencies. FProvision for
profit or other increment above cost i1s outside the scope of this Circular.

u
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ocel, and federally-r
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2. Supersession. This Circunlar supersedes cost principles issued by individual
agencies for non-profit organizations.

3, Applicalility.

2. These principles shall be used by zll Federal agencies in determining
the costs of work performed by non-profit organizations under grants,
cooperative agreements, cost reimbursement contracts, and other contracts in
which costs are used in pricing, administration, or settlement. 211 of these
ipstruments are hereafter referrsd to as awards. The principles do not apply to
awards under which an organization is not required to acceunt to the Federal
Government for actual costs incurred.

b, E11 cost reimbursement subawards (subgrants, subconiracts, etc.) are
subject to thoss Federal cost principles applicable to the particular
crganization concerned. Thus, if & subaward is to 2 neon-profit organization,
this Circular shall apply; if a subaward is to a commercial organization, the

cost principles applicable to commercial concerns shall apply; if a subaward 1is
F T ET

to a college or university, Circular A-21 shall apply; if a subaward 1s to &
State, local, or federsily-recognized Indian tribal govermment, Circular A-E7
shall apply.
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{4 uses its net prozceeds to maintain, improve,
nperations. For thilis purpose, the term "non-profit organization
o

and/or expand 1:is
" excludes i}
al, and fedsrally-

o

colleges and universities; {ii) hospitals; {ill) State, lo
recognized Indian tribal governments; and (iv) those’
non-profit organizations which are excluded from coverage of this Tircular in
accordance with paragraph 5.

b. Prior approval means securing the awarding agency's permission in
advance o 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 cecst requiring prior approval is specified in the budget of an award,
approval of the budget constitutes approval of that cost.

5. Execlusion of some non-profit organizations. Some non-profit organizations,
because of their size and nature of operations, 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 crganizations i1s contained in
Attachment C. Other organizations may be added from time to time.

€. 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. BAgencies shall designate a liaison official to serve as the agency
representative on matters relating to the implementation of this Circular.
name and title of such representative shall be furnished to OMB within 30 day
of the date of this Circular.

The
¥s

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

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

8. Reqguests for exceptions. OMB may grant exceptions 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 into new
awards made after the start of the organization's next fiscal yesar. For
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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ATTATHMENT 2

Circular No. H-1

Ly

of 20shs
. Rezasonable costs
4. Allocable costs
5. hpolicaikle credits
6. Advance undarstandings
7. Conditional exemptions
B. Direct Cosis
C. Indirect CTosts
. 2llocation of Indirect Costs and Determination oI Indirzct Zost Raies
1. fGeneral
2, Simplified alioscation method
2. Multipie ailocation bpase mathod
4, Direct allecation method
5. Special indirect cost rates
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[T ~ .
L. Banlao Jonzidsvations
o Tomposizion of oo e . & avard I3
e al s oviahse direst and alil i andarsct any anp.iiLcan:
factors affeciing allowahle under an
aviard, tosts muast meeT The
a. Be reasonable inr the performance 20 tine award and be sliozabos
tharete under these principles.
b, Conform to any Jimitatlions or axclusions fnrch in these
principises or i the award as Lo tvfes or amount oI cost

2. Be consistent with policies and procsdures that apply uniformiy
to both federally-financed and octher activities of the crganization.
d Be accorded consistent freatment

e, Be determined in accordance with generally accepted accounting

sed to mzet cost

f. Not be includead as or s
lly-financed program in

matching regquiraments of any othear
urrent or a prior period.

g. PBe adequately documented.

3. Reasonable costs. A cost 15 reasonable if, ip its nature or amount,
it does not exceed that which would be incurred by a prudent person undezr the

circumstances prevailing at the time the decision was made to incur the costs.
The question of the reasonableness of spacific costs must bz scrutinized with
of

nartizular care in connection with organizations or separate divisions there
which rec=ive the preponderance of their support. from awards made by Federal
agencies. In determining the reasonableness c¢f a given cost, consideratisn
shall be given to:

Whether the cost is of a type generally rec

a. o}
and necessary for the cperation of the organization or the p
award.

L
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“onie Traom the estakiishied practices oi the
Ty case “he award COSTE.

£ Ellocakle costs
&. L cost is allocable To a partictlar zost objsctive, such as a
grant, contract, project, service, or other activity, in accordance with the
relative Denefits received. 2 cost is allocable to a Federal award i it is
rreated consistently with other costs incurred for the same purpose in l_ke
circumstances and if 1t:

(1) Is incurred specifically for the award.

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

{3) Is necessary to the overall operation oI the organization,
although a direct relationship to any particular cost objective cannot pe shown.

b. &ny cost allocable to a particular award or cther cost objective
under these principles may not be shifted to other Federal awards to overcome
funding deficiencies, or to avoid restrictions imposad by law or by the terms o
the award. ‘

Fh

5. BApplicable credits.

2. The term applicablie credits refers to those receipts, or
reduction of expenditures which operate to offset or reduce expense items that
zre allocable to awards as direct or indirect costs. Typical examples of such
transactions are: purchase discounts, rebates or allowancas, recoveries or
indemnities on losses, insurance refunds, and adjustments of overpayments or
erronecus charge=. To the extent that such credits accruing or received by the
organization relate to azllowable 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 Federel
Government to firance 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 crganization in
determining the rates or amounts to be charged to Federzl awards for services
rendered whenever the facilities or other resources used in providing such
services have been financed directly, in whole or in part, by Fedsral funds.

e. For rules covering program income (i.e., gross income earned
from federally-supported activities) see Sec. _ .24 of Office of Management and
Budget (OMB) Circular 2-110, "Uniform Administrative Reguirements for Grants ang
Agreements with Institutions of Higher Education, Hospitals, and Other Non-
Frofit Organizations.’
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. dozivaple o Seel a writien agrasement Wit
agancy Ln oadvance of the incurrence of sp2cial
4l advance agraement on any element of cost wil
Teasonablenass or aliocability of that element.
N Condizional exempiions.
a. OMB autnorizes conditional sxemption Irom OMB administrative
regulrements and cost principles circulars for certain Fedsral programs with

staturorily-authorized consclidated 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 2xemption.

b. To promote efficiency 1n State and locel program administrazion,
when Federal non-entitlement programs with common purposes have specific
statutorily-authorized consclidated planning and consolidated administrative
funding and whare most of the State agency's resources come from non-federal
sources, Federal agencies may exempt these covared State-administersd, non-
entitlement grant programs from certain OMB grants management requirements. The
exemptions would be from all but the allecability of cests provisions of OMB
Circulars a-87 (Attachment A, subsection C.3), "Cost Principles for State,

Local, and Indian Tribal Governments, ™ AB-21 (Section C, subpart 4), "Cost
Principles for Educational Institutions," and A-122 (Attachment A, subsection
A.4), "Cost Principles for NWon-Prefit Organizations,” and from all of the

administrative reguirements provisions of OMB Circular 2-110, "Uniform
Administrative Requirements for Grants and Agreements with Institutions of
Higher Education, Heospitals, and Other Non-Profit Organizatiens,”" and ths
agencies’ grants managament common rulse.

c. When a Federal agency provides this flexibility. as a
erequisite to a State's exercising this option, a State must adopt its own
itten fiscal and administrative reguirements for expending and acccunting for
1 funds, which are consistent with the provisions of OMB Circular 2A-87, and
tend such policies to all subrecipients. These fiscal and administrative
requirements must be sufficiently specific to ensure that: funds are used in
compliance with all applicable Federal statutory and regulatery provisieons,
costs are reasonable and necessary for opsrating these programs, and funds are
not be used for general expenses required to carry out other responsibilities of
a State or its subrecipients.

{0

B. Direct Costs

1. Direct costs are those that can be identified specifically with a
particular final cost objective, i.e., a particular award, project, service, or
cther direct activity of an organization. However, a cost may not be assigned
to an award as a direct cest 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 thereto. Costs identified specifically with cother final cost

8 .
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crganization indirect costs if they represent activities which (1) include the
sziaries of perscnnel, (2) occupy space, and {3) benefit from the orgarizatacn's
indirect costs.

4. Tne casts of activities pe formed primarily &£ a service To mempers,
cliente, or the general public when significant and necessary to the
organization's mission must be t:eated as direct costs whether or not allowable
and be zllocated an equitakble share of indirsct costes. Some examples of these
types of activities include:

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

b. Froviding services and information to members, legislative or
administrative bodies, ©r the public.

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

d. Mestings and conferences except these held to conduct the
general admiristration of the organization.

e¢. Mzintenance, protection, and investment of specizl funds not
used in operation of the organization.

f. Pdministration of group bemefits on behalf of members or
clients, incliuding life and hospital insurance, annuity or retirement plans,
financizl aid, etc.

C. Indirect Costs

1. Indirect costs are those that have been incurred for common or joint
objectives and cannot be readily identified with a particular final cost
objective, Direct cost of minor amounts may be treated as indirect costs under
the conditions described in subparagraph B.Z. After direct costs have been
determined and essigned directly to awards or other work as approrriate,
indirect costs are those remaining to be gllocated to bensfiting cost
objectives. A cost may not be allocated to an award as an indirect cost 1f any
other cost incurred for the same purpcse, in like circumstances, has been

agsigned to an award as a direct cost.

2. Becszuse of the diverse characteristics and accounting practices of
non-profit organizations, it is not possible to specify the types of cost which
may be classified as indirect cost ip all situations. However, typical examples
of indirect cost for many non-profit crganizations may include depreciatiocn or
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‘. indirect ciassliled wiTnin twWo broad
1

wo.te2s" and on, " "Fazilities" is defined as and

a.lowances on puildings, a2quipment and Zapital improvemsnt e dere

~jated with certain buildings, esguipment and capital ‘mprovements, and
operatiors and maintenance expenses. "ABdministraticn" is defined as general
administration and general expanses such as the director's office, accounting,
personnel, library expenses and all other types of. expenditures not listed
speciflcally under one of the subcategories of "Facilities” [including cros
allocations {rom other pools, where applicable). Sze indirezt cost rate
raporting regquirements in subparagraphs D.Z2.e and D.2.q.
. Allozatiorn of Indarect Costs and Determination of Indizect Cost Rates

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 computaticn of an
indireczt cost rate may be accomplished through simplified allocation procedures,
as described in subparagraph 2.

b. Where an crganization has several major functions which benefit
rom its indirect costs in varying degrees, allocation of indiresct costs may
equire the accumulation of such costs into separate cost groupings which then
are allocated individually to benefiting functions by means of a base which best
measures the relative degree of benefit. The indirect costs allocated to e=ach
function are then distributed to individual awards and other activities incliuded
in that function by means of an indirect cost rate(s).

th

H

c. 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 effort it devoitss

to such activities as fundraising, public information and membership activities.

d. Specific methods for alleocating indirect cests and computing
indirect cost rates along with the conditions under which sach method should be
used are described in subparagraphs 2 through 5.

e. The base period for the allocation of indirect costs is the
period in which such costs are incurred and accumulated for zllocation 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
ineguities in the allocation of the costs.

2. Simplified allocation method.

a. Where an organization's major functions benefit from its
indirect costs tc approximately the same degree, the allocation of indirect
costs may be accomplished by (i} separating the crganization'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
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) Botrn the direct zoste ancd tThe ingdlrect costs shzll exclude
capital expenditures and unellowable costs. However, unzliowable <osiLs which
represent a t e ipncludecd 2n The direct costs under ths sonditions
described - 3

€. The distribution base may be Toral direct costs f(excluding
capitel expenditures and other distorting items, such as major subcontracts or
supgrantel, direct szlaries and wages, or cther base which results in an
equitalble distribution. The distribution base shall generally exclude
perticivant support costs as defined 1in paragraph 2Z of Attachment E.

¢. Except where & special rate(s] 1s reqguired in accordance with
subperagraph 5, the indirect cost rate developed under the above principles-is
applicable to all awards at the organization. If =z special ratels) is reguired,
appropriate modifications shall be made in order to develop the special ratels).

e, For an organizaticn that receives more thap $10 million in
Federal funding of direct costs in a fiscal year, a breakout of the indirect
cost component into twe broad categories, Facilities and Administration as
defined in subparagraph C.3, is regquired. The rate in each cese shall be stated
as the percentage which the amount of the particular indirect cost category
(i.e., Facilities or Administraticn) is cof the distributicn hase identified with
that category.

3. Multiple allocation base method

a. General. Where an organization's indirect costs bensfit its
major functions im varying degrees, indirect costs shall be accumulated inte
seperate cost greoupings, &5 described in subparagraph L. Each grouping shall
then be allocated individually to benefitring functions by means of a base which
best measurss the relative benefits. The default allocation bases by cost pool
are described in subperagraph c.

b. Identification of indirect costs. Cost groupings shall be
established so 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 i
terms of the z2llocation base which best measures the relative benefits provided
to each function. The groupings are classified within the twg broad categories:
"Facilities™ and "Administration,” as described in subparagraph C.3. The
indirect cost pools are defined as follows:

(1) Depreciation and use zllowances. The expenses under this
heading are the portion of the costs of the organization's buildings, capital
improvenents to land and buildings, and eguipment which are computed in
accordance with peragraph 11 of Attachment B ("Depreciaticn and use
zllowances™)

ATTACHMENT .V
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{37 Operastion and maintsnancte =2xpsnses.  The expenses ander
heading are Thoss that have been incurred for The administration,

.an, me.ntenancs, prassrvation, and protection of the organization's
ohysazal plant.  They inciude expenses nermeily incurred for such items as
SR Lal and utility services; reped d or y or normal alteratisns of
puilidings, furniture and eguipment ro mzintenance and operailon
of buildings and other plant Iac i :arthquaks and disaster
preparedness; environmental safe W disposal; property,
liabilisy and sther Lnsurance re space and capital leasing;

facility planning and management; and, zentral receiving. The operatio
maintenance expenses category shall also include its allocable share of fringe
ceneflit costs, depreciation and use allowances, and interest costs.

A
)

(4) General administration and general expenses. The expenses
under thisz heading are those that have bzen incurred for the overall general
executive and administrztive offices of the organization and other expenses of a
general nature which do noct relate solely tc any major function of the
organization. This category shall also include its allocable share of fringe
benefit costs, operation and maintenance expense, depreciation and use
allowances, and interest costs. Examples of this categery 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 develcping this cost pool, special care should bes exercised to 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, project supplies, project publication, telephone toll charges,
computer costs, travel costs, and specialized services costs shall be treated zs
direct costs wherever identifiable to a particular program. The salaries and
wages of administrative and pooled clerical staff should normally be trezated as
indirect costs. Direct charging of these costs may be appropriate where a major
project or activity explicitly requires and budgets for administrative or
clerical services and other individuals involved can be identified with the
program or activity. Items such as office supplies, postage, local telephocne
costs, periodicals and memberships should normally be treated as indirect costs.

c. Allocation bases. Actual conditions shall be taken into acccunt
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 is 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 logic and reason, where neither the cause nor the eifect of the
relationship is determinable. When an allcocation can be made by assignment of a
cost grouping directly toc the functicen benefited, the allocation shall be made
in that menner. When the expenses in a cost grouping are more general in nature,
the allocation shall bhe made through tbe use of a selacted base which produces
results that are eguitable to both the Federal Government and the organization.
The @istribution shall be made in accordance with the bases described herein
unless it can be demcnstrated 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

ey e e e >,
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10 LEDreclatlion and usSe ALiOWENCES Depreciztion and uss
slliowances eypenges sra ! be alloczred in “he fcllowing menns:
fa) Depreciarion or wse allowances o0 bUllCInGS usec
t of g i o ’ Lmprovementes and

‘L) Depreciation or use zlleowances on buildings used for
mcre Tnan one functien, and on capital improvements and egquipment used Ln sSuch
buildings, shall be zlilo i functions performed irn =ach
building on the basis of usavble sgquare feet of space, excluding common areas,
such 2= hallways, steirwslls

reciation or use allowances on buildings, capital
ted space (e.g., individual rooms, and
vre than one function (as determined by the users

improvemants and eguipment r
leboratories) used joimtly by m
cf the space} shall be treat

& follows. The cost ¢f each jointly used unit
of space shall be allocated t

he benmefitting functions on the basis of:

f{i) the employees and other users on & full-time
egquivelent {FTE) basis or salaries and wages of theose individual functions
benefitting from the use cof that space; or

ation-wide employee FTEs or salaries

rgani
ng functions of the organization.

i1)
and wages applicable to the be efitti
id) Depreciation or use allowances on certain capital
improvements to land, such as paved parking areas, fences, sidewalks, and the
like, not included in the cost of buildings, shall be allocated to user
categories on a FTE besis and distributed to major functiens in proportion to
the salaries and wages of all employees applicable to the functions.

{2y Interest. Interest costs shall be ailocated in the same
manner azs the depreciation or use allowances on the buildings, sguipment and
caplital equipments to which the interest relates.

{3} Operaticm and maintenance expenses. Operation and
meintenance expenses shall be allocated in the same manner as the depreclation

and use allowances.

{4} Gemneral administration and general expenses. General
admiristration and general expenses shall be allocated to benefitting functions
based on modified total direct costs (MTDC), &s described in subparagraph D.3.1.
The expenses included in this category could be grouped first according to majoT
functions of the organization to which they render services or provide benefits.
The zggregate expenses of each group shall then be allocated to benefitting
functions based on MTDC, :

d. Order of distribution.

Indirect cost categories consisting of deprec;at*on and
T eral

J
use allowances, interest, operation and maéintenance, and ges administration
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{2, Mormaiiy, an indirezt cost category wil: :

cl=wsed once it has beasn allocated to other cost objectivesz, and costs shell not
ne muhseguan=ly allocated to it. However, a cross allocation of costs between
TwWeo X move iundirsact coste categories could be used 1P such zllocaction wilil
re2sull in a more sguizable allocaticn of costs. If a cross allozation is used,
an appropriate modification to the composifion oi the indirzct cost Categorlies
Inorequired.

2. Ppplication of indirect cost rdate or rates. Except where a

speclal iLndirect cost ratei{s) is required in accordance with subparagraph D.%,
the separate groupings of indirect costs allocated to zach major function shall
2 aggregated and treated as a commen pocel for that function. The cosis in the
common pool shall then be distributed to individual awerds included in that
function py use of a single indirect cost rate. '

f. Distribution basis. Indirect costs shail be distributad to
applicable sponscored awards and other benefitting activities within each major
function on the basis of MTDC. MTDC consists of all salaries and wages, fringe
banefits, materials and supplies, services, travel, and subgrants and
subcontracts up te the first £25, 000 of each subgrant or subcontract {regardless
cf the period covered by the subgrant or subcontract). Eguipment, capital
expenditures, charges for patient care, rental costs and the portion in excass
of 525,000 shall be excluded from MTDC. Participant support cests shall
generally be ezcluded from MTDBC. Other items may only be excluded when the
Federal cost cognizant agency determines that an exclusion is necessary to aveid
a2 serious inequity in the distribution of indirect costs.

g. Individual Rate Components. An indirect cost rate shall be
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
developmant of the rate for szach indirect cost pocl as well as the overall
indirect cost rate. The indirect cost pools shall be classified within two
broad categories: "Facilities" and "Administraticn," as describesd in
subparagraph C.3. '

4. Direct allocation method.

a. Some non-profit organizations treat all costs as direct costs
except general administration and general expéenses. 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). Joint costs,
such as depreciation, rental costs, operation and maintenance of facilities,
telephone expenses, and the like are prorated individually as direct costs to
each category and to each award or octher activity using a base most appropriate
to the particular cost being prorated.

b. This method 1s acceptable, provided =ach joint cost is prorated
using a base which accurately measures the benefits provided to sach award or

b
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= Specizl indarect cost retes. In some instances, & cingle indirect
~ost rate for all activities of an organization or for each mejor function of
The organization may NoT be appropriate, 1nce it would not tske into account
those different factors which may substantially affect the indirect costs
applicable to 2z particu lar segment ol work. Por :rl purpose, & particular
segment of work may be that performed under a single award or 1t may consist of
work under a group of awards performed in a common envircmment. These Iactors

may include the physical leocation of the work, the level cof administrative
support required, the nature of the facilities or other resocurces employed, the
scientific disciplines or technical skills involved, the organizational
arrangements used, or any combinaticn thereof. When a particular segment of
work is performed in an environment which appears to generate a significantly
different leval of indirect costs, provisions should be made for a separate
indirect cost pool applicable to such work. The separate Iindirect cost pool
should be developed during the course of the regular allocation process, and the
separate indirect cost rate resulting therefrom should be used, provided 1t is
determined that (i) the rate differs significantly from that which would have
been cbtained under subparagraphs 2, 3, and 4, and (ii) the volume of work to
which the rate would apply is material.

E. Negotiation and Approval of Indirsct Cost Rates

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

a. Cognizant agency means the Federal agency responsible for
negotiating and approving indirect cost rates for a non-profit organizaticn on
behalf of all Federzl agencies.

h. Predetermined ~ate 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 to be incurred duriag the pericd., A
predetermined rate is not subject to adjustment.

¢. Fixed rate means an indirect cost rate which has the same
characteristics as s predetermined rate, except that the difference between the
estimated costs and the actual costs of the period covered by the rate is
carried forward &s an adjustment to the rate computation of a subseguent period.

d. TFinal rate means an indirect cost rate applicable to a spec
pest period which is based on the actual costs of the period. A final rate is
net subject Lo adjustment.
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Z. MNegotiation 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 negotiaticon and
approval of the indirect cest rates and, wherz necessary, other rates such as
fringe benefit and computer charge-out 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-iferm shift in the dollar volume of the

Federal awards to the organization. All concerned Federal agencies shall be
given the opportunity to participate in the negotiation process put, after a
rate has been agreed upon, it will be accepted by all Federal agencies. Whan a

Federal agency has reason te believe that special operating factors affecting
its awards necassitate special indirect cost rates in accordance with
subparagraph D.5, it will, prior to the time the rates are negotiated, notify
the cognizant agency. '

p. A non-profit organization whizh has not previously established
an indirect cost rate with a Federzl agency shall -submit its initial indirect
cost proposal immediately after the organization is advised that an award will
be made and, in no svent, later than three months after the effsctive date of
the award.

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

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

e. Fixed rates may be negotiated where predetermined ratzs are not
considered appropriate. & ifixed 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-Federal work at the organizaticon is too erratic to permit an equitable
carry-forward adjustment; or {iii) the organization's operations fluctuate
significantly from year to year.

f. Provisional and final rates shall be negotiated where neither
predetermined nor fixed rates are appropriate.
P Tarre b e s e e —— .
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Gains and losses on depraciable assets
Goods or services for parsonal use
18528
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Housing and personhal 11vmng n/pe
Idle fFacilities and idle capacity
Insurance and indemnification
Interest

Labor relations costs

Lobbying

¥4

Losses on other sponsored adreements or contragts
Maintenance and repalr costs

Materials and supplies costs

Meetings and conferences

Memberships, subscripticons, and professional activiiy costs

Organization costs

Page charges in professional Jjournals

Participant support costs

Patent cOSts

Plant and homeland securitfy costs

Fre-agreement costs

Professional services costs

Publication and printing ccst

Rearrangement and alteration costs

Reconversion costs

Recruliting costs

Relocation costs

Rental costs of buildings and sguipment

Royalties and other costs for use of patents and copyrights
Selling and marketing

Specialized service facilities

Taxes

Termination costs applicable to sponsored agresments
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L. Adverilising and public

a. The term advertising costs means the costs of adveriising media and
corollary administrative costs Advertising media inziude macazines,
newspapers, racdio and television, direct mail, 2xhipits, elzcironic or commuts:

transmittals, and the like.

. The term public relations includes communiity relations and means those
activities dedicated to maintaining the image of the non-profit organization or
maintaining or promocting understanding and favorable relations with the
community or public at large or any segment of the public.

c. The only &llowaple advertising costs are thoss which are soleliy

{1) The recruiiment of personnel reguired for the performance by the
non-profit organization of obligations arising under a Fade award {S5ee alsc
ttachment B, paragraph 41, Recruiting cos:tis, and paragraph elocution
costs);
2} The procurzment of goods and services for tne performance of a

{3) The disposal of scrap or surplus materials acquired in the
formance of a Federal award except when non-profit orqanizations 2
eimbursed for disposal costs at a predetermined amount; or

5]
[ 1

=

(4} Other specific purposes necessary [0 me2et the requirements of
the Federal award.

d. The only allowable public relations costs are:

{l) Costs specifically regquired by the Fedsral award;

(2) Costs of communicating with the public and press pertaining %o
activities or accomplishments which result from performance of Federal

(4
(these cosis are considered necessary as part of the outreach effort for
eral awardl; or

specifi
awards
the Fed

{3) Costs of conducting general liaison 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.

20 ATTACHMENT D ...........
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Zostes of meerings, conventions, convocations, or other events

]
relegved T other activities of the nor-profit crganization, including:
fz) Costs of displeys, csmonstrations, and exhibits;

osts of meeting rooms, hospitality suites, and other
onjuncticon with shows and other specizl events; and

{c) Szlaries and wages of emplovees engaged in setting up and
displaying exhibits, making demonstrations, and providing briefings;
(3} Costs of promoticnal items and memerabiliz, Including models,

5
gifts, and souvenirs;

{4) Costs of advertising and public relatione designed sclely to
promote the non-profit organization.

Z. hdvisory Councils

Costs incurred by adviscry councils or committees are zllowable as a direct cost
where autheorized by the Federal awarding agency or as an indiresct cost whers
alloceble to Federal awards.

J. Rlcoholic peverages. Costs of aleconolic beverages are unzllowable.

4. Audit cosis and related services

a The costs of audits reguired by , and performed in accordance with, the
Single Audit Act, as implemented by Circular A-133, "Audits of States, Local
Governments, and Non-Profit Organizations” are allowable. RElsc see 31 USC
7505(k) and section 230 {™Audit Costs”} of Circular A-133.

b. Other audit co
proposal, or if sp
an award,

owable if included in an indirect cost rate

sts are ail
eC ly approved by the awarding agency a&s a direct cost to

5
ifical

c. The cost of agreed-upon procedures engagements to moniter sSubrecipients who
are exempted from A-133 under section 200{d] zre allowable, subject to the
conditions listed in B-133, section 230 (b) (2}.

e
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a gancding costs arise when the Federzl Government reguires as
againsT financial 1loss to izseilf or others by rzzson of The act or d
wne non-proflt organization., They arise also In instances where Thez
Grgarnssation regulres similar assurance. Inciuded are such bonds as bid,
performance, paymeni, advance bDaiyment, infringement, and fidelity honds.

. Zosts of bonding reguired pursuant to the Terms cof the award are
allowablie.

=, CZasts of bonding rezquired by the non-profit organization in the
general conduct of its operations are allowable to the extent that such bonding
i3 in accordance with scund business practice and the rates and premiums are
reasonable under the circumstances.

. Communication costs. {osts incurred for telephone services, local and long
distance telsphone calls, telegrams, postage, m95591ger, electronlc &r computer
transmittal services and the like are allowable.

8., Compensation for personal services.

a. Definmition. Compensation for perscnal services includes all
compensation paid currently or accrued by the organization for services of
gmplovees rendered during the period of the award (¢xcept as otherwise provided
in subparagraph n). It includes, but is not limited to, salaries, wages,
director's and sxecutive committee member's fees, incentive awards, fringe
beneficts, pension plan costs, allowances for off-site pay, incentive vay,
location allowances, hardship pay., and cost of 1iving differentials.

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

-t
~y
D

{1} Total compensation to individual employees is reascnable for
services rendered and conforms to the established policy of the ocrganization
consistently applied to both Faderal and non-Federal activities; and

{2) Charges to awards whether treated as direct or indirect costs
are detzrmined and supported as rsquired in this paragzaph.

c. Reasonableness.

{1} When the organization is predominantly engaged in activities
other than those sponsored by the Federal Government, compensation for employees
on federally-spensored werk will bes considered reasonable to the extent that it
is consistent with that peid for similar werk in the organization's other
activities.

{2) When the organization is predeminantly 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 cother activities,

- 22 o
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2} Any change in an organlzation's compensation policy resulti
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& substantial increase in the organization's level of compensation, particn
when it was concurrent with an increase in the ratic of Federzl awards to o
dgctivities of the organization or any change in the treatment of allowab
specific types of compensation dus teo changes in Federal policy.
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e. Unallowable coste. Costs which are unallowable under other para
of this Attachment shall not be zliowable under this paragraph sclely on t
basis that they constitute personal compensation.

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

{1} When necessary to cope with emergencies, such zs those resulting
from accidents, natural disasters, breakdowns of eguipment, or occasionzl
operational pottlenecks of a sporadic nature.

]
1]

(2] When employees are performing indirect functions, such
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) Whep lower overall cost to the Fedsral Government will result.
g. Fringe benefits,

{1} ¥ringe bemefits in the form of regular compensation paid to
empioyees during periods of authorized absences from the job, such as vacation
leave, sick lesave, military leave, and the like, are allowable, provided such
costs are absorbed by 2ll organization activities in proportion to the relative
amount of time or effort actually devoted to each.

{Z) Fringe henefits in the form of employer contributions or
expenses for socieal 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 policles. Such benefits whether treated as indirect costs or as
direct costs, shall be distributed to particular awerds and other activities im

23 ATTACHMENT Do,
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Y oThat the provisions raprasent reasonable estimates of the liapilizies Jor
such compensation, and “he types of coverage, extent of coverags, and rates and

premiums wouid have meen allowable had insurance been purchased o Zover ths

g Howaver, provisions for self-insured liabilitzies which do not become

for more than one year after the provision is made snall not sxczed

¥

value of the liabilit

(b} Where an organization follows a consistent policy of
expansing dctual payments te, or on bhehalf of, employees or former empioyees fox
unemployment compensation or workers' compensation, such payments are allowable
in the year of payment wich the prior approval of the awarding agsency, provided
they are allocated to all activities of thne organization.

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

h. Organization-furnished automcbiles. That portion of the cost of
organization-furnished automobiles that relates to personal use by employees
{including transportation to and from work) is unmallowable z2s fringe benefit or
indirect costs regardless of whether the cost is reported as taxable income to
the employees. These costs are allowable as direct costs to sponsored award
when necessary for the performance of the sponsorsd award and approved by

awarding agencies.
i. Pension plan costs.

11) Costs of the organization's pension plan which are incurred in

accordance with the established policies of the organization are allowable,
provided:

{a} Such policies meet the test of reasconablemess;
{b} The methods of cost alleocation are not discriminatory;

(c}) The cost assigned to each fiscal year is determined in
accordance with generally accepted accounting principles (GAAP}, as prescribed
in Bccounting Principles Board Opinion No. 8 issuved by the American Institute of
Certified Public Accountants: and

{d) The costs assigned to a given fiscal year are funded for
all plan participants within six months after the end of that year. However,
increases to normal and past service pension costs caused by a 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 pursuwant to the

Employee Retirement Income Security Act (ERISA) of 1974 (Pub. L. 93~408) are
allowable., Late payment charges on such premiums are unallowable,

-
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} glse commonly referred te as dismisszal wages, iz
& peyment in addition to regular saiaries and wages, by o:ganizations to workﬁrs
whese employment is being terminated. Costs of severance pay ar
to the extent tha*t in each case, it 1s reguired by

law,

=Y

(b) employer—employee agreement,

‘ci established policy that constitutes, in effect, an implied
agreement on the organization's part, or

{d} circumstances of the particular employment.

{2} Costs of severance paymenis are divided into two categcries as
follows:

{a) Actuel normal turnover severance payments shall be
zllocated to 211 activities; or, where the organization provides for & reserve
for normal severances, such method will be acc&ptable if the charge to current
cperations is reasonable in light of payments actuazlly made for normal
severances over a representative past period, and if amounts charged are
zllecated to all activities of the crganization.

{b) Abnormzl or mass severance pay is of such a conjectural
nature thet measurement of costs by means of an accrual will mot achieve equitly
tc both parties. Thus, accruals for this purpose are not allowable. However, the
Fedaral Government recognizes its obligstion teo participate, to 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 cccurrence.

{c) Costs incurred in certain severance pay packages (commonly
known &5 "z golden parachute" payment) which are in ap amcunt in excess of the
normal severance pay paid by the orgamnization to an employee upon termination of
employment and are paid to the employee contingent upon & change in management
control over, or ownership of, the organization's assets are unallowable.

{d) Severance payments to foreign nztionals employed by the
organization cutside the United States, to the extent that the amount exceeds
the customary cor 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.

(e) Severance payments to foreign nationzls employed by the
crganization outside the United States due t0o the tTermination of the foreign
netional as a result of the closing of, or curtailment of activities by, the
organization in that country, are unzlliowable, unless they are necessary for
performance of Federazl programs and approved by awarding agencies.

t
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m. Jupnort of salarias and wages.

i Thearyes <o awards Zor salariss and wages, wheiner trsated 25
G.orest Tos3ts 5r indirect costs, we be based orn documented gpavrolls approved b
4 resnponzible oificialls) oi the "Vga nizatcion. The distribution 2f salariszs and
Wages to aveards must be supported by personnel actlvity reports, as prescribed
i subparagraph (2), eXcept when & substitute systiem has been approved ir
writing Dy the cognizant agency. !See subparagraph E.2Z ¢f AtZachment A.)

‘2. Repor:s bution of activity of each emplionyas
must be maintained for a fessionals and nonprofess.onal:s
whose compensation is charx part, directly to awards. In

addition, in order to support the allocation of indirect costs, such reports
mis. also be maintained for other emplovees whose work involves two or mere
funztions or activities if a distributicon of their compensation betwean such
functions or activities 1ls needed in the determination of the crganization's
indirect cost rate({s} {e.g., an employee engaged part-time in indirect cost
activities and part-time in a direct function). Reports maintained by nen-
profit organizations to satisfy these requirements must meet the following

standards:

() The reports must reflect an after-the-fact determin
of the actual activity of each employee. Budget estimates (i.e., estimat
determined before the services are performed) do mot qualify as support f
charges to awards.

(b} Each report must account for the totftal activity for which
employees are compensated and which is required in Zulfillment of their
obligations to the organization.

{c1 The reports must be signed by the individual employge, or
by a responsible supervisory official having first hand knowledge of the
activities performed by the employee, that the distribution of activirty
represents a reasonable estimate of the actual work performed by the zmployez
during the pericds covered by the rsports.

{d} The reports must be prepared at least monthly and must
coincide with one or more pay periocds.

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

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

5. Contingency provisions. Contributions to a contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold

ATTACHMENT ).
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y Conviction, as used nerein, means & judgment or & conviction of
ense by any court of competent jurisdiction, whether entered upon
r a plea, including a conviction due to & plea of nolo contendere.

L R

& criminzl of
ag & verdict o

(Z)y Costs include, but are not limited fo, admanistirative an
clerical expenses; the cost of legel services, whether performed by
private counsel; and the costs of the services of accountants, consu
others retained by the organization teo assist it; cests of employees,
and trustees, and any similar costs incurred before, during, and after
commencement of a judicial or administrative proceeding that bears a direct
rszlationship to the proceedings.

[EEE
ot

(3} Fraud, a5 used nerein, means (i} acts of fraud corruption or
attempts to defraund the Federal Government or to corrupt its agents, (ii) acts
that constitute a cause for debarment or suspension (as specified in agency
regulations), and (iii} acts which viclate the False Claims Act, 21 U.5.C.,
sections 3729-3731, or the Anti-Kickback Act, 41 U.5.C., sections 1 and 54,

{4} Penzlty does not include restitution, reimbursement, or
compensetory damages.

(5} Proceeding includes an investigaticn.

b. (1} Except as otherwise described herein, costs incurred in
connection with any criminzl, civil or administrative proceeding (including
filing of s false certification) commenced by the Federal Government, or =z
State, local or foreign government, are not allowable if the proceeding: (1)
relates to a violationm of, or failure to comply with, a Federal, State, local cr
foreign statute or regulation by the organization (including its agents and
employees), and (2) results in any of the fellowing dispesitions:

{z) In a criminal proceeding, a conviction.

in & civil or administrative proceeding involving an

[sh
or eimilar misconduct, a determination of organizational

-
!

allegation of fraud

liability.

lc) In the case of any civil or administrative proceeding, the
impositicn of a monetary penalty.

icial to

{¢) A final decision by an appropriate Federal fi
to terminate

o
debar cor suspend the organization, to rescind or veoid an award, or
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2. 1% more than one procsc ng involves Ine same alleged
m.soondoust, the costs of all such proceedings shall be unallowable i any ong of
Lham rosus s wn one of the dispositions shown in subparagraph b. (1) .

t. T 2 proceeding r=fer
Federal Government and Ls resol 1L
agreamaent entered into py the o ral Govarnmeni, then ~he
costs lncurred by the organization in connection with such proceedings that ars
otherwise not allowable under subparagraph b may be z2llowed to the extent
specifically provided in such agreement.

ed To in subparagraph b 15 commenced by the
2 DUlsuant Lo oan

d. If a proceeding referred to in subparagraph b is commenced by & State,
local or foreign government, the authorized Federal official may allow the costs
incurred by the organization for such proceedings, if such avthorized official
determines that the costs were incurred as a result of {1) a specific term or
condition of a federally-sponscred award, or {2} specific written directicn of
an authorized official of the sponsoring agency.

2. Costs incurred in connection with proceedings described in
subparagraph b, but which are not made unallowable by that subparagraph, may be
allowed by the Federal Government, but only to the extent that:

{1y The costs are reasonable in relation to the activities required
to deal with the proceeding and the underlying cause of actions

(2} Payment of the costs incurred, as allowable and allocable costs,
is not prohibited by any other provision(s) of the sponscred award:

{3) The costs are not otherwise recovered from the Faderal
Government or a third party, either directly as a result of the proczeding o
otherwise; and,

{4) The percentage of costs allowed does not exceed the percentage
determined by an authorized Federal official tec be appropriate, considering the
complexity of the litigation, generally accepted principles governing the award
of legal fees in c¢ivil 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 c has explicitly
cmonsidered this 80 percent limitation and permitted a higher percentage, then
the frll 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 employess or ex-employees under section 2 of the Major
Fraud Act of 1988 (Pub. L. 100-700), including the cost of 21l relief necessary
to malke such employee whole, where the organization was found liable or settled,
are unallowable.

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

o, Y
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Federal Government may provide for conditional payment upon provision of
adequate security, or other adequate assurance, and agreemsnts by the

o repay all unellowable costs, plus interest, 1f tThe costs are

-

i Depreciaticon and use allowances.

a. Compensation for the use of buildings, cther capital improvements, and
eguipment on hand may be made through use allowance or depreciation. However,
except as provided in Attachment B, paragraph f, & combination of ths two
methods may not be used in connection with & single class of fixed assets {e.g.,
buildings, ¢ffice eguipment, computer eguipment, etc.).

b. The computation of use zllowances or depreciaticen shell be based on the
acguisition cost of the assets involved. The acquisition cost of an asset
donated to the non-profit organization by a third party shalil be i fzir market
value at the time of the donation.

¢. The computation of use allowances or depreciation will exclude:
{1} The cost of land;

(Z) Eny portion of the cost of buildings and egquipment borne by or
donated by the Federal Government irrespective ¢f where title was criginally
vested or where it presently resides; and

{3) any portion of the cost of buildings and eguipment contributed
by or for the non-profit organization in satisfaction of a statutory matching
regulrement.

d. Where depreciation method is followed, the pericd of usetful service
fuseful 1ife) established in each case for usable capital assets must take into
consideration such factors as type of construction, nature of the eguipment
used, technologicezl developments in the particular program area, and the renewal
and replacemsnt policies followed for the individual items cor classes of assets
involved. The method of depreciation used to assign the cost of an asset (cr
group of assets) to accounting periods shall reflect the pattern cof consumption
of the asset during i1ts useful life.

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

Depreciation methods once used shall not be changed unless approved 1n advance
by the cognizant Federal agency. When the depreciation method is introduced for

2
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£. When the depreciation method is used for & particular class of assets,
no depreciation may be allowed on any such assets that, under subparagraph d,
would be viewed as fully depreciated. However, a reasonable use allowance may

i
e negotiated for such assets if warranted after taking into consideration the
amount of depreciation previously charged to the Federal Government, the
estimated useful life remaining at time of negotiation, the eifect of any
incrzased maintenance chnarges or decreased efficiency due to age, and any other
factors pertinent to the viilizetion of the asset for the purpose contemplated.

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

The use alliowance for egquipment will be computed at an annual rate not exceeding
siz 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 {e.g., plumbing system, heating and air conditicning,
etc.) cannot be segregated from the building's shell,

The tvo percent limitation, however, need not be applied to eguipment which is
attached or fastened to the building but not permanently fixed to it and
is usad as furnishings or decorations or for specialized purposes (e.g.

st chairs and dental tre=atment units, counters, laboratory banches bolte

2 floor, dishwashers, modular furniture, carpeting, etc.). Such equipmen

will be considered as not being permanently fixed to the building if it can b

h
c

0o~

ot

removed without the need for costly or extensive alterations or repairs to t
building or the egquipment. Eguipment that meets these criteria will be subje
to the 6 2/3 percent eguipment use allowance limitation.

(]

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

12. Donations and contributions.

a. Contributions or donations rendered. Contributions or dorations,
including cash, preoperty, and services, made by the organization, regardless of
the recipient, are unallowable.

b. Donated services received:

ATTACHMENT 'S
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{Z:The vaiue of donated servizces utilized in the perfcrmance of a
direcT Zost activity shell, when meterizl Lr emount, be considered in the
de-ermanation of the non-prof:t orgénifaetion’'f Indirect CoSts oX ratels) ana,
accerdingly, shall pe zllocated 2 proportionate share of applicable indirect
custies whel zhe fcllowing exist:

{z) The aggregate value of The services is meterizl;

(b} The services are supported by a signifiicant amount of the
indirect costs incurred by the non-profit corganizaticn; and

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

0 basis for determining the

{3} In those instances where there is n
cipient and the cognizant

fgir market velue of the services rendered, the re
agency shall negotiate an appropriate ailocation of indirect cost to the
SErViICES5.

{4) Where donated services directly benefit az project supported by
an award, the indirect costs allocated to the services will pe considered as a
part of the total costs of the preject. Such indirect costs may be reimbursed
under the award or used te meget cost sharing or matching requirements.

(5) The value of the donated services may be used to mest cost
sharing or matching reguirements under conditions described in Sec. .23 of
Circular £-110. Wnere donated services are treated as indirect costs, iIndirect
cost rates will separate the value of the donations s0 that reimbursement will
not be made.

c. Donated goods or sSpace.

(1) Donated goods; i.e., expendable persconal property/supplies, and
donzted use of space may be furnished to a non-profit orgamizatien. 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 meet cost sharing or
rmatching share requirements under the conditions described in Clrcular A-110.
Where donatiorne 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 ccstis.

L,
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o, Lguipment and other capital expenditures.

a. For purposes of this subparagraphk, the following definitions apply:

(1) "Capital Ezpenditures” mearns expenditures for the acguisizion
cost of capital assets (eguipment, buildings, land), or expenditures to make
improvements to capital assets that materially increase their value or useful
life. Acguisition cost means the cost of the asset including the cost to put it
in place. Acquisition cost for equipment, for example, means the net invoice
price of the =zguipment, iIncluding the cost of any modifications, attachments,

@2ssories, or auxiliary apparatus necessary to make it usable for the purpose
for whizh it is acguired. Ancillary charges, such as taxes, duty, protective in
transit insurance, freight, and instailation may be included in, or eicluded
from the adacquisition cost in accordance with tThe non-profit organization's

regular accounting practices.

(2) "Eguipment" means an article of nonexpendable, tangible pzrsonal
praoperty having a useful life of more than one year and an acquisition cost
which egquals or exceeds the lesszr of the capitalization level established by
the non-profii organization for financial statement purposes, or $5000.

{3} "Special purpose egquipment” means equipment which is used only
for research, medical, scientific, or other technical activities. Examplzs of
special purpose eguipment include micrescopes, x-ray machines, surgical
instruments, and spectromeiers, ‘

{4) "“General purpose equipment” means sguipment, which is not
limited to research, medical, scientific or other technical activities. Examples
include office equipment and furnishings, modular offices, tzlephone networks,
information technology =guipment and systems, alilr conditioning sguipment,
reproduction and printing equipment, and motor vehicles.

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

e, et
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{4} When approvad as
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'} Eguipment and cther capital expenditures zre unzllowable as
indirect co However, see Lttachment B, paragraph 11., Depreciation and ussg
zllowance, rules on the allowability of use allowances or depreciation on
buildings, capitel improvements, and egquipment. Alsc, see Attachment B,
paragraph 43., Rental costs of buildings and equipment, for rulss on the
zllowability of rental costs for land, buildings, and eguipment.

0]

T
or

-+

{6} The unamortized portlon of any eguipment written off as a result
of & change in capitalization levels may be recove?ed by continuving te claim the
otherwise azllowable use zllowances or depreciation on the eguipment, or by
amortizing the amount to be written off over a period of yesars negotiated with
the cogrizant agency.

i6. Fines and penzlties. Costs of fines and penalties resulting from
violations of, or failure of the organizatiom to comply with Federal, State, and
local laws and regulations are unallowable except wnen incurred as a result of
compliance with specific provisions of an award or instructions in writing from
the awarding agency.

17. Fund reising and investment management costs.

&. Cos:ts of crganized fund rzising, including financizl campaigns,
endowment drives, sclicitation of gifts and beguests, and similar expenses
incurred sclely to raise capiteal or cbtain contributions are unallowable.

D. Costs of investment counsel and staff and similar expenses incurred
solely %o enhance income from investments are unallowable.

c. Fund raising and investment activities shall be allocated an
appropriate share of indirect costs under the conditions descri ibed in
subparagraph B.2 of Attachment B.

18. Gains and lcsses on depreciable assetis.

a. i1} Gzins and losses on sale, retirement, oI other disposition of
depreciable pr operty shall be included in the year im which they occur as
credits or charges to cost groupingls) zn which the depreciation applicable to

- ’ N
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{a) The gain or 123s is prozessed through @ depreciation
announ- angd 1s reflectzd in the depreciation allowabkle under paragraph :l.

‘i The property is given in 2xchange a2z part of the purchase
price of g similar item and the gain or loss is taken ipto agcount in
determining the depreciation cost basis of the new item.

fo) B loss results from the failure to maintain permizsible
insurance, sxcept as otherwise provided in Attachment B, paragraph 22.

{d) Compensation for the use of the property was provided
through use allowances in lieu of depreciation in accordance with paragraph 2.

fe} Gains and lesses arising from mass or extraordinary salés,
retirements, or sther dispositions shall be considered on a case-by-case basis,

b. Gains or losses of any nature arising from the sale or exchange of
property other than the property coverad in subparagraph a shall be excludad in
computing award costs.

19. Goods or sarvices for personal use., Costs of goods or ssrvices for
personal use of the organization's employess are unallowakble regardless
whether the cost is reported as taxable income to the smployvees.

ot

20. Housing and personal living expenses.

a. Costs of housing {e.qg., depreciation, maintenance, utilities,
furnishings, rent, etc.), housing allowances and personal living expenses IZor/ol
the organization's offizers are unallowable as fringe benefit or indiresct costs
regardless of whether the cost is reported as taxable income to the employees.
These costs are allowable as direct costs to sponscred award when necessary for
the performance of the sponscored 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 Iclliowing terms have the meanings set forth
below:

{1) "Facilities" means land and buildings or any portion thereof,

egquipment individually or collectively, or any other tangible capital asset,
wherever located, and whether owned c¢r leased by the non-profit organization.

e e .
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Y. The costs of idle facilitfies zre unallowable except to the extent that:

{1j Tney are necessary to meet fluctuations in work
¥

!4
O
]
o
O
H

{2) nlthough not necessary to meet fluctuations in workload, they
waere necessary when acgquired and are now idle because of changes in program
requirements, efforts to achieve more economical operations, reorganization,
termination, or other causes which could not have been reasonably Icoreseen.
Under the exception stated in this subparagraph, costs of idle facilities are
allowable for a reasonable period of time, ordimarily not <o exceed cne 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 a
ctor in the normal fluctuations of usage or indirect cost rates from period to
riod. Such costs are allowable, provided that the capacity is reasonably
ticipated to be necessary or was originally reasonable and is not subject to
duction or elimination by use on cther Federal awards, sub:letting, renting, oI
sazle, in accordance with sound business, economic, or sscurity practices.
Widespread idle capacity throughout an entire facility or among & group of

sets having substantially the same function may be considered idle facilities.

272. Insurance and indemnification.

a. Insurance incluces insurance which the organization is reguired to
carry, or which is approved, under the terms of the award and any cther
insurance which the organization maintains in connection with the general
conduct of its operations. This paragraph does not apply to insurance which
represenis fringe benefits for employees {see subparagraphs 8.g and 8.1i(2}).

(1) Costs of insurance reguired or approved, and maintained,
pursuant to the award are zllowable.

(2) Costs of other insuramce maintained by the organization in
connection with the general conduct of its operations are allowable subject ToO
the following limitations:

! =
Ve

be in accordance with
be reasonable under the

) Types and extent of coverage shal
sound business practice and the rates and premiums shal
circumstances.

1
1
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(el Jost ba
nther emplovzas nolding positions of similar responsibilities are allowabls only
Zo the exftent that the insurance represents additional compensation [(3s=ee
subparagraph 8.g(4)7. The cost vf such insurance when the organizavion is
identified as the beneficiary is unallowable.

ance on the lives of trustees, offizers, or
<

(i} Insurance against defects., Costs of insurance witih
respact Lo any ¢osts incurred te corresct defects in the organization's materials
or workmanship are unallowable.

{g) Medical liability (malpractice) insurance. Medical
liability insurance is an allowable cost of Federal rzsearch programs only to
the extent that the Federal research programs involve human subjects or training
of participants in research technigues. Medical liability insurance costs shzall
be treated as a direct cost and shall be assigned to individual projects basad
on the manner in which the insurer allocates the risk £0 the population coverad
hy the i1nsurance.

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

(2) Costs incurred because of losses not covered under nominal
deductible insurance coverage provided in keeping with sound pusiness practice
are allowable,

(b} Mincr 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 organizaticn’s own funds, however
repraesented, are unallowable. However, interest on debt incurred after

September 29, 1995 to acguire or rsplace capital assets (including

. ™
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{b) B statement as to why current facilities are not adeguate
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{c} B statement of planned future use of the facility

f{d) A description of the financing agreement to be arranged

for the facility

i

{2} 2 summazry of the building contract with estimated cost
nformation and statement of source and use of funds

(f) A schedule of planned occupancy dates

(2} For facilities costing over 5500,000, the non-profit
organization prepares, prior to the acguisition or replacement ¢of the facilaty,
a lease/purchase analysis in accordance with the provisions of Sec. _ .30
through .37 of Circular B-110, which shows that a financed purchase or capital
lzase is less costly to the organization than other leasing alternatives, on a
net present value besis. Discount rates used should be equal te the non-profit
organization's anticipated interest rates and should be no higher than the fair
market rate available to the non-profit crganizatien from an unrelated ("arm's
length™) third-pzrty. The lease/purchase analysis shall include a comparison of
the net present value of the projected tetal cost comparisons of both
elternatives over the pericd the assst is expected to be used by the non-profit
organization. The cost compariscns associated with purchesing the facility shall
include the estimated purchase price, anticipated operating and maintenance
costs {including property tazes, if applicable) not included in the debt
financing, less any estimated asset salvage value at the end of the period
defined above. The cost comparison for a capitel lease shall include the
estimated totzl lease payments, any estimated bargain purchase option, operating
and mzintenance costs, and taxes not inciuded 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 sllowable property tazes to be
borne by the non-profit organization directly or as part of the lease
arrangement.
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bean used. In all cases where a lease/purchase analysis is perform
reimbursement shall be based upon the lzast esxpensive alterhative.

{6; Mon-profit organizations are also subject to the Lollowing
conditions:

{a} Interest on debt incurred to finance or reizinance assetls
acquired before or reacquired after September 29, 1985, is not allowable.

{bj Interest attributable %o fully depreciated assets is
unallowable.

(c) For debt arrangements over 51 million, unless the non-
profit organization makes an initial eguity contribution to the asset purchase
of 25 percent or more, non-profit organizations shall rsduce claims for interest
expense by an amount squal to imputed interest earnings on excess cash Ilow,
which is to be calculated as follows. Anpually, non-profit organizations shall
prepare a cumulative (from the inception of the project} report of monthly <asb
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
fusually 12) that the building is in service for monthly amounts. Outflows
consist of initial equity contributions, debt principal payments (less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative ocutflows, interest shall be
calculated on the excess inflows for that period and be treated as a reducticn
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.

(d) Substantial relocation of federally-sponsored activities
from a facility financad by indebtedness, the cost of which was Iunded in whele
or part through Federal reimbursements, to another facility prior to the
expiration of a psriod 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 regquire
negotiation and/or downward adjustments of replacement space charged to Federal
programs in the future.

(e} The allowable costs to acguire facilities and eguipment
are limited to a fair market wvalue available to the non-profit organization from
an unrzlated ("arm's length™) third party.
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cguired assets means zss=ts neld by The non-proiit
bl

org ¢ September 2%, 189% thet have again come to be held by
the crganization, whether through repurchass or refinancing. It doss not include
zsaers acquired te replace older assets.

(2) Initiel eguity contribution means the amount or value of
contributions made by non-profit organizations for the acgquisition of the asset
or prior to occupancy of facilities.

{3} Esset costs means the capitalizable costs of an asset, including
construction costs, acquisition costs, and other such costs capitalized in
accordance with GRAP.

24 Laber relatiens costs. (Costs incurred in meintaining satisfactory
relations between the organization and its employees, 1nc‘ud;ng costs of labor
management committees, zmployes publications, and other related activities are
allowable,

25. Lobbying.

a. Notwithstanding other provisions of this Cirecular, costs associated
with the following activities are unallowable:

ttempts teo influence the outcomes of any Federazl, State, or
eferendum, initiative, or similar procedure, through in kind or
s, endorsemasnts, publicity, or similar activity:

(1} E
loczl election, ¢
cash contributions

{2) Establishing, administering, contributing to, oI paying the
expenses of a political party, campaign, political actien committee, or other
crganization established for the purpose of influencing the cutcomes of
elections;

{3} Eny attempt to influence: (i} The introduction of Federal or
State legislation; or {(ii) the enactment or modificaticn of any pending Federal
or State legisletion through communication with any member or employee of the
Congress or State legislature (including efforts to iniluence State or loccal
officials to engage in similar lobbying activity), or with any Government
official or employee in connection with a decision to sign or veto enrclled
legislation;

ttempt to influence: (i} The introduction of Federal or
e Z i {3ii) the enactment or modification of any pending Federal
r State legisletion by preparing, distributing or using publicity or
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. The fg¢llowing activiziaes are exceptad Irom the coverage of

SUubLeragraph .

‘17 Providing a technical and factual presentation ¢f information on
a toplc directly related to the performance i a dgrant, contract or other
agreement through hearing testimony, statements or lettiers to the Congress or a
State legislature, or subdiviszion, member, or cognlizant staff member thereof, in
respense to a ddcumented reguest lincluding a Congressional Record notice
reguesting testimony or statements for the record at a regularly schedulied
hearing) made by the reciplent member, legislative body or subdivision, or a
cognizant staff member thereof; providad 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 incurred
to coffer testimony at a regularly scheduled Congressional hearing pursuant to
written request for such presentation made by the Chairman or Ranking Minority
Member of the Committee or Subcommitize conducting such hearing.

=

{Z2) Any lobbying made unallowable by 'subparagraph a2{3) to influencs
State legislation in order to directly reduce the cost, or to aveid material
impalirment of the organization's authority to perform the grant, contract, or
other agreement.

{3} Bny activity specifically authorized by statute to be undertaksn
with funds from the grant, coniract, or other agreemenz.

C. {1} When an organization seeks reimbursement for indirect costs,
total lobbying costs shall be separately identified in the indirect cost rate
proposal, and thereafter treated as other unallowable activity costs ip
accordance With the procedures of subparagraph B.3 of Attachment A.

{2) Organizations shall submit, as part of the annual indirect cost
rate proposal, a certification that the requirements and standards of this
paragraph have been complied with.

{3) Organizations shall maintain adegquate records to demonstrate
that the determination of costs as being allowable cr unallowable pursuant to
paragraph 25 complies with the reguirements cof this Circular.

{4} Time logs, calendars, or similar records shall not be required
o 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
hours cof 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 naturs, including legislative lobbying costs. When
conditions (1) and (2) are met, crganizations are not required to establish
records to support the allowabliliy of claimed costs in addition to records

40 e e e ™ e
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rie

5 through neg

incurred in attempting To

ficer of

or to act
improper
al employec
sored

the matter.

&,

of costs
This

but is not limited to, *the organization’'s contributed portion by

otiation of

Costs incurred for necessary meintenance,

or upkeep of buildings and equipment [(including Federal property unless
I P g quat g P

which neither add to the permanent value of the property

nor appreciably przolong its intended life, but keep it in an efficient operzting
condition, are allowable. Costs incurred for improvements which add to the
permanent value of the buildings and eguipment or appreciably prolong their

intended life shall be treated as capital expenditures

28, Materizls and supplies costs.
incurred for materials, supplies,

Faderal award are allowable.

Costs
to carry out a

a.

{see paragraph

15).

and fabricated parts necessary

b. Purchased materials and supplies shzll be charged at their actual

prices, net of applicable credits.
stockrooms should be charged at their actual net cost
method of pricing inventory withdrawals, consistently
transportation charges are a proper part of materials

—~

Federzl award may be charged as direct costs.

f=dera
u

Withdrawals from general stoxres cr

under any recognized

applied.

Incoming

and supplies costs.

Only materials and supplies actuzlly used for the performance of a

1ly-donated or furnished materials are used in performing
ch materials will be used without charge.
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nIiit anization’s memb
vachnlizal, and professzional organiz x 1

br. Zosts of the non-profit grganization’s subscriptions to pusiness,
professional, and technical periodicals are allowakle.

<. Costs of membership in any civic or community organization are
allowable with prior approval by Federal cognizant agency.

cd. Costs of membership in any country club or social or dining club cor
organization are unallowable.

3. Organization costs. Expenditures, such as incorporation fees, brokers'
fees, fees to promoters, organizers or management consultants, attorneys,
accountants, or investment counselors, whether or not employ2es of the
organization, in connection with establishment or reorganization of an
organization, are unallowable except with prior approval of the awarding agency.
J2. Page charges in professional journals. Page charges for professional
journal publications are allowable as a necessary part of research cosis, where:

a. The research papers report work supported by the Federal Government;
and

b. The charges are levied impartially on all research papers published by
tne journal, whether or nect by federally-sponsored authors.

33. Participant support costs. Participant support costs are dirsct cosis for
items such as stipends or subsistence allowances, travel allowances, and
registration fzes 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 pricr approval of the awarding
agency.

34, Patent costs.

a. The following costs relating to patent and copyright matters zre
allowable: (i) cost of preparing disclosures, reports, and other documents
required by the Federal award and of searching the art to the extent 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 reguired by the Federal
Government to be conveyed to the Federal Government; and (iii) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employee agreements (but
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36. Pre-agreement costs. Pre-award ccsts are those incurred prior to the
effective date of the award directly pursuant to the negotiation and in
anticipation of the award where such costs are necessary to comply with the
proposed delivery schedule or period of performance. Such costs are allowable
only to the extent that they would have been allowabie if incurred after the
date of the award and only with the writien approval of the awarding agsncy.

Frofessiconal services costis.

Ly
~1

a. Costs of professional and consuliant services rendered by persons who
are members of a particular profession or possess a specizl skill, and who are
not officers or employees of the non-profit organization, are zllowzble, subiject
to subparagraphs b and ¢ when reasonable in relation to the servicss rendered
and when not contingent upon recovery of the costs from the Federsl Government.

In addition, legal and related services are limited under Attachment E,
paragraph 10.

b. In determining the allowability of costs in a particular case, no
le factor or any special combination of factors 1s necessarily
rminative. lowever, the following factors are relevant:

(r}

g

in
et

L

{1) The nature and scope of the service rendered imn relation to the
5ervice required.

{2) The necessity of contracting for the service, considering the
non-profit organizatiom's capability in the particular area.

2) The pest pattern of such costs, particularly in the years prioer
to Pederal aw ards
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{5) Whether <he servize can be pzriormed more suonomically by Glrecst
amployment rather than contracting.

-

of =he individual or zoncern rendering tne
2

(1
sayrvice and the cusitomary td, especially on non—-Federal awards.

f8; Adeguacy of the contractual agreament for the sarvice fla.q.

description of the service, ast time reguired, race of compensaiisn, and
I3 ’

Carmination provisions).

c. In addition to the factors in subparagraph b, retainer fess t
allowable must be supported by evidsncez of bona fide services availabl
renderad

o be
e or

28. Publicaticn and printing cosSts.

a. Publication costs include the costs of printing (including the
processes of composition, plate-making, press work, binding, and the end
products produced by such processes), distribution, promotion, mailing, and
general handling. Publication costs also include page charges in prefessional
publications.

., If thess costs are not identifiable with a particular cost objective,

they should be allocated as indirect costs to 2l) 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
Government: and

{2) The charges are levied impartially on &ll research papers
suklishad by the journal, whether or not by federally-sponsored authors.

309, Rearrangemsnt and altferation costs. Costs incurred for ordinary or aormal
rearrangement and alteration of facilities are allowable. Special arrangement
and altaration costs incurred specificalily for the project are z2llowable with
the prior approval of the awarding agesncy.

40. Reconversion costs. Costs incurred in the restoration or rehabilitation of
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.

¥
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zgencies, costs thet are not ip excess of standard rates for such
services are allowable.

. In publications, of help wanted advertising that includes color,
includes advertising materiz or other tThan recruitment purpcses, or 1is
evcessive in size (taking into consideration recruitment purposes for which
intended and normal organizaticnal practices in this respect), are unellowable.
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c. Costs of help wanted advertising, special emoluments, Iringe benefits,
and salary allowances incurred to attract professionzl personnel from cther
organizations that do not meet the test of reasonablensss or do not conform with
the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of a new
employee have been azllowed either as an allocable direct or indirect cost, and
the newly hirsd employee resigns for reasons within his control within twelve
months after being hired, the organization will be reguired to refund or credit
such relocation costs to the Federal Government.

4Z2. Relocation costs.
a. Relocation costs are costs incident to the permanent changs of duty
assignment (for an indefinite period or for a stated pericd cf not less than 1Z

months) of an existing employse or upon recruitment of a new employes.
Relocation costs are allowable, subject to the limitation described in
subparagraphs b, ¢, and d, provided that:

{1} The move is for the benefit of the employsr.

(2) PBeimbursement to the employee is in accordance with an
established writien policy consistently followed by the employer.

(3] The reimbursement does not exceed the employee's actual (ox
reascnably estimated) expenses.

b. &llowable relocation costs for current employees are limited to the
foliowing:

(1] The costs of transportation of the employse, members of his
immediate family and his household, and personal effects to the new location.

~
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¢4 Thz oontinuing cosis of ownership of the vacant former home
aettlement or lease date of the employee's new permanent home, such 23
enance of bulldings and grounds {exclusive of fixing up expenses),

i a¥xes, and Droparty insurance.

5) Other necessary and reasonable expenses normally incident to
relozation, suchk as the oos3t3 of canceling an unexpired lease, disconnecting and
household appliances, and purchasing insurance againsc loss of or
rsenal property. Thne cost of canceling an unexpired lease :is
ee times the monthly rental.

c. Allowable relocaticn 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 amployees have been zllowed either as a
direct or indirect cost and the employes resigns for reasons within his control
within 12 months after hire, the organization shall refund or credit the Faderal
Government for its share of the cost. However, the costs of travel to an
overseas location shall be censidered travel costs in accordance with paragraph
50 and not relocation costs for the purpose of this paragraph if dependents are
not permitted at the location for any reason and the costs do not include costs

of transporting household goods.
d. The following costs related to relocation are unallowable:
{1} Fees and other nosts associaved with acguiring a nsew home.
{Z) A& loss on the sale of a former home.

{3) Continuing mortgage principal and interest payments on a home
being sold.

t4) Income taxes paid by an employee related to reimbursed

relocation costs.

43, Rentzl costs of buildings and equipment.
a. Subject 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 leased. Rental arrangements
should be reviewed periodically to determine if circumstances have changed and

other options are avallable.

b. Rental costs under “sale and lease back” arrangements are allowable
nly up to the amount that would be allowed had the non-profit organization
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lezse agreement & able o CORTroi or subsTantially infiuvence the actione oI LhE
oTher Such lezseg _ncolude, bHut 2re not lrmiied To thoese beTweer (i1 divigIions
of & non-profit organizaticon; {ii, non-profil Grganifalliole UNAsr COMmoL control
tnrough commen officers, directors, or members; and [1il) & non-prefot
organization and & director, trustee, officer, or key employee of the non-profls
organization or his immeciate family, either directly or through corperstions,
trusts, or similar arrangements in which they hold & controlling interest. For
example, & non-profit organization may establish a separate corporation for the
sole purpose of owning property and leasing it back to the non-profic

organrization.

d. Rentzl costs under leases which are reguired to be treated as capital
leases under GEAF are zllowable only up to the amount (as explained in
subparagraph b) that would be allowed had the nen-profit organization purchased
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Board Statement 13, Accounting Zor Leases, shall
be nsed to determine whether a lease is & capital lease. Interest costs related
to capital leases are zllowable to the extent they meet the criteria in
subparagraph 23. Unallowable costs include amounts pzaid for profit, management
fees, and taxes that would not have been incurred had the non-prcfit
organization purchased the facility.

44, TRoyalties and other costs for use of patents and copyrights.
a. Royalties on & patent or copyright or amortization of the coust of
acguiring by purchase a copyright, patent, or rights thereto, necessary for the

proper performance of the award are allowable unless:

{1} Thne Federal Government has z license or the right to free use of
the patent or copyrigot.

{(?) The patent or copyright has been adjudicated to 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.

L. Special care shoulo be exercised in determining reasonableness where
the royalties may have arrived at as a result of less-than-arm's-length
bergaining, e.g.:

11) Royalties paid o persens, including corperaticns, affiliated
with the non-precfit organization.

{Z) RBoyalties paid to unaifiliated parties, including corporaticons,
under an agreement entered intoc in contemplation that & Federal awarad would be
made .

ATTACHMENT 8. ’
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hzmzachment B, paragraph 1. as allowable public relations cost. Howsver, thess
costs are allowable as direct costs, with prior approval by awarding agencies,
when they are necessary for the performance of Tederal programs.

and marketing. ‘
the non-profit orga

46, Specialized service facilities
a The costs of services provided by highly complex or specialized
fani llt es operated by the non-profit organization, such as computars, wind

tunnels, and reacrors are allowable, provided the chargss the services meetl
the conditions of either 46 b. or ¢. and, in addition, ta
items of income or Federal financing that gualify as appli

Attachment A, subparagraph A.5. of this Circular.

Ke 1nTo account any
icable credits under

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 corganization, including
usage by the non-profit organization for internal purposes, and {(ii) is designed
tc recover only the aggregate costs of the services. The costs of each service
shall consist normally of both its direct costs and its allocable share of all
indirect costs. Rates shall be adjusted at least bienniallv, and shall take
into consideration over/under applied costs ¢f the previous pericod(s).

¢. 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 Faderal Government and the imnstituticn to sstablish alternative
costing arrangements, such arrangements may be worked ocut with the cognizant
Federal agency. '

47. Taxes.

a. In gensral, taxes which the organization is reguired to pay and which
are paid or accrued in accordance with GAAP, 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 available the necessary exXemption
certificates, {ii} spzcial assessments on land which represent capital
improvements, and (iii) Federal income taxes.

b. Any 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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z. Tne cost of ltelks reasonaply usable ob Uhs Don-Lprofiz organizetion’s
other work snzll not be allowalkle uniess the non-profit organization submits
evidence that -t would not retain such items at cost without susteining a loss.
In deciding whether such items are reasonably usable on other work of the non-
profit organization, th rding agency should cons the non-proiit

 cation o

&
ders for current and schedu
Conwemporaneous purchases of common :items by the non-profit crganization shalil
e regarded as evidence That such items are reascnably usable on the non-profit
crganization's other work. Any acceptance of commor items as allocable to the
terminated portion of the Federal award shall be limited to the extent that the
guantities of such ltems on hand, in transit, and on crder are in excess of the
reasonable guantitative regquirements of other work.

L. If in a particular case, despite all reasonable efforts by the non-
profit organization, certain costs cannot be discontinued immediately after the
effective date of termination, such costs are generally allowable within the
limitations set forth in this Circular, except that any such costs continuing
after termination dus to the negligent or willful fazilure of the non-profit
organization to discontinue such costs shall be unzllowable.

c. Loss of useful value of special tocling, machinery, and is generally
2llowable if

{1} Such special tocling, special machinery, or eguipment I
reasonably capable of use in the other work of the non-profit organization,

{2} The interest of the Federal Government is protected by transifer
of title cr by other means deemed appropriate by the awarding agency, and

{3y The lcoss of useful value for any one terminated Federal award 1is
limited to that portion of the acquisition cost which bears the same ratico to
the total acguisition cost as the terminated portion of the Federal award bears
to the entire terminated Federal award and other Federzl awards for which the
special tocling, special machinery, or eguipment was acguired.

d. Rental costs under unexpired leases are generally allowable where
clearly shown to have been reasonably necessary for the performance of the
Terminated Federal award less the residual value cof such leases, if:

{1) the amount of such rental claimed does not exceed the reasonable
use vaiue of the property leased fcr the period of the Federal award and such
further period as may be reascnable, and .

(2} the nop-profit organization makes 2ll reascnable efforts to
terminate, 2ssign, settle, or otherwise reduce the cost of such lease. There
also may be included the cost of zlteratioms of such lezsed property, provided

Pan-Y

ATTACHMENT 3.
* pace HO of .55 paces




@. Settlement =2upensez including the following ars geners.ly el.owanle;
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: & pporting data witih respect to the tsrminated portion of
t e Fefﬂ“dl award, unless the terminztion Is for default (see Subpart .5l of

Chrouiar A-1105: and

(b} The termination and settlement of subawards.

{27 Reasonables costs for the storage, transportation, protection,
and disposition of property provided by the Federal Government or acgulred or
produced for the Federal award, except when grantees or contractors are
reimbursed for dispesals at a predetermined amount in accordance with Subparts
.32 through .37 of Circular A-110.

(3) Indirect costs related to salaries and wages incurred as
sestlement expenses in subparagraphs (1) and {(2). Normally, such indirect costs
a.l be limited to fringe benefits, occupancy cost, and immediate supervision.

f. Claims under sub awards, including the allocabkle portion of claims
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-prefit organization's indirect expense may be
allocated o the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained ip Attachment A. tThe indirect expense so allocated shall
erzclude the same and similar costs claimed directly or indirectly as setilement
expenses.

49, Trzining costs.

a. Costs of preparation and maintenance of a program of instruction
including but not limited to on-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 degree pursued is relative to the field in
which the employee is now working or may reasonably ke sxpected to work, and are
limited to:

{1) Training materials.

{2}y Textbooks.
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(&) Straight-time compensaticn of each employee for time spent
sttending claegses during working hours not iT EXCEES of 13€ nours per vear and
only to the sxtent that circumstances 4G Not permit the operation of classes or
attendance at classes after regular working hours; otherwise, such compensaticn
is unallowable.

£. Costs of tuition, fees, training materials, and zexthboolks {but nct
subsistence, salary, or any other emcluments) in connection with full-time
education, including that provided at the organization'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 orly where the costs receive
the prior approval of the awarding agency. Such costs are limited to the costs
attributable to & total period mot to exceed one school year for sach employes
so trained. In unusual cases the period may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
specizlized programs specifically designed to enhance the effectiveness of
executives or managers or to prepare employees ior such positions are allowable.
Such costs include enrollment fess, training materiazls, textbooks and related
charges, employees' salaries, subsistence, and travel. Costs zllowable under
this paragraph 4o not include those for courses that are part of a degree-
oriented curriculum, which are allowable only to the extent set forth in
subparagraphs b and c.

e. Maintenance expense, znd normal depreciation or feir rentzl, on
facilities owned or leased by the organization for tralning pUrposes &are
allcwable to the extent set forth in paragraphs 11, Z7, anc 50.

f. Contributions or donations to esducational or training lnstitutions,
including the donation of facilities or other properties, and scholarships or
fellowships, are unallowable.

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and c may be allowed with prior approval of the awarding
agency. To be considered for approval, the organization must demonstrate theat
such costs are consistently incurred pursuant to an established treaining and
education program, and that the course or degree pursued is relative to the
field in which the emplovee is now working or may reasonably be expected to
work.

50. Transportation costs. Transportation cocsts include freight, express,
certage, and postage charges relating either to goods purchased, 1n Process, oY
delivered. These costs are allowable. When such costs can readily be identif:ed
with the items ipvolved, they may be directliy charged as transportetion cosis cr
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4. General!. Travel coust re the sexpenses for transporiation, 1
supsistence, and relat tems incurred hy employees who are in fravel
aoiilgilal business of the non-proilt organization. BSuch costs mav be ¢
arn actugi cost basis, on a per diem or mileage basis in lieu of actuzl
incurred, or on 2 comuination of the two, provided the mzthod used is
an entire trip and not to selected days of the trip, and results in charges
consistent with those normally allowed in like circumstances in the non-profit
organizaticn’s non-federally-~sponsored activities,
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b, Lodging and subsistence. Costs incurred by employees and ovificers f
travel, including costs of lodging, other subsistence, and incidental expens
shall be considered reasonable and allowable only to the extent such costs d
not exceed charges normally allowed by the non-profit organization in its
ragular operaticns as the result of the non-profit organization’s written travel
policy. In the absence of an acceptable, written non-profit organization policy
regarding travel costs, the rates and amounts established under subchapter I of
Chapter %7, Title 5, United States Tode (“"Travel and Subsistence Expenses;
Mileage Allowances”™), or by the Administrator of General Services, or by the
President {or his cor her designee) pursuant to any provisions of such subchaptisr
shall apply to trawvel under Federal awards (4B CFR 31.205-d6!a}).

[N
4

Sy

(o)

c. Commercial air travel.

{1y Airfare costs in excess of the customary standard commercial
airfare {(coach or equivalent), Federal Government contract airfare (where
authorized and available), or the lowsst commercial disccount airfare are
unallowable except when such accommodations would: (a) require circuitous
routing; {b) reguire travel during unreasonable hours; (c) excessively prolong
travel; (d) result in additicnal costs that would offset the transportation
savings; or {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.

{Z) Unless a pattern of avoidance is detected, the Federal
Government will generally not guestion a non-profit organization's
determinations that customary standard airfars or other discount airfare is
unavailable for specific trips if the non-profit organization can demonstrate
e2ither of the following: (a} that such airfarz was not available in the
specific case; or (b) that it is the pon-profit organization’s overall practice
to make routine use of such airfare.

d. Air travel by otl.er than commercial carrier. Costs of travel by non-
profit organization-owned, -leased, or -chartered aircraft include ths cost of
lease, charter, operation {including personnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that exceeds the cost of allowable commercial air travel, as provided for in
subparagraph] c., is unallowable.
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NON- PROFIT ORSENILATIONG NOT SUBJECT TO THIS CIRCULAR

(LRI

Adwance Tazhnology
Asvospase Torporataon, ] 3egundo, Call

amarican Insrirutes of kesearch (BIR}, Wesnington D.T.

Argonre Halional -atary, Thizago, Tillinols

Atomic Casualrny Commission, Washington, D.T.

Ba“tells Memsrizl Institute, Headguartered in Columbus, Dhio
Broankhaven National Laboratory, Upton, Hew York

Charles Starr Draper Laboratory, Incorporated, Cambridge, Massachusettis
CNP Corporation (CTNACY, Rlaxandria, Virginia

Environmental Instiitute of Michigan, Ann Arbor, Michigan

Georgia Institute of Technolegy/Georgia Tech Bpplied Research
Georgia Tech Research Institute, Atlanta, Georgia

Hanfcrd Environmental Health Foundation, Pichland, Washingion
Institute, Chicago, Illinois

Institute of Geas Technology, Thicago, Illinois
institute for Dzfense BAnalysis, Alexandria, Virginia
LMI, McLean, Virginia

Mitre Corporation, Badford, Massachusetis

Mitretek Systems, Ing., ralls Church, Virginia

National Radiological Astronomy Observatory, Green Bank, West Virginie
National Renswable Ensrgy Laboratory, Golden, Colorado

Cak PRidge Rssociated Universities, 0Oak Ridge, Tennessee

Rand Corporation, Santa Monica, California

Research Triangle Institute, Research Triangle Park, North Carolina
Riverside Research Institute, Wew York, New York

South Carolina Research Authority (SCRA}, Charleston, South Caroclipa

-
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Syracuse Hesecoron COrporatlon, SyracuSe, New York
Urovers:ties Rescarch Associaticon, Incorporated (NaTional hogeleratiorn Labk’,
Argunne, I...nclE

Urpan Institute, Washington D.C.

1 25 Blue Cross and Elue

=

Norn-profit insurance companies, suc
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T, THE HEELDE OF EXECUTIVE DEPLRTMENTS ANL ESTAELISHMENTE

SUBJECT: Eudite of Stares, Logel Goveramenls, &nd Non-Proflr Organizatlions
i LuYpoOsE Thie Circular if issued pursuent Lo ThEe Single mudit hRot of
iewe, T.L. SE-502, and the Single kucdit Act Emendments ol 19%¢, P.L. 106-156 .
Iy gets forch standards for obteinlng consistency and uniformi t} among Federal
agencies for the audit of Btates, locel govEIDMENTS, and non-profi

vrganizatione expending Federal awards:

z Authority. Circular A-1323 is issued under the authority of secticns
0z, 2111, and 7501 et seg. of title 21, United States Code, and Exscutive
Orders B248& and 115431 . .

3. Fescission and Supersession. This Clrouvlar rescinds Circular A-128,
n2udits of State and Local Governments,” issued April 12, 198E5, and supersedes
the prior Circular B-123, “Rudits of Ins tizutions of Highsr Educaticon and
Other Non-Profit Institurions," issusd Akpril 22, 1996. For effective dates,
see paragraph 10.

4. Poiicy. Except as provided hevein, the standards set forth in thas
Circular shall be applied by 211 Federal agencies. 1If any statute
specifically prescribes policies or specific reguiremente that differ from the
standards provided nerein, The provisions of the subssguent statute shall
govern.

Federazl agencies shall apply the provisions of the sectioms of this
Circevlar to non-Federal entities, whether they are recipients expending
Fed

eral awards received directly from Federel awarding agsncles, or are
pubrecipients expending Federal awerds received from a pass-through enticy
ipient or aznother subrecipisnt).

o

This Circular does not apply to non-U. based entities expending
Federal awards received either directly as & recipient or indirectly as &
subrecipient.

z. Definitions. The definitions of key terms used in this Circuiar a~e
contzined in § 105 in the Ettachment rto this Circular.

€. Reguired Actiom. The specific reguirements and responsibilities of
Federal agencies and non-Federal entifles gre set forth in the Attachment to
this Circular. Federal adencies
making awards to non-Federal entities, either
adopt the language in the Circular in codified regulations as provided in
Section 10 (below), unless different prOVlslon are required by Federal
statute or are zpproved by the Office of Maragement and Budget (OME).

er directly or indirectly, shall

implementarion of this Circular, and will provide interpretations of policy
requ‘*emnnfs and ;5515 ance to ensure uniform, sffective and efficlent
i “ﬂD_emen" ation .

7. OME Pesponsibilities. OMB will revisw Federzl agengy redulations and

5. Information Contact. Further information concerning Circular 2-1332 may
be obtained by contacting the Financial Standavd: and Reporting Branch, Office
of Federal Fimnancizl Management, Oifice of Mansgement and Budget, Washington,

DC 20503, telephome {2027 395:3992.
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Subpart A--Genersl
§ .106 Puzpose.

oY cpnlalining <2

-y - -
non-Taderal =

aderal entity that =xpends Faderal swards whizh
-

mus

ns an auditor, that is a public accountant or a Federal,

Auditor mea
State or local government audit organization, which wme2ts the general
f
2

ed in generally accepted government auditing standards

standards spacifi
term auditor does not include internal auvditors of non-profis

(GRGAS] . The
organizations.

Budit_ finding wmeans deficiencies which the auditor is reguired by
§ .510(a) to report in the schedule of findings and guestioned costs.

CFDPE_numb=r means the number assigned to a Federal program in the
Catalog of Federal Domestic Assistance {CFDA).

Cluster of orogramg means a grouping of closely related programs that
share common compliance reguirements. The types of clusters of programs are
research and development {R&D), student financial aid (SFA), and other
clusters. *®*0Other clusters" are as definsd by the Office of Management and
Budget (OMB) in the compliance supplement or as designated by a State for
Federal awards the State przvides to its subrecipients that meet the
definition of a cluster of programe. When designating an “other cluster," a
State shall idemtify the Federal awards included in the cluster and advise the
subrecipisnts of compliance reguirements applicable to the cluster, consistent
with §__ .400(d) (1) and §__ _.400(d) {2), respectively. A cluster of programs
shall be rongidered as one program for determining major programs, as
described in §__ .320, and, with the exception of R&D as described in
§__ .200(c), whether a program-gpecific audit may be elected.

Coanizant agencv for audit means the Federal agency designated to carry
out the responsibilities described in § .400(a).

Compliance supplement refers to the Circular A-3133 Compliance
Supplement, included as Appendix B to Circular A-133, or such documents as
OMB or its designese may issue to replace it. This document is available irom
the Government Printing Office, Superintendent of Documents, Washington, DT

20402-9325.

Coryrective action means action taken by the azuditee that:

{1) Corrects identified deficisncies;
{2z} Produces recommended improvements; or

{3) Demonstrates that audit findings are either invalid or do not
warrant auwditee action.

Fedsral agency has the same meaning as the term adencvy in Section 551(1}
of tirle 5, United States Code.

Faderal award means Federal financial assistance and Federal cost-
ursement contracts that non-Federal entities receive directly from
al awardipg agencies or indirectly from pass-through entities. It does

3
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not Lncliuds proc = IIraCnE . LsEe
OOUGE Y EErVics ug =SnOocrs shall
Dy TIE TEXmMsS anc Tr TE LT opETaT
SoOVEXTIENT owned Za Os., sre =xcl
regulrements of

Federz! awardins zgengv mezns Tne Federal agency LLEL providss an awerd

/ tO Lhe reclLient
Fegeral i‘nanh; 1l aszistance MEans z2ssistances Lhat non-Federal ent.ties
admirister in tne form of grants, louans, loan Quaranlees, PrOLEITY
donated surplus propertyl, copperative agreements, INLErest
insurance, food commoditied, direct appropriations, and other
but doess not include amounts received as reimbursemsnt for
SErVviCces rendered o individuals as described In § .205(h) and § .zD5 (1) .

Federzl program Means:

(2] 1] Federzl awards to a non-Federal entity assigned & single
number iT the CFDR. '

{2) When no CFDE number islassigned, all Federsl awards from the same
agency made for the same purpose should be combined and considered ong
program,

(2} Notwithstanding paragraphs. (1) and {2) of this definition, a
cluster of programs. The iypes of clusters of programs are:

(i) . Pesearch and development (R&D) ;
{(ii} Student financial aid (SFA); and
{1ii) "Other clusters," as described in the definitiocn of .cluster

of p*ograms in this section.

PA“PS means generally accepted govnrnment audﬂtlnc 5L andards 1ssued by
Comptroller Géneral of the United States, which are applicable to

he
inancial audits.

r-n (‘1

Generallv accepted accounting principles has the meaning specified in
generally accepted auditing standards 1ssued by the Ame*lfan Tnstltute of
Certified Public Accountants (kJCD;) .

indian tribe means any indian tribs, band, nation, .or “other orgamized
group or community, including any 2laskan Native village or regional or
village corporation {as defined in, or established under, the Alaskan Native
Claims Settlement Act) that is recognized by the United States as eligible for
the specizl programs and services provided by the United States to Indians-
because of their status as Indians.

Intgrnal control means a process,, effﬂcted by an entity's managoment and
other personnel, designed to provide reascnable assurance rega*alng the
achﬂevemcnt of oDjectlvﬁs in the Iollow1ng categorles.

(1) Effectiveness and eff1c15ncy otfoperaplonij
(2) Rellabzllty of financial reporting:'and
(3) . Compliance with applicable laws and regulations.

‘ﬁlnfe*nal control pertzining to the compliance reguirements fpr Federal
programs (Internzl control cver, Federal programs) means a process--effected by

) . . 5
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H Transastions are properly racorded and accounted Ior to:

Permis the preparation of reliaple financiszl statemsznis and
Faderal repor

‘ii)  Maintain acsoundability over assetbs; and

T

{iii} Demonstrate compliance with laws, regulations, and other
comollanfe requiremencs;

{

{21 Transactions are executed in compliance with:

(1] Laws, regulations, and the provisions of contracts or grant
agrsements thnat could have a direct and material effect on a Federal program;
and

(ii} Any other laws and regulations rhat are identified in the
compliance supplement; and

(2) Funds, property, and other assets are safeguarded against loss
from unautheorized use or disposition.

Loan means a Federal loan or lcan guarantee received or administerzd by
a non-Federal entity.

Local government means any unit of local government within a Starte,
including a county, borough, municipality, city, town, township, parish, lozzal
public authority, special district, school district, intrastate district,
council of governmznts, and any other instrumentality of local government.

Maior proaram means a Federal program determined by the auditor to be a
major program in accordance with § .520 or a prodram identified as a major
program by a Federal agency or pass-through entity in accordance with
§ 215 (e) .

Management decision means che evaluation by the Federal awarding agency
or pass-through entity of the audit findings and corrective action plan and
the issugnce of a written descision as to what corrective action is necessary.

Non-Federal entitv means a State, local government, or non-profit
organization. :

Nop-profit organization means:

(1) any corporation, trust, association, cooperative, or other
organization that: ;

(1) Is operated primarily for scientific, educational, service,
charitable, or similar purposes in the public interest;

{ii) Is not organized primarily for profit; and

{iii) Uses its net proceeds to maintain, improve, or expand its
operaticns; and

{2} The term non-profit organization includes non-profit institutions
of higher education and hospitals.
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oY SUCLT E=ans the

Oversignt & v I BWETCLINE agency That
proviass the predomingnt amount ci direct C Lo & reciplent nol assignsc
& cogrnizant agency for audit.  Wher there direct funding, zne Federszl
agency with the predominant indirect funding shail zesume The oversignt
responsibilitiec Tne duries of the oversight agency for auclit are descrined
o B b

uly 26, 2003, the following is added to this definition:
dgency with oversight for an asuditee may rezssign overgight wo
-ed rzl agency wnich provides supstantizl Funalng and agrees Lo
be the oversight agency for audit. Within 30 days after any
rezssignment, both the old and the new oversight agency for audit shal
notify the auditee, and, if known, the nudl cr of the *EaHHJQHment.

Paess-through entifv mezns & non-Federsl entity that'provides & Federal

award To a subrecipient to carry out & Federal program. ' :

Progragm-specific audit means an audit of one Federzl program as provided
for in § .200(c)y and § 225, )

Questioned cost means a cost that i1s guesticoned by the auditdr because
cf an awvdit finding: '

(1) Wnich resulted from a viclation or poseible viclation of a
provision of a law, regulaticon, contract, grant, cooperative agreement, or
other zgreement or deocument governing the use of Federal fundsg, Including
funds used to match Federal funds; - Bk -

2) Where the .costs, at the time .0f the audit, a*e net supporied by
e documentation: or ) o - i : STE e

Q.

] Where the sts incurred appear unreasonahle and do- not reflect
the actions a prudent person would take in the circumstances.

Recipient means & ncn-Federal @nflty that expends Federal awards
teceived directly 1’rom a Federzl awardwng agency to carry out’ a Fﬂde*gl
program:.

Eesearch and development (R&D) means all resezrch activities, both basic
and applied,~and.all developmeant actlv1L1es thaL ATe pbrlormed by a non-
Federal .entity. . Research is definéd as a'systematlc ‘study dirgcted toward
fuller. scientific. knowledge or understandlng of the subject studied.. The term
research also includes activities involving the training ‘of individuals in
research techniguesg. where such acthltles utllﬁze the same facilities as -other
resedrch and devel opment activities and whﬁre such activities &re.not included
in ‘the instruction function. - Dévelopment is the systematic use ‘of knowledge
end understanding gained from research d;rected toward the proguction . of -
useful materials, devices,: systems,. oL methods, 1nclud1nc deslgn{and
deveTOpmnnt of p:o*otypps and p*oﬁessps. ' :

‘Single audit’ Teans an aud; f 1hcludes both the- entlty s flnan01al
statements and the Federzl awards as'deucrlbﬁd In § LEOO :

- State means any State of the Uﬁited States, the District of Columbisa,
the Commonwealth:of Puerto.kico, the Virgin Islands, Guam, American Samoz, tne
Commonwealin-of the Northern Marians Islands, and the Trust Territory of the

LT
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2 23id (5¥Ar .nzludes those programs of generdal student
anr such as those authorized hy Tizle IV of the Higher Education Aot
as amended, (20 U.5.C. 1070 2t 329.) which 35 administersed by the
ar-ment nf Zducation, and similar programs provided by other Fsderai
it does not include programs whizn provide fellowships or similar
Faderal awards T4 studenis on a competitive besis, or for specified studiss or

rasgarch,

ty that expends Federal awards
y out 2 Federal program, but does
ry of such a program. A

Subrecipient msans a neoh-Federal
reczived Irom a pass-cthrough entity to
nat include an individual that is a ben

Federal awarding agency. Guidance on distinguishing between a subrecipient
and a vendor is provided in § .210.

Tvpes of compliance reguiremepts refers to the types of compliancs
reguirements listed in :the compliancs supplement. Examples include:
activities allowad or unallowed; allowable costs/cost principles; cash
management; =ligibility; matching, level of effort, earmarking; and,
reporting. -

Vendor means z dealer, distributor, merchant, or other seller providing
gonds or services that are reguired for the conduct of a Faderal program.
These goods oY services may.be for an organization's own use or for the vse of
benaficiaries of the Federal program. Additional guidance on distinguishing
between a subracipiant and a vendor is provided in §_ _.210.

Subpart B--2Zudits
5 L200 Audit regquirements.

{a) Budit reguired. ©Non-Federal entities that expsnd $300, 000
(5500, 000 for fiscal years ending after December 31, 2003} or more in a year
in Federal awards shall have a single or program-specific audit conducted for
that year in accordance with the provisions of this part. Guidance on
detarmining Federal awards expended is provided in § _ .205,

(b) Single audit. Won-Federal entities that expend $300,000 (5500,000
for fiscal years ending after December 31, 2003) or more in a year in Federal
awards shall have a single audit conducted in accordance with § _ .500 except
when they 2lect to have a program-specific audit conducted in accordance with
paragraph (e) of this section.

(c) Program-specific audit election. When an auditee expends Federal
awards under only one Federal program {(excluding R&D} and the Federal
program's laws, regulations, or grant agreements do not require a financizal
statement audit of the audit=ze, the auditee may elect to have a program-
specific audit conducted in accordance with §  .235. A program-specific
audit may not be elected for R&D unless all of the Federal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that Federal agency, or pass-through entity in
the case of & subrecipient, approves in advance a program-specific audit.

(d) Exemption when Federal awards expended zre less than $300,000
(5500, 000 for fiscal vears ending after December 31, 2003}, MNon-Federal

8
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To Lreat Lhe

§ 205 Basic for determining Federal =swards expended.

e Derermiring Federel swarde eypended. The determination cf when &b
awerd i3 expendes should be based on when. the activity related to the awerd
Gocure. Genersily, the activity pertains Lo events that require the nom-
Fecerel entity =—¢ comply with laws, reguleatlions, cHG the provisions of
contracts Or grant agreements, such as: expgnciture! ‘erxpense transactions
zesociated with grants, cost-reimbursement contracis, C op&ratlve agreements,
and dirsct appropriations; the disbursement cf funds passed through to
subrecipients; the use of lcan proceeds under loan and loan guarantee
programs; Lhe receipt of property; the receipt of surplus property; the
receipt or use of program income; - the distribution or consumption of To od
commodities; the disbursement of amounts entitling the non-Federal entity to
an interest subsidy; and, the period when insurance is in force.

th) Loan and lcan guarantees (loane). Since the Fedsral Govermnment 1s
4T risk for loans unntil the debt is repaid, the following guidelines shzll be
used to calculate the value of Federal awards esxpended under loan programs,
except a5 noted in paragraphs (c) and (dy of this section: '

(1) Vzlue of new l Oans made or received during’ the *lscal year;
plus
{2} Pzlance of loans from previcus years for which the Federal

Government imposes continuing compliance requirements; plus

(2 Eny interest subeidy, cash, or administrative cost allowabce

fch Toan end loan guarantess {lpane) at institutiens of higher

tion. When loans are made to students of an institution of higher

ation but the institution deoes not make the lcans, then only the value of

s made during the year shell be considered Federal awards expended in ‘that
The halance of loans for Drevious. ye2ars 1S Dot included as Federal

awards erxpended hecause the lemnder accounts for the prioz balqnﬂes

(d} Pricr losn and loan guarantees (loangl. Loans, the proceédé of
which were received and expended in prioxr- ynars,_are not considered Federal
awards expended under this part Wwheh thie laws, regulations, and the prow.51onE
cf contracts or grant agreem2nts pertawplng +D such loans impose no contlnLlng
compliance re QL¢*EHFP+S other ynan to repay the lonans. -

{e] Endowment funds. The cumu*atlve balance of Federal awards for
endowment funds which are federazlly restricted zre considered awards sxpended
in ezach yezar in which “he funds are st ¢ll restricted.

} Fr e rent. Free rént received by itself is not comsidered a
Federal awerd expendsd undeT th s part. However, fr nt re ive
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4 s !
s swviards szpended and zubs

iy
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t
.
\

i Faluang non-cash assistange Federz.: non-cesh zgssistance, such 4s
d szamps, food commodities, donated propslty. of donated surpous
i he ived at fair merket value at tnhe time ¢l recslLpt LI The
ed by ine rederal agency.

fi Medicaid. Medicaid paymentis to a subrecipient for providing
natliant care services to Medicaid s2ligible individuals are not considered
Federal awards sxpended under this part unless a State requires the funds to
be trezated as Federal awards expended because reimbursement is on a cost-
reimbursement basis.

(31 Tertain loans provided by the National Credit Union
administration. For purposes of this part, loans made from the National

V]

[=]

Credit Union Share Insurance Fund and the Central Liguidity Facility Zhat ar
funded by contributions from insured institutions are nct considered Federal
awards awxpended. .

3

5 .210 Subrecipient and vendor determinations.
{a) General. An zudite= may be a recipient, a subrecipient, and a
vendor. rederal awards expaendsd as a recipient or a subrecipient would be

subject to audit under this part. The payments recaived for goods or servicss
provided as a vendor would not be considered Federal awards. The guidance in
paragraphs {b) and {ec) of this section should be considered in determining
whether payments constitute a Federal award or a payment for goods and
sarvices,

{bl Federal award. Characteristics indicative of a Federal awar-d
eived by a subrecipisnt are when the organization:

Fg
]
]

(2) Has its performance measured against whether the objectives
of the Federal program are met:;

(3) Has responsibility for programmatic decision making;

{4) Bas responsibility for adherence to applicable Federal
program compliance requirements; and

(5) Uses the Federal funds to carry out a program of the
organization as compared to providing goods or services for a pregram of the
pass-through entity.

{c) Pavment for goods and services. Characteristics indicative of a
payment for goods and services rsceived by a vendor are when the organization:

{1) Provides the goods and services within normal business
operations;

10 ATTACHMENT . &
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Z Frovides goode oY services Thel zre encilligry to Tne
opereTiul O The Federel procramn: ald

5 Iz not sabhect T o«f the Federsl
DIOGran

(g Use of judament irn mekhing determinetion. There may be unusual

Circumstances Cr exceptions teo The listed cheracreristics. Im making the
determination of winether a suprecipient or vendoer relationship ewists, the
supstence of The relationship is more important than the form of the
agreement Tt 1s not erpected that 211 of the characteristics will be present

and judgment should pe vsed in determining whether am entity is a subrecipient
vr vendor.

te) For-profit subrecipient. Since this part doks mot apply to for-
prof-t subrecipients, the pass-through entity is responsible for establishing
reguirement s, &g necesgsary, Lo ensure compliance Dy for—prbfit subrecipients.
The contract with the for-profit subrecipient should describe applicable
compliance regquirements and the for-profit subrecipient's compliance ‘
responsibility. Methods. to ensure compliance for Federal awards made to for-
profit subrecipients may include pre-award sudits, monitcoring during the
contract, and post~award audits. -

(£} Compliance responsibility for vendeors. In most cases, the

eauditee's compliance responsibility for vendors is only to ensure that the
procuremenh, receipt,. and- payment for goods and services comply with laws;

regulations, and the provicions 6f contracts or grant &greements.” Program
compllance regquirements normzlly do not peass through te vendeors. However, the
auditee iz responsible-for ensuring compliange for vendor transactions which -
are structured such. that' the vendor is responsible for progran compliance or:
the vendor's records must be reviewed to determine program compliance.- - Elso,
when these vendor transactions relate to a major program, the scope ¢f the
audit shall include determining whether these transactions.are in ‘compliance
with laws, 7egL1“'Dns, and the provisions of contracts or ‘grant agreements.

§  .215b Relation to other audit requirements.

= gudit under this part ip laeu of other audits.” 2n audit made in
accordance with this part shall be in liev of any financial audit reguired
under individuzl Federal awards. To the extent this audit meets a Federal
adency’'s needs, 1t shall rely upon and use such audits._ The prov1510ns (¥4
this part neither limit the authority of Federazl zgencies, ntludlng their

Inspectors General, ‘6r BAOC to conduct or arrange for additional audits (e. g
F’naﬁrial audits, performancc audits, eveluations, 1nspectlons, or réviews)
ner authcrize eny aud tee to constrain Federal agenc1e5 from caTryTng out
edditionsl audits. “Rhy additional audits shzll be p‘anned and perfo;mpd 1n
such a wzy as to buwlc upon wory performed by other- audlto*s

{5} Federal agencyv. to pav for additional uUd’tS. A Federa7 ageticy -
that conducts cr conira ;5 Lor additional audits shzll, consistent with other
‘epplicaple laws and regulations, arrange for funding the full cost ¢f such
additionzl audits. 7
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Foaduest B WETTDT DT YA,
VoMery NegUest T ¥ Federa projram a2oud
Crowyugram ln Lis onZUTLING LY ArTANGLNG
. : 3 » r2dussTs Enould be mage
cal wear ¢ pe audited, Thz
or, snourd promplly respond 1o
evher The arogram would 2therw
based audit approach descrined
remental cost The Federal agency
cee whethaer 2t wWants Zhe Trngram
7} a5 3 maior ] gram is L6 e avdiled az oz malnr
gram basad upon this Faderal agency raguest, and the Federal agency agr=aes
Lo pay the full incremental cests, then the auditee shall have the program
sudited as a major program. B pass-through entity may use the provisions of

this paragraph ior a subrecipiedt.

5 . 220 Frequency of audits.

Except for the provisions ifor bienniegl audits provided in paragraphs (a)
and (k) of this section, audits reguired by tnis part shall be performed
annually. Any biennial audit shall cover both years within the biennial

period.

ta) A State or local government that is regquired by constitution or
statute, in effect opn January 1, 1987, to undergo its audits less frequently.
than annually, is permitted to undergo its audits pursuant to this part
biannially. This reguirement must still be in effect for the biennial period
under audit.

) Any non-profit organization that had hiennial audits for all
biennial periods ending between July 1, 1992, and January 1, 1995, is
permitted to undergo its audits pursuant to this part biennially.

§ 225 Sanctions.

No audit costs may be charged to Federal awards when audits reguired by
this part have not been made or have been made but net in accordance with this
part. In cases of continued inability or unwillingness to have an audit
conducted in accordance with this part, Federal agencies and pass-through
eritities shall take appreopriate action using sanctions such as:

{a) Withholding a percentage of Federal awards until the audit is
completed satisfactorily;

() Withholding or disallowing overhead costs;
{c}) Suspending Federal awards until the audit is conducted; or

(d) Terminating the Federal award.

3 . 230 Audit costs.

{a) Allowable costs. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal awards. The charges may be considered a direct cost or an allocated

indirect ¢ost, as determined in accordance with the provisions of applicable
OMB cost principles circulars, the Federal Acguisition Regulation (FRR) (48
CFR parts 30 and 31), or other applicable cost principles or regulations.

12
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Lev.ng &n sudit conducted unger tnls part However, thic does not
pess-thnrougnh entity from charging Fsasrsl awards for The cus of "m
audlites To monitor its subrecipients in accordan

provided The subrecipient doesg not have a $ingl

part, iimited scopes audits only include agreed

conducted in accordance with either thne RICFE' s

stenderds or attestation standeards, that &re pa

“hrough entity znd address only one or mors of

compliznce reguirements: activities allowed or

costs/cost principles; eligibility; metching,

znd, reporting.

& .235 Ercgram—specific audiis.

2} Prooram-specific audit guide svailable. In meny cCases, a program-
gcific sudit guide will be avzilable to provide specific guidance to the
auditor with respect to internal control, compliance reguirements, suggested

t procedures, and audit reporting reguiremernts. The auditor -should
contact the Gffice of Inspector Generzl of the Federal dg&ncy to determine
wnether such e guoilde is available. When a current program-specific aundit’
guide is svzilable, the auditor shell follow GAGAS arnd the guide wWhen
performing a program-specific audit. o SR

(b) Program-specific audit guide not available. 1) When‘a-program—
specific audit guide is not availzble, the audwtee &nd” auditor shall have
besiczlly the same responsibilities fo¢r the rederal prog*am s thﬁy would have
for an audit of 2 major program in a single audit. ‘

(2) The auditee sghall prepare the finénCLalustatement(SJ for the

Federsl program that includes, st & minimum, a schedule of expenditures of
Federzl awards for the program and notes that describe the significant
accounting policies used in. preparing the scheduls, a summg*y schedule of
pricer audit findings consistent with the rﬁqulfemcnts Of 8 /315(b), and =a
corrective action plun consistent with the requirements of § LA1n{ey
(3 The auditor shall:
(i) Perform an audit of the financial statement{s) for the

Federezl program'in_accordance with GAGRE; - SR .

_(Al) Obtain an unoerstandﬂng of lnterndl PonLro1 and

pericrm tests of Lnternn? control over the Fece“al program con51stent wxun the
*equ‘rﬁmen+5 of § SOD(c) »or_a major program,

(iii);Perform procedures to determiné wherher the auditee
hes complied with laws; ‘regulations, and the provisions of coniracts eor grant
agreements that could. have a direct and material effect on the Federal program
consistent with the quLlremen of §  .500(d) for e major program; and




andt
Tne SuMmary s
of anv prio

=2 in the form of eithner
nompined or gseparat nized difierently Irom the mann
oresanved in this s Z e T i at
was conducted in accordance with this part and include the foliowing:

ey
shall sta<te that the zudit

(1} bn opinion {or disclaimer of opinion) &$ to whether
the financial statement{s) of the Federal program is presented fairly in all
material respects in conformity with the stated accounting policies;

{ii) & report on intarnal control related to the Federal
program, which shall describe the scope of testing of internal control and the
results of the tests;

{iii) A report on compliance which includes an opinion {or
disclaimer of opinion} as to whether the audites complied with laws,
regulations, and the provisions of contracts or grant agreements which covid
have a direct and material effect on the Federal program; and

{iv) A schedule of findings and guestioned costs for the
Federal program that includes a summary of the auditor's results relative t
the Federal program in a format consistent with §  .505(d) (1) and findings
and guestioned costs consistent with the requirements of §_ .505{d) {3).

o]

(c)H Revport submission for program-specific audits.
{l1) The audit shall be completed and the reporiing required by paragraph
(c) (2} or (&) {3) of this seaction submitted within the earlier of 30 deys after
raceipt of the auditor’s report{s}), or nine months after the end of the audit
period, unless a lenger period is agreed to in advance by the Federal agency
that provided the funding or a different period is specified in a program-
specific audit guide. {However, for fiscal years beginning on or before June
30, 1998, the audit shall be completed and the reguired reporting shall be
submitted within the earlier of 30 days after receipt of the auditor’s
report(s), or 13 months after the end of the audit period, unless a diife
period is specified in a program-specific audit guide.} Unless restricted by
law or regulaticon, the auditee shall make rzport copies available for public
inspection.

rant

(2) When a program-spzcific audit guide is available, the
auditee shall submit to the Federal clearinghouse designatsd by OMB the data
collection form prepared in accordance with &  .320(b), as applicable 1o a
program-specific audit, and the reporting required by the program—specific
audit guide to be retained as an archival copy. Blso; the auditee shall
submit %o the Federal awarding agency or pass-through entity the reporting
rsguired by the program-specific avdit guide.

(3% When a program-specific audit guide is not available, the
reporting package for a program-specific audit shall consist of the financial
statement {s) of the Fsderal program, a summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (b) (2} of
this section, and the auditor's report(s) described in paragraph (b} (4) of
this section. The data collection form prepared in accordance with

14 -
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Z20({b}, =z=c¢ ap Loraln-g 2Ll Ohie COoDnY oI o
DITLTIY RAlRAGE = = To The eringnovze gsgfignated
ODME ©o nE reveined zg &l &rchlvel LoDy “he schedrle of
C.ngs end guesiionet coste disclicosed a: O The SUmMmEry SCnedtie

of prior eudit findings reporied the gtat v findings, trne auditee
srzll Supmit one wopy of 1he reporting pa "ederal -clearinghouse on
Lehaif of the Feasrzl aweraing SgQENCY, o e pass—tnrougi EnT iTYy-
ir whe cese of @ saprecipient Instead o he reperiing pachkege to
the paes-tnrough enti WHET & SODIecs eired Lo submit a
reportaing pachage ] pass—Lhroug“ ciprent shell provide
writter notification he pass-thro istent with the :
regquirements ¢f § 320 (e} (2) E cuDremp ent may supmit a Fupy of ihe.
reporting paclkage toe the pass-inrough entity to comply with this notl ication
requirement .

(d) Qther sections of this part mav applv.- Drog*am speci ific audits
are subliect to § 100 through 5___ 215(b), 5," 220 tn*ougn 5§ .230,
& . 300 throhgb-§___.305, § 315, &. . 320{F) :hrougL S_ -320(3y., §__ - 400
tnrough $  .405, §  .510 threough §___.515,,and other-r eferenced provisions -

of this part vnless comtrary to the provisions of this secticn, a program=
specific audit guide, or program laws and regulations.

Subpart C--Auditees
g . 300 Audites resporsibilities.

Tne auditee shail:

{a) ldentify, in 1ts accounts, &ll Federal awards received and
erxpended and the Federal programs under which they were received. Federzl
program and dward identification shall iinclude, . as; apyllcable, the CFDA title
and number,. award npumber and yesar,; names of.. the,Fnderal aaency, “and namé of the
pass-through sntity. ' :

(D) Malnta1n intermal control over- Fede:al programs Lhat prov;des
rezsonable 'assurance that the auditee ;s managlng : .
Federzl awards in compliance with lawu, regulatlons, and the- prDVLSicns of'
contracts or grant agreements that could havé a materlal effect om each. of Ls
Federzl programs:

(c) Fomply w1th laws, gu‘atlons,ﬂand ‘he pIDVlSlOHS of contracts or
grant gveemen*s rnlutﬂd to” Each of ltS Federal p;ograms. '

(d} i' epare approprlate fi nanc1al statements, lncludlng the schedLle
of eypend4Turea of Federal awards in accordance - w1th 5. .310.

{e}) - Ensure that the audits requﬂred by thlS part are prcperly
performed and- 5me1 ted when due. When eyten510ns fto the.reporl submission
dué date requl*ed by & . .320(a) zre gran i,? ognlzant 0L, overs;ght
agency for dudit) promptly notify the Feaer T
and ‘each pussﬂ+hrougb entity provi clng Federzl ay

5

aIdS of tne exten51on‘ !

(£) Follow up znd tzke corrective_aCtién_ﬁn'aﬁdit i nd_ngs,.;pp‘
pPreparationof a-summary schedule of prior audit. findings and & correcti
acticn plan in. adkorfdance with § ° .315(b) and § ~3151{c), respectively.
g .305 :ﬁglection.
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curement . In SIOTUr.oTiu ;i <
Lo standards DIe:Cl;Uad oy aragensnt TOMMON
Fu.a o red to as the "p-10Z -ummOh RLL“"? oukligned March 1l,
AR ang april 19, 129% jinsert aporoprl =107 r
A=310, inistrazlive Reguliremenis hgree
Instiltutions ol Higher Taucahloﬁ, Hospitals and 2r N Tolit
Organizetions,” or the FAR (48 TR part 42y, as wilica (OMB Tirculsrs are
available from the Oifice of Admlnlstration, Publizations Office, room 22900,

b

Mew Executive Office Building, Washington, DT 20503 Whenever possible,
auditess shall make posi\.iv‘= afforts o utilize small buginesses, minority-
owned firms, and women's business enterprises, in procuring audic servioces as
stated in the A-102 Common Rule, OMB Circular A-110, or the FAR (48 CTFR part
42}, as applicable. 1In reguesting prooosals for audit services, the
objectives and scope of the audit should be made clear. - Factorg to be
considered in evaluating =ach proposal for audit services include the
responsivaness to the reguest for propasal, relevant experience, availabilicy
of staff with professional qualifications and technical abilities, the resulcs
of external guality control reviews, and price.

(b} Restriction on suditor preparing indirest cost pronosals. An
auditor who prepares the indirect cost proposal or cost allocation plan may
not also be selected to perform the audit reguired by this paxt when the
indiract costs rezcoverasd by the auditee during the prior year exceeded 351
million. This rastriction applies to the base year used in the preparation of
the indirect =ost proposal or cost allocation plan and any subsequent years in
whish the resulting indirect cost agreement or cost allocation plan is used to
recovar costs. To minimize any disruption in existing contracts for audit
eervices, this paragraph applies to audits of fiscal years beginning after
June 30, 1998,

(c) Use of Fedgrél auditorg. Federal auditors may perform all cr pzrt
of the work reguired under this part if they comply fully with the
reguirements of this part.

§___.310 Financial statements.

{al Financial statements. The audites shall prepare financial
statements that reflect its financial pesition, results of operations or
changes in net assets, and, where appropriate, casn filows for the fiscal year
audited. The financial statements sball be for the same organizational unit
and fiscal year that is chosen to meset the reguirements of this part
However, organization-wide financial statements may also include departments,
agencies, and other organizational units that have separate audits in
accordance with §  .500(a) and prepare separate financial statements.

(b} Schedule of expenditureg of Federal awzrds. The auditee shall
also prepars a schedule of expenditures of Federal awards for the period
covered by the auditee's financial statements. While not required, the
auditee may choose to provide information reguested by Federal awarding
agencies and pass-through entities to make the schedule easier to use. For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for each award year separately. At a
minimum, the schedule shall: :

{1} List individual Federal programs by Federal agency. For
Federal programs included in a cluster of programs. list individual Federal
programs within a cluster of programs. For R&D, total Federal awards expended
shall be shown either by individval award or by Federal agency and major
supbdivigion within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human
Services.
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xpended ‘cr cearcn —noividaal
. -

wnen —he CFDL

che gignificant acoounting

(3 I'c the extent practical, pass-through-entities. should
identify in the schedule the total amount provided to subrecipients from each
Federal program o S ' ; :

(&) Include, in =ither thé schedule or z note to the scnedule,

the value of the Federsl awards expended in the form of non-zzsh assistance,
the amount of insurance in effect during the year, and lcans or loan '
guarantees. cutstanding at year end. While not “equﬁ?ed it is preFerablE Lo
present this. information in the scncdule . .

§  .215 zudit findings :Ec:l_lc_r_w—up.

{z) General. - The auditee 1= responsible. for follow-up and cor:ectlve
actionr on all audit findings. As part of this responsibilicy, the aud¢fee
shall prepare a summary schedule of prior’ audit findings. . Thz auditese shall
zlsc prepare a corrective action plan for current year: audir. fi qdlngs. ‘The.
summary-schedule of. prior audit findings ‘and the corrective action plan shall
include the reference numbers the auditdr aseignms to audit findings under .
5 .510¢ (c). Since the summary schedule may iriclude audit findings from
miltiple years, it shall 4nc7ude the J_'*sc:a'L year i1 owhich the finding ..
initially occurred. : o i :

(L)~ - Summary. scheduls of Lricr. audit findings. The summary -schedule of
pricr audit findings shall’ ?eport the status of z2llaudit findings imncluded in
the prior audit's schedule of fihdings and -glestioned costs- relative to
Federzl awards. The summary schedule shall zlso include audit. flndlngs
reported. in the prior audit's summary schedule of pricr audit findings~ except
audit findings listed as correctiéd in accordance with parag*aph (b} (1) of thi=s
section, or no longer velid or not warranting further actiom in accordsnce
with paragraph {b}{(4) cof this,section.

{1} When audit find ngs w&re Lully cor*ec*ed thF -SUMmEIY
schedule nsed only list the audit findings and state that correctlve action
WaE taken :

(2} When aud*t fﬂndlngs were not ﬁor;ected ‘or were on7y
partially corrected, the summary schedule ‘shall ‘describe the planned
corrective -action as w&ll a5 any partlal co*rﬂctwve action taken

(3] When correctwve action taken is s;gnlflcantly different from
corrective action previously reported, inm a‘correctlve action plan or in the
Federzl-agency'=s or pass-through entltyﬁs, anag=m=nt dec15;or, ‘the Bummary -
schedule shall provide an eypTanat on. ., : : R

(£} © -When the auditee b611=ves:The audit :'ndl ngs are ne longer
valid or do not warrant further action, the reasons for ‘this po=1tlon_shall-be
described in the summary schedaule. A valid_reason for considering an audit
! 25 not warranting further actiom 1s that all of the following have

(i}  Twe years have passed singe the audit report in which

e AT'TACHM!.:N'T 6




Tne fonding octurred wes submitted to the Faderel clzaringhouss:

r pass-through 2ntizy s no:
ne audit Ifinding; and

(iiy The P

srly Zoiiowing up wiih

1iii; » management d=ecision was not issued.

‘c) Toryective accilon vlan. At the completion of the audit, ne
auditee shall prepares a corractive agtion plan to address each audi:z Zinding
included in the current yzar auditor's reports. The corrective action plan

shall provide cthe name’s) cof tChe contact personis) responsible for correctlive
action, the corrective action planned, and the anticipated completion date,

acticn is not reguired, then the corrective action plan shall include an
explanation and specifiic reasons.

§  .320 Report submission.

(a) General. The audit shall be completed and the data collection
form described in paragraph (b) of this section and reporting package
described in paragraph (e} of this section shall bes submitted within the
earlier of 30 days after receipt of the auditor’'s report{s), or nine months
after the 2nd of the audit period, unless a longer period is agreed to in
advance by the cognizant or oversight agency for audit. (However, for fiscal
years beginning on or before June 30, 1998, the audit shall be completed and
the data collecfion form and reporting package shall be submitted within the
earlier of 30 days after receipt of the auditor’s report{s}, or 13 months
after the end of the awdit period.} Unless restricted by law or regulation,
the auditee shall make copies available for public inspection.

() Data Collection. (1) The auditee shall submit a data collectiion
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
results of the audit. The form shall be approved by OMB, available from the
Federal clearinghouse designated by OMB, and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial officer} shall sign a statement to be included as part of
the form certifying that: "the auditee complied with the requirements of this
part, the form was prepared in accordance with this part (and the instructions
accompanying the form), and the information included in the form, in its
entirety, are accurate and complete.

(2) The data collection form shall include the following data
elements:

(1} The type of report the auditor issued on the financial statements of
the auditee {i.e., ungualified opinion, gualified opinion, adverse
opinion, or disclaimer of opinion).

(1i) Where applicable, a statement that reportable conditions in internal
control were disclosged by the audit of the financial statemesnts and
whether any such conditions were material weaknesses,

{(1ii) A statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the auditee.

(iv) Where applicable, a statement that reportable conditions in internal
control over major programs were disclosed by the audit and whether
any such conditions were material weaknesses.

(v} The type of report the auditor issued on compliance for major

1B
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programe
O LTl O
AL E 1St O %
“ne repo:z
E-133
Vil STaTement as to whetner cne suditese gualified zs & low-
undéer § S3C of OME Circular R-1ZZ

tnreshcld used nc distinguish betwsen Type & and Type E

defined in § 0520 (b) of OMB Circular k-132
f430) 1 Catzloo of Federal Domestic Zsgistance (CFDR) number for each
rogram, s applicable.
(a0} The name of sach Federzal program and identificaticon of each major

program. Individual programs within e cluster of programs should ke
listed in the same level- of deteil az chey are listed in the schedule
of expenditures of Federal awards . : Coe

(1) The amount of expendltures in the schedule of =}pend1:ures oT Federal
awards associat ed w1th each Federal program.

{zdid) For esach Federzl program, a yes or no s:atement asgtb whather there
zre audit findings in each of the following types of compliance
reguiremencs and the total amount of any guestioned costs:

-y Activities allowed or unallowed.

(B} 2llowable costs/cost principles.

{C} Cash managemsnt .

{D) Davis-Bacon Act.

(E} Ellglblllty

(F) Equipment and real property management.
G Matching, -level of effort, earmarking.

(2 Period  of availability of Federzl funds.

)
}
(1) Procurement and suspensron and debarment.
{J) Program income:
(¥} Real property ‘acguisition and relOCdtlon assrstanﬂe
(L) Reporting.
M) Subrecipient monitoring )
(¥} Spac1a1 tests and prov151ons
{iii} Zuditee Name, Empﬂofer Identlflcatlon Number 5) Name and Title of

Certifying Off1c1al TeleDhone Number Slgnarure and Date.

{xziv} Zuditor Neme, Name and T1t1e of Contact Person, Aualtor Address
- huditor Telephone Number, Slgnature and Date.

baty Whether the audﬂtﬁe has 81ther a cognrzant or DV&ISTth agency for
audit. . " . .
{xvi) The nams of the cognizant or oversight agency for éﬁﬁif defermined in
accordance with § . 400(a) and”SA 400(b) respecbiv&ly.-
(3} U51ng the lnformatlon included in tne reportlng package"

deschbed in paragraph () “of thls section, the auditor shall complete:-the.-
applicable secticns of the form. The audrtor shall sign a. statemént ‘to be
included as part of the data colTectlon form that indicates, at a minimum, the
source of the 1nformatwon ifgluded in'the form, the auditor’s respomsibility
for the informat_on, that ‘the form is not & substitute for the reporting
package described in paragraph j;) of this section, and thai the content of
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mne Iorm _s limited vo the datas slements prescribed by OWME.
o] Renorting package. The roporting package shall nclude fhe:
I Financial statements and scohedule of evpenditures of
Fadera. awards Zistussed in §__ .310{a) and § 210(b), respectively;
(21 Summary sSchedule of pricr audict Zindings Ziscussed in
§  .315(b);
{2 sudi<or's veport’s) discussed in §_ .505; and
ta) Corrective action plan discussed in §,_ .215(c).
{d} Submission Lo clearinghouse. All auditess shall submit to =Zne

-J

derdl clearinghouss designated by OMB the data collegtion form dascribed In
-agraph (b) of this section and one copy of the reporting package described

pa
in aalagraph (¢} of this section for:

(1) The Federal clearinghouse to retain as an archival copy;
and

(2) Each Federal awarding agency when the schedule of findings

and guestioned costs disclesed audit findings relating to Federal awards that
the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Fﬂderal
awards that the Federal awarding agency provided directly.

{2) 2dditiona)l supmission bv gsubrecipients. {1} In addition to the
requirements discussed in paragraph (d) of thisg section, auditess that are
also subrecipients shall submit to =ach pass-through entity one copy of the
reporiing package described in paragraph () of this section for each pass-
through entity when the schedule of findings and gquestioned costs disclos=d
audit findings relating to Federal awards that the pass-through enticy
provided or the summary schedule of prior audit findings reported the status
of any audit findings relating to Fe2deral awards that the pass-through entity
provided.

(23 Instead of submitting the reporting package tc a pass-
through entity, when a subrecipient is not required to submit a reporting
package to a pass-through entity pursuant to paragraph (e) (1) of this section,
the subrescipient shall provide written notification te the pass-through entity
that: an audit of the subrecipient was conducted in accordance with this part
{including the period covered by the audit and the name, amount, and CTFD2
number of the Federal award(s) provided by the pass-through entity); the
schedule of findings and guestioned costs disclosed no audit findings relating
to the PFederal award(s) that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award(s) that the pass-through entity
provided. A subrecipient may submit a copy of the reporting package described
in paragraph (¢} of this section to a pass-through entity to comply with this
notification reguirement.

(f) Reguests for report copies. In response to reguests by a Federal
agency ©r pass-through entity, auditees shall submit the appropriate copies of
the reporting package described in paragraph (e¢) of this section and, if
requested, a copy of any management letters isgued by the auditor.

(g} Report retention requirements. Auditees shall keep one copy of
the data cocllection form described in paragraph (b) of this section and one
copy of the reporting package described in paragraph (e} of this secticn on
file for three years from the date of submission to the Federal clearinghouse

20
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aBC ZLTE W = a el
ant akble F Ntz datz ta ~ . A
ay . provide app:dprla;e ;nformd ion zo Federal agencies, and focllow up
wi rnowr auditees which hewve nort submitted the regulired data collection
o sng reporling pathages. ' '

‘i)  Clesringhouse address. The address of the Pederel clearinghouse
currently designated by OME is Federal rudit Clearinghouse, BL eaﬁ o the
Census, 1Z01 E. i0th Street Jeffersonville, IN 47122, '

£ Electronic flTan lKothing in this part shall preclude electronic

submissiong to tne Federal clearinghouse in such manner as may ke approved by
CME. With OME approval, the Federsl clearinghouse may pilot test methode of
electronic submissicons.

Subpart D--Federzl Agenciesg and Pass-Through Entities
5 -y e Responsibilitiesn.

la) Cognizant "agency for audit responsibilities. Recipients expending
more than $25 million (550 million for fiscal years ending after December 31,
2003) & vear in Federal awards shall have a cogmizant agency for ‘audit. The
decignated cognizant agency  for audit shall be the Federzl awarding agency
that provides the predominant amount cf direct funding to a rec1pﬂent unless
OMB makes a specific cognizant agency for audit assignment. -

FolTowvng is effective for fiscal years ending om or before Decnmbe? 31, 2003:
To preovide for continuity of cognizance, the determination of the predomlnant
amount of .direct funding shall be based upcn direct Federal awards expended. in
the recipisnt's ifiscal years® ending in 1595, 2000, 2005, and: every £ifth year
thereafter. For examplée, audit cognizance for pnrlods End*ng in 1997 through -
2000 will be determined based on Federal awards expended in 1996 ., [Howevor,
for States and local governments that expend mere than 525 millicon a year Aan -
Federal awards and have previously assigned cognizant adgencies for audit|, the
requirements of this paragraph are nmot effective uncil fiscal years begﬂnrlng
after Jun= 30, 2000. )

Fcliow*ng is PIfeCthE for fiscal years endlng after December,BJ 2002 ;

The- determination of the predomimant amcunt cof direct fundirig shall be baseéd
upon diresct Federal ‘awards’ eypended in the recipient's fiscal years ending in
2004, 200%, 2014, and every fifth year thereafter. For examplé, audit
cognizance for perlods cndlng in 2006 through 2010 will be determined based-on
Federal awards expended in. 2004, {However, for 2001 through 2005, the
‘cognizant agency for audit is determined based on the predominant amount of
dlfect Federal awards ETPEDQEd in the recipient's flscal year ending in 2000} .

Notwithstanding the manner in which audit cognlzance is aetermlned - Fedlral
awarding agency with cognizance for an audites may reassign cognizance to
another Federal awarding agency which provides. substantial direct funding. and
agrees to be the cognizant agency for audit., Within 30 days after LAY ..
reassignment, both the old =znd the new Cogn1zant agency. “for audit. sball not;fy
the auditee, and, if known,.the auditor of the reassignment. The cogﬂ;zant
agency for audit shall ' o SEECI Tk o

{1) ._,Pruv-de techniczl aundit advice and liaison Lo aud1tees and
auditors. _— .
{2) . .Consider auditee reguests for extensions to the report
21
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regurred oy § 220 (e Tne Ccognizant #0ehCy 10T 2UCIT

fzr gaood zause,

(5 Obmain or condugt guality con:trsl reviews of seiscis
ud.vs made 5y non-Fedérzl auditors, and provide the results, when
appropriate, to other interested organizations,

4) Promptly iniorm other affected Faderal agsncies and
appropriate Tederal law enforcement officials of any direct reporting by the
audizzs or its
-r laws and re

auditor of irregularities or illegal acts, as reguired by GAGBE
Jqulilacions.

[N S I

(5} Advise the auditor and, where apvpropriate, the auditse of
any deficiencies found in the audits when the deficiencies require corrazctive
accion by the auditor. When advised of deficiencies, the auditee shall werk
with the auditor to take corrective action. If corrective action is not
taken, the cognizant agency for audit shall notify the auditor, the auditee,
and applicable Federal awarding agencies and pass-through entities of the
facts and make recommendations for follow-up action. Major inadequacies or
repatitive substandard performance by auditors shall be referred to
appropriate State liceneing agencies and professional bodies for disciplinary
action.

(6) " Coordinate, to the extent practical, audits or reviews
made by or for Federal agencies that are in addition tec the audits made
pursuant to this part, so that the additional audits or reviews build upon
audits performed in accordance with this part.

{(7) Coordinate a management decision for audit findings that
affect the Federal programs of more than one agency.

(8) Coordinate the audit work and reporting responsibilities
among auditors to achisve the most cost-effective audit.

(9) For biennial audits permitted under § .220, consider
auditee requests to qualify as a low-risk auditee under § .530(a) .
(b)) QOversicht agency for audit responsibilities. 2n auditee which

does not have a designated cognizant agency for audit will be under the
general oversight of the Federal agency determined in accordance with

§ .105. The oversight agency for audit:

(1) Shall provide technical advice to auditees and auditors as
reguested,.

(2) May assume all or some of the responsibilities normally

performed by a cognizant agency ifor audit.

(c) Federal awarding agency respongibilitiesgs. The Federal awarding
agency shall perform the following for the Federal awards it makes:

{1} Identify Federal awards made by informing each recipisnt
of the CFDA title angd number, award name and number, award year, and if the
award is for R&D. When some of this information is not available, the Federal
agency shall provide information mecessary to clearly describe the Federal
award.

{2) Advise recipients of requirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant
agreements.

{(3) Ensure that audits are completed and reports are received

22
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LTE LLmElV mEnRDer and in aosordance

‘ Igsue & Manajemsnc
_____ ipt of the zudit
tlniﬁ \1‘ hf '} Y&f‘!? = ‘

e ‘Lesign & pETEOn
i The compilance supplament Lo

i i g-rhrough ent:
pericrm ths following for the

s . Lk pass-tLhrough entity shall
L males:

] Jdentify Federszl awards made by 1nform'ng zach’

f CPDE title and number, award name and number, award ysar, if
R&D, and name of Federzl agency. Wnen.some of this information
bie, the pass-through entity shall pIOV’QE the best informaztion.
describe the Federal award.

@]

(23 'Advise subrecipients of requﬁfemehté imposed“oh them by
Federal Jlaws, regulations, and the provisions-.of contracts or grant agreements
as well =s, any supplemental reguirements imposed by the pass-through entity.

(3) Monitor the activities of subrecipienfsfas necessary to
ensure that Federal awards are used for authorized purposss in compliance with
laws, regulations, and the provisions of contracts or grant agresments and
that performance goals are achieved.

e Ehnsure that subrecipients expending $300,000 (£500,000 f£or
fiscal years ending after December 31, 2003) or:meore.,in Federal awards during
the subrecipient's fiscal vear have met the audit. “equwramﬁnts ‘of’'this part
for that fiscal. year.- : .

(5)° Tisue a management decision on audif £indings within six
months after receipt of the subrecZ pient's audit report. and ensure. that the
subrecipient. takes apprepriate and timely corrective action.

(6) Consider whether subrecipient audits necessitate
adjustment of the pass-through entity's own records.

{7)1.,"REQuire each subrecipient to permit the pass-through
entity ‘and auditors.toc have access to the IeﬂO*dS“and fimnancial statements as
necessary for the pass-through entity to comply with this: pqrt

§  .a05 Management decision.
{2} .. General. The wmanagement decision shall clearly state wnether or

not the auaﬂt finding is sustained, the reasons forthe decision, and the
expected auditee actioch to repay disallowed costs, make financial. adjushmpnts;
or take other-raction.: If the auditee has mot- completed-ﬁorvectlve actlonf'
timetable for. follow-up should be given. Priér to’isgliing.the managemnnt Y
decision, the Pederal.: AgENCy OI Dass- through entfty ma: eguUESL . & Lo -
edditional anormdt"on or documentation from the- aud"t '1nc1ud1ng a request
for auditor assurance: related to the documentatl i ;) ay’ of mltlgatlng

isallowed costs. . The management decision should-des any. appeal proaess
awa¢Tab*° Lo the aud1tee :

{D;LL Pndnfal-adenbv:. Bs provided in E .400{a) (7), the cognizant
agency for audit- ghalls be vnsponsible for coprdinating -@ management decision
for audit findings . ‘ 1
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A8 provided in § 400 (e} (3),
~osvl 4 managewmens Mesision
makes o reoipientcs. Llrerna

DHSLIS OY dgresment among The

g et

) Pass-shrough sntigv hs provided in § .400(4) (5}, che pass-
“nrough 2ntify shall be responsible for making the managemsnt decision for
audit Ifindings zhat rziate to Federal awards it makes —o subreacipiants

“dh Time reguirements. The sutily responesible for making the
management decision shall de 50 within six months Of raceint of Zne audit
repori.  Corregtive actlon should be initlated within six months after receipt
of the audit report and proceed as rapidly as possible.

le) Refarance numbers. Management decisions shall include the
refarence numbers the auditor assigned to zach audit finding in accordance

with §_ .510(e).
Subpart E--Auditecrs
§ .500 Scope of audit.
{a) General. The audit shall be conductaed in accordance with GAGAS.

The auvdit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizational units which expended or
ot.herwise administersd Federzl awards during such fiscal year, provided thac
each such audit ghall encompass the financial statements and schedule of
e¥xpenditures of Federal awards for each such department, agency, and other
organizational unit, which shall be considered to be a non-Federal entity.
The financial statements and schedule of expenditures of Federal awards shall

be for the same fiscal year.

(b) Financgial statements. The auditor shall determine whether the
financial statements of the auditee are presgsented fairly in all material
respects in conformity with generally accepted accounting principles. The
auditor shall also determine whether the schedule of expenditures of Federal
awards is presented fairly in all material respects in relatlon to the
auditee's financial statements taken as a whole.

(c} Internel control. (1) In addition to the reguirements of GRGAS,
the auditor shall perform procedurss to obtain an understanding of internal
control over Federal programs sufficient to plan the audit to support a low
assegsed level of control risk for major programs.

{2) Except as provided in paragraph (ec) (3) of this section,
the auditor shall:

(1) Plan the testing of internal control over major
programs to support a low assessed level of control risk for the assertions
elevant to the compliance requirements for each major program; and

(1i) Perform testing of internal control as planned in
paragraph (o) (2) (1} of this section,

(3} When internal control over some or all of the compliance
reguirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the plamning and performing of testing described in
paragraph (o) {2) of this section are not required for those compliance
reguirements. However, the auditor shall report a reportable condition
{including whether any such conditian i1s a material weakness) in accerdance
with § .510, assess the related control risk at the maximum, and cansider
whether additional compliance tests are reguired because of ineffective
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el Comriiance . i1 ¢ 2AdLITIOn Lo ULLE YEgQuiremsnig of GRGLE, twhe

czudicor 8nall dsterming whet! tng auditee has gomplied wizh laws,
regulaiions, and the provieions of ContyEfLE OFY gYant &graemeriis that mEy nave
& dirett and materisl effect on eacn of its mEj0r programs.

e Tne principal :Dm;l;ance.1#g1“*em;ﬂ"s applicable Lo mosSt
Federzl programs and the compliance reguirements of the lzraoest Federzl
programe are included In The Compiiandce suppl;ment_ )

(3} For the compliance reguirements related 1o Federal
programs’ contained in the comp11anﬂe supplement, an audit of these compliance
requiramnp*: will meet the reguirements of this part. Wnére there have been

changes to the compliance reguirements and the changes are not reflected in
the complliance supplement, the auditor :shall.determine the current compliance
reguiremencs and modify the audit procedures accordingly. For those Federal
programs not covered in the compliance supplﬁment the auditor should use the
types of complisznce requirements contained:r in the. comp?lance supplement as
guidance for identifying the types of compliance requirements toc test, and
determine the regquirements governing the Federal program Dy IEVASWlDQ the’
provisions of contracts and grant agreements and the laws and regulations
referred to in such contracts and grant agr ements.

(4) The compliance Lestlng Shall 1nc1ude tests of transzctions
and such other auditing procedures necessary to provide ths auditor sufficient
evidencs to support an opinion on compliance:-

: - _

(e} 2udit follow-up. The auditor shall follow-up on pricr audit
findings, perform procedures to assess: the reasonzableness of the summary:
schedule of prior audit findings prepared by the auditee in accordance with
§_.3315(k), and report, as a curréent year:audit -finding, when the auditor
concludes that the summary SCh”dL;E of prior .audit findings matgrially
misrepresents the status of any prior ‘andit  findi ing., The auditor shall’
periorm audit follow-up procedu es regardless of whether a leOI audit finding
relates toc a major program in the currgnt vear:. S

(f) Data Collection Form. Z2Zs T'eql:u.recl in. §. 32D{b)(3), the auditor
shall complete and sign specified sections ofrthe data ccllection form.

§  .505 Aﬁdit repoiting‘ :

~The auditer's *eport( } may be in Eh& *orm 1::#'F e#thpr combined or
sepaTate Yeports and may be organlzﬁd dlfferently from the manner presented in
this section. . The auditor's report (s) shall state. that the audit was
conducted in accordance with thls part and nclude the folloWlng*

{a) An opinion {or dlscTalmer of Opln’oﬂ) 25 to whether “the financial
statements are. presented fairly im all" ‘material. respects in conformity with
generally accepted dccounting prlnc1p1es and-an opinion:{or -disclaimer of
opinicn) as. to whether the schedule of- expen ltures ot Feaeral zwards, is
presented fairly.in all material resPPcts "'1on to the fﬂnanc1a1
statements taken as 2 whole, o

{0 A report on 1n"erndl contTDl reﬂafed to the f;nanc1a1 statements
and major prog?ams This report shall dﬂsﬁrlbﬁ the Bcope of testing: of.
internal control and the results of the tests, and,. ~where applﬂcable, refer Lo
the Separate schedule of Ilnd ngs and - questlonea costs ‘described-in pa?agraoh

{d&yof#his sectwon

- { } i B report on compliance with 1aws,lregulations, and the provisions
gt contraﬁts 0? g*ant agreements, noncompllange-with which could have =z
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or Zhe ZIinanTla. aTaTements. ; =he
discla.mer of osplnion  as o whelner wne audic
ns, and the provisions 2f contracis or grant a
ial eZfszct on sach major program, and,
schedule of fincdings and guestioned costs

3 geCulon.

Ixl

id; 2 schedule of findings and guestionad zogts which shall include
tne Iollowing three components:
tyy b summary of the auditor's r=sults which shall incliude:
(i} The type of report the auditor issued on the
financial statements of the audites {(i.e., ungualified opinion, gualiiied
opinion, adverse opiniocn, or digclaimer of opinion};

(ii}) Where applicable, a statemsnt that reportable
conditions in internal control were disclosed by the audit of the financial
stataments and whether any such conditions were material weaknesses;

{iii} 2 statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auditeze;

(iv) Where applicable, a statement that reportable
conditions in internal control over major programs were disclosed by the audit
and whether any such conditions were material weaknesses;

{v}) The type of report the auditor issued on compliance
for major programs (i.e., ungualifisd opinion, gualified opinion, adverse
opinicn, or disclaimer of opinion);

{(vi) A =tatement as to whether the audit disclosed any
audit findings which the auditor iis required to report under § .510(a);

(vii) An identification of major programs;

{(viii}The dellar threshold used to distinguish bhetween

Type A& and Type B programs, as described in § .520(b}; and
(1x) h statement as to whether the auditee gualified as
a low-risk auditee under § .530.
{2) Findings relaring to the financial statements wnich are

reguired to be reported in accordance with GAGAS.

(3) Findings and-ﬁuestioned costs for Federal awards which
shall include audit f£indings as defined in §__ .510(a}.
(i) audit findings {e.g., internal control findings,

compliance findings, gquestioned costa, or fraud) which relate to the same
issus should be pregented as a gingle audit finding. Where practical, audit
findings should be organized by Federal agency or pass-through entity.

(i1) Audit findings which relate to both the financial
statementa and Federal awards, as reported under paragraphs {d) (2) and (d}(3)
of this section, respectively, should be reported in both sections of the
schedule. However, the reporting in one gection of the schedule may be in
summary form with a reference to a detailed reporting in the other section of
the schedule.

§ .510 audit f£indings.
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& Lusir findinas reporIss. - Thne aucizor &n:-- repory . thz followang

25 audlt I.ncings inm e scnzdule of findings and qepa:;fnes coste

Iy keportarnle 2ondicions Ln internesl controul over mejor
programs  The sudifor s determination of whether z deliciency Zrn Internal
comTtrol is & reportable condition for the purpose of, reporting an audit
firding is xn relation to & Iype of compliance reguirement Idry & major Drogram
or an audit objective identiiied in lance. supple T The auditor
shail identify reportable condition individual or cumulativelwy
mater.al wezaknessss

(2 Materizl noncompliance with the provisicne of laws,
regulations, CONLYACLS, OF Grant agreements related Lo a major program. The

auditor's determ:natlon of whether a noncompliance with the provisiones of
lawe, YengatTDPS contracts, oY grant mgreements;is material for the purpose
of reporting an audit finding is in relatiom ko a type of compTran"e
requirement for a major program or ar .audit ob]ect1ve Wdentllrea in'the
compliance supplemsnt . i N

(3) Known guestioned costs which: are greater than £10,000 ;DT
& type of compliance’ *equlrement for a=major program. ., Known guesticned cost
are those Spec1f1ca11y 1dentﬂf1ed by the -auditor: . 'In evaTuatlng th= effect of
gusstioned costs on the opinien on compliance;: the .auditor Coms
estimate of total vosts guestioned (likely questloned coste), Tot jusr the’
guestioned costs specifically identified {known guestioned .costs). The
auditor shzall also report kneown guestioned costs when likely questlonnd costs
are greeter than $£10,000 for a type of compliance requirement for a major
DPrOgram. In reporting quest ioned costs, the auditor shall include information
to provide proper perspectlve for judalng the prEVa1encp and congequences of
the guesstioned costs: . .

(ay Known questlonnd costs which are greaterhthanktlo 0ao for
a Federal program wnith is mHot auditédas & major. program T
focllow-up, the auditor is mnot requ*red nnder this part-to. perrorm andlt ;*
procedures for such a Fedsral program; therefore, the auditeor will normally
not find questiconed costs for a program which: is-pot audited as. a major:
program.  However, if the auditor does become aware of quostwoned costs for a
Federal program which is not zudited asl [
abdir (follow-ip or other audit procedir . ied. C
greater than $10,000, then the audltof srall repert this, as, an auﬂlt flndlng

g why! -he audltor‘s report Dn
funQuallfled oplnlon, unless

- (5).‘] The 01rrumstances
compliance foT mWa]or. programs Is othe
such c1rcumstances are. othnrw15e reporte'm
findings and questioned costs for Tederal awards..

-~ (6} .  Known fraud affectlng a Federal award unless such fraud

fraud was

requ“rements of GAFAS
{75 . TnsLances wneve the re of " audlt,_ollow up procedures
disclosed that the summary schedule of prior audit findings prepared by the

auditee in accordance with § .J-S(b} mate rally mlsrepresents the status of.
any PrlO* audit flndlng % .

;i

dlnd'dEtaiIT Audlt f«ndwngs shall be presented in

¥ the auditee to prepare a correctlve action plan and take

ctlon and for Pederal qgenCres and pass through -entities to arrive
: “ic.information shall be. '




somieted, as applizanle, n aeuvd.: findings:

(%) Faderal program and specifiic

Ziuding the CFDA title and number, Faderal award number

dexal agency, and name 2f the e -~hrough snt
iniormation, sSuch as the CFDA ©i or Federzl award numbsr, -5 not
aval.able, the auditor shall pro information available to
describe the Federal award.

{2) The criteria or specific requirement upon whizh the audit
find.ng is pased, including statutory, regulatoryv, or other citation.

{3} The condition feound, including facts -—hat support the
deficiency identified in the audic finding. :

(4) Identification of guestioned costs and how they were
computed .

(5] Information to provide proper perspective for judging the
prevalence and congedquences of the audit findings, such as whether the audit
findings represent an isolated instance or a systemic problem. Where
appropriate, instances identified shall b2 related to the universe and the
number of cases examined and be quantified in terms of dollar wvalue.

{6} The possible agserted effect to provide sufficient
information to the auditee and Federal agency, or pass-through entity in the
case of a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper corrective action.

{7} Recommendations to prevent future occurrences of the
deficiency identified in the audit finding. '

(8} Views of responsible officials of the audites when there
is disagreement with the audit findings, to the extent practical.

() Reference numbers. Bach audit finding in the schedule of findings
and questioned costs shall include a reference number to allow for easy
referencing of the audit findings during follow-up.

§__ _.515 Audit working papers.

(a) Retention of working papers. The auditor shall retain wozking
papers and rzports for a minimum of three yezars after the date of issuance of
the auditor's reporti(s) to the auditee, unless the auditor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention period. When the auditor is aware
that the Federal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the parties contesting
the audit finding for guidance prior to destruction of the working papers and
reports.

{b) Access to working papers. Audit working papers shall be made
available upon reguest to the cognizant or oversight agency for audit or its
designee, a Federal agency providing direct or indirect funding, or GAC at the
completion of the audit, as part of a guality review, to resolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access to working papers includeg the right of Federal
agencies to obtain copies of working papers, as is reasomable and necessary.

28 ATTACHMENT . &

PAGE ... 28 . OF .. %2 PAGES




5

5 LEZL Meior progr

H -

fe; General he au . ch o dessrmine
which Federal programs #re mE ‘g risk-ba pproach shail
inc_ude cangideration of: O & and pricr zudit experienge,. oveérsight by
Fed=rz: mgenciet and pass-through enticies, and the inherent risk of the
Federzl program. The Process in paragraphe (b) tnrough (i) of this secrion
ghall be folliowsd - )

‘b Sret 1 {i)  The auditor sghell identify the Larger Federal
programe, whick shzll be labeled Type 2 programs. Type B Drograms are defined
as Federal programe with Federzl awards expended during the audit pericd
exceeding the larger oi: -

(i} €300, 000 or three percent [ 02) of total Federal
awards sxpended in the case of an auditee for which rotzl Federszl awards
expended sgual or exceed $300,000 burt are less than or egual to 5100 million.

{ii} £3 million or rhree-tenths of one percent (.003) of
Lotal Federzl awards expended in the case of an auditee for which totzl
Federal awards expended exceed 51060 mlll;on but are less than or equal tc §10
billicn.

(i31) 520 mllllon or 185 hundredths cf one p cnnt (. 0015)
of total Feaeral awards expended in the case of an zuditee for which total
Fazderal awards expended exceed 510 b11110n

12) Federzl programs not labeled Type 2 under paragraph (b) (1}
of this szction shall be labeled Type-B programs. '

{3} The wnclu ion of large leoan and lcan gua_ tees (loans)
should not result in the exclusion of 'other programs as Type z Dragrams -When
& Federal program providing loans significantly affects the mumber oOr. 51ze of
Type A programs, the auditor shall comsider this Federal program..as a Tvpe A
program and exclude its wvalues in QEEETmlnlng otnev Type B programs.

{4) For biemnmial audlts permitted under 5 220 Lhe
aete*mlnatxon of Type 2 and Type B pfcgrams Snall ‘e basnd upon the Feder
awards expended during cthe two year pﬁrlod

{c) Step 2. (1) The audltor”shall identify Type & programs whlch are
low-risk. For a Type A program ‘to be considered low-risk, it shall have: besn
audited. a5 2 major program in. at least one of the two most recent audit
periods [in the mest recent andit. perlod -imnthe case of a bpiendial audit),
and, in the most recent audit period, it 'shall ‘have had no-andit flndlngs=

under §  .510{a). However, the audltor _may iuse. judgment. and con51der that -
audit findings from guestioned costs (inder § . 510(a) (3) and 5= 510(a)(4),
traud under § - .510(a) {6), &nd audit foTlow up for the summary schedule of
prior audit findings under. 5. - .510(a) (7} do mot: preclude ‘the/ Type & program
from being low-risk:. The audltor Shall CODSlder the criteria’ i 8§ - ~wB25(c)
§ - .525(aydl), § .525{(d) (2}, and.§ .. .525¢ d) (3} the results of audit

follow-up; whether any. changes i personnel 0T systems affedting: a-Type h
program have significantly..incredsed-risk; and appTy proFESSLOnal~'uﬁgment"
determining whether a Typé A.pTDglam is low risk: '

{2} Notw1thstand1ng paragrauh tey (1) of thls_snctlon,_OMB may
approve a Fe deral awarding agsncy "5 reguest- tHAt & Type A prbg-am ats certain:
recipiente may not be considered low-risk. For example, it may be necessary
foT & larde Type R program. to - he. andited as major gach ysar 'at’ particular
.Tecipients to allow 'the Feder al: agency to comply with the Government
‘Management. Reform ket of 1594 (81 U.5.C. 3515). The Federal agency’ shall
:n911fv the recipient and, if-known, the uuiltor at least 180 daVS pricr to the
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and LT ohe vEZr T nE

Siszal vear uoo oo udized of DME s approval.

auilloed
v Type B programs which are

vd; Step 3. ‘L The euditor shall ld=nT:
ot ia in § .525. Howesver,

naah-crsk using professional judgment and zhe zeri .

anould the auditor selezt Jption 2 under Step 4 (paragraph {e) {2) {i) (B) of
ls sectiosn), the auditor is not reguired o identify move high-risk Type 2

orYograms <han the number 2% low-risk Type b programs. Except Ior known

reportable conditions In internal control or compliance problems as discussed

rL

in § .525(b) (1), § .525(b) {(2), and § .525(5](1), a gingle criveria in
§ .525 would seldom cause a Type B program to be considersd high-zrisk.

12) The auditor is not expected to periorm risk asssssments on
relacively swmall FPederal programs. Therefore, the auditor is only reguiresd to

=riarm risk asseasmencs on Type B programs that excesd the largey of:

g
i

(] $100,000 or three-zenths of one parzent {.002) of
total Federal awards sxpended when the auditee has less than or sgual to 5100
millien in total Federal awards expended.

. {ii) 5300, 000 or three-hundredths of one psrcent (.0003)
of total Federal awards expended when the auditee has more than $100 million
in total Pederal awards expended.

(e} Step 4. At a minimum, the auditor shall audit all of the
following as major programs:

(1) all Type A programs, =xcept the auditor may exclude any
Type A programs identified a2s low-risk under Step 2 (paragraph (e) (1) of this
section) .

{2y (i) Figh-risk Type B programs as identified under
either of the following two options:

(a) Option 1. At least one half of the Type B
programsg identified as high-risk under Step 2 (paragraph (d) of this section),
except this paragraph (e} {2) (i) (A} does not require the auditcr to audit more
high-risk Type B programs than the number of low-risk Type A programs
identifizd as low-risk under Step 2.

(B) Option 2. One high-risk Type B program for
each Type 2 program identified as low-risk under Step 2.

{1i) When identifying which high-risk Type B programs to
audit as major under either Option 1 or 2 in paragraph (e} {2){i){r) or (B},
the auditor is encouraged to use an approach which provides an opportunity for
diffzrent high-risk Type B programs to be audited as major over a period of
time. -

(3} Such additional programs as may be necegsary to comply
with the percentage of coverage rule discussed in paragraph (£) of this
section, This paragraph (e) (3) may ragquire the auditor to audit more programs
as major than the number of Type A programs.

(f) Percentage of coverage rule. The auditor shall audit as major
programs Federal programs with Federal awards expended that, in the aggregate,
encompass at least 50 percent of total Federal awards expended. If the
auditee meets the criteria in §__ .530 for a low-risk auditee, the auditor
nezed only audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Federal awards sxpended. .

(g) Documentation of risk. The auditor shall document in the working
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Lapers “he Yigk anzliveEls p:u:éés veged i GELEXIGILING MEJCTF Drograms .
ni Buditor e au =

performed and documented 1 da £ a
in appilying the risk-bzsed ). rogr i be
pregumsd COrrect. Challenges by Federal agenciev and pzes-through entities
shzll only be Zor clearly improper use ‘of the guidance in tkis pzrt. Howevel,
Federa. agencies and pass-through ensities may provide  auditcrg guidance abourt
che visk of & particular Federal program and the auditor shail con sider this
guidance in Qelermining major LroOgrAams LD audits not yet :ompleied.

. =y Dnv‘ation"rom'usﬁ cf risk criteria. TFor. £ rar- VEaY zudite, the
auditor may £1ect to determine majer programs as ail Type A programe plus. any

Type B pro grdms 2= necessary to meet the percentage of coverage rule discussed
in paragraph (£) of this section. Under this optieon, the auditor would not be
veguired to perform the procedures discussed in paragraphs {c), (d), and (e)
of this section.

{1} ﬂ first- -year audit is the fizst yEQT the entlty is audited
under this part or the first year of & change of auditor

{(2) 'Tb gnsurs that a fr eguent change Df'auditéfﬁ would not
preclude auvdit of high-risk Type B programs, this election for Iirst-year
gudits may not be used by an audltee more than once in every thpe YEETS .

§ .525 Criteria for Federal program risk.
{g) genseral. The auditor's determination should be based on an
overzll evaluation of. the risk of noncompliance occurring which could be
material to the Federal program. The auditor ghall uaze ;atditor judgment and
consider criteria, such as described in paragraphs (b}, “{e), =nd {d)-.of this
section, to idenmtify risk in Federal programs. 21sc, as part of the rwsk
analysis, the auditor may wish to discuss a partlcuWar Federsl program w1th
zZuditee management and the Federal agency or pass-through” entﬂty” o :

(b} Current and DIIOT audlt sxperience . '1)“"Weakneéses‘in intermal
control over Federsl-programs would indicate higher risk. #2onsideration
should he given to the control eénvironment over Federal" programs and such.
factors zs the expoctaflon of management's adherence to appl icable; laws. and
regulations and thes provlslons of contracts and grant agreements-and the’
competence and expnrlence of p@rsonnel who apgmi rlster the Federal programs

(1) A Federal Drogram adm;nlstered under mult_ple
internal control structures may have higher risk. When agsessing risk-in:a
1arge single audit; -the.auditor shall consider whether weaknesses are. isolated
in & single’ operatlng wnit  le. g., one college campus) o' pervaSLve th_ougbout
the entity. S . _ - T )

(ii}y When significant parts of & Federal program are.
passed through to subreciplents, a weak system for monitoring subrec1p1ents
wou1d indicate’ hlgher Ilsk

: '11) The extent to which computer proceSSlng is
administer Feaeral»mrograms,‘as ‘well as the compleylb
should be considéred by the auditor in assessing. rlskL
modified computer systems may also indicate risk.

(zy - Prlor andit findings would 1nalcate higher risk;
particularly when the situat ons 1qent1fﬁed in the andit Llndﬂngs could have a
significapt impact, on

)
1




Federg. Dproguasms recantlyv audicsss as mEtior Droagrams

may ne
i LniouT |
i) Oversiochr exerxcised pv Federal agesncies and pass-tShrouan entitiss .
7Y Dwersighnt sxercised by Pederal agencies or DJSS“;DTDUQH enzicies could
ndiTate ruisk For sxample, rzceat monitoring or other revisws periormed Dy
an oversight entity which disclosed no significant problems would indicate
sowsr risk., However, monitoring wnich disclosed significant problems would

2 Federal agencies, with the concurrence of OWM3, may
erzl programe which ars higher risk. OMB plans to provide th.s
ion in the compliance supplement.

(d) Inhersnt risk of the Fsderal program. (1) The nature of a
Federal program may indicate risk. Consideration should be given to the
complexity of the program and the extent to which the Federal program
contracts for goods and services. For example, Fz=deral programs that disburse
funds through third party contracts or have eligibility criteria may bz of
higher risk.. Federal programs primarily involving staff payrcll costs may
have a high-risk for time and =zffort reporting, but otherwise bz at low-risk.

(2} The phase of a Federal program in its life c¢ycle ar the
Federal agency may indicate risk. For example, a new Federal program with new
or interim regulations may have higher risk than an established program with
time-cegted rngulatloﬂs Also, significant changes in Federal programs, laws,

regulations, or the provisions of contracts or grant agreements may incrsase
risk.

{3) The phase of a Federal program in itg life cycle at the
auditee may indicate risk. TFor example, during the first and last years that
an auditee participates in a Federal program, the risk may be higher due to
start-up or clcoseout of program activities and staff.

(&) Type B programe with larger Federal awards expendsd would
be of higher risk than programs with subSuantlally smaller Federal awards
expended.

§ .530 Criteria for a low-risk auditee.

2n auditee which meets all of the following conditions for each of the
preceding two years (or, in the case of biennial audits, precsding two audit
periods) shall ‘qualify as a low-risk auditee and be eligible for reducad audit
coverage in accordance with §_ .520:

(a) Single audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not qualify as a low-risk auditee, unless agreed to in advance by the
cognizant or cvesrsight agency for audit.

{b}) The auditor's opinions on the financial statements and the
schedule of expenditures of Federal awards were ungualified. However, Lthe
cognizant or oversight agency for audit may judge that an opinion
gqualification deoes not affect the management of Federal awards and provide a
waiver,

(<) There were no deficiencies in internal control which were
identified as wmaterial wesaknesses under the reguirements of GAGAS. However,
the cognizant or oversgight agency for audit may Jjudge that any identified
material wsaknesses do not afiect the management of Federal awards and provide
a waiver.
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Eppencix E Lo Part - Data Collection Form 'Form SF-5AC)
jinsert SF-S&C after finalized]
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from the Office of Administration, Publications Office, room Z
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Health Information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT (“Agreement”) is made and entered as of October 1

2009 by and between MAMEWTHC HCALTH AMBa e oF (DF An/cr2eS

[corporation, partnership, dba], whose business address is:

(hereinafter referred to as "“Business Associate”),

and the CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City" or

“Covered Entry”).

WHEREAS, the City has a Department of Health that provides a multitude of health care and

related services; and

WHEREAS, in the course of providing health care and related services the City obtains

protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services

to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of

which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the

security of protected health information incompliance with the Health insurance Portability and

Accountability Act of 1896 ("HIPAA") and regulations promulgated thereunder by the U.S. Department

of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section

164.504(e) of the Code of Federal Regulation.

NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Reguliations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE,

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information  other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate's Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individua! upon Covered Entity's request in order to meet the
requirements under 45 CFR § 164.524,
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g.

Amendment of Protected Health Information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.
Department of Health and Human Services for purposes of the Secretary determining the
business Associate’s compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in this Agreement, provided that such use or disclosure wouid not
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disclosure provisions are as follows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use protected
heaith information for the proper management and administration of the business
Associate.

Except as otherwise limited in this Agreement, Business Associate may disclose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed to the person, and the person notifies the business associate of
any instances of which it is aware in which the confidentiality of the information has been
breached.

Except as otherwise limited in this Agreement, Business Associate may use protected
heaith information to provide data aggregation services to covered entity as permitted by 42
CFR § 164.504(e){2)()(B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(j)(1).

OBLIGATIONS OF COVERED ENTITY,

a. Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify

Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information. -
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¢. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate’s use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate’'s capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services 1o Covered Entity as provided for an expressly permitted under Section 3 (a), (b}, and

(c) of this Agreement.

TERM AND TERMINATION.

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected health information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to such information, in accordance with the
termination provisions in this Section.

b. Termination for Cause. Upon Covered Entity's knowledge of a material breach by
Business Associate, Covered Entity shall either:

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the
violation within the time specified by Covered Entity;

2. Immediately terminate this Agreement if Business Associate has breached a material term
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the violation to the
Secretary.

. Effect of Termination.

1. Except as provided in paragraph (2} of the Section, upon termination of this Agreement
for any reason, Business Associate shall return or destroy all protected health
information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business
Associate shall retain no copies of the protected health information.

2. In the event that Business Associate determines that returning or destroying the
protected health information is infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or destruction infeasible and shall
extend the protections of this Agreement to such protected health information and limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasible, for so long as business Associate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.
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10.

11.

12.

13.

14,

MISCELLANEOUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule. '

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. If it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney’s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. in the event of any conflict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Reguiations and California law.

COSTS. If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitled to its costs and expenses, including reasonable attorney’s fees and court
costs, including appeals.

"NOTICES. Any notice or approval required hereunder by either party shall be in writing and
- personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.
Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services
Bureau Manager, Community Development Department. Notice of change of address shall be
given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first
occurs.
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15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.
ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

(Name of Business Associate)
MENTAL HeERoge ANER1C A

a OF in4 A cernel
(corporation, partnership, individual)

////f 2047 By:- ;L/ ///&/ﬁ

{person Iegaily allowed to bind organization)

Title: /?w-x/%/ oied CEC

Musabee &, 2005 _ By: . y

son legally allowed to bind organization)

Title: Sgcﬂﬁfff N yzyal of ;D;,Mc&,é

CITY OF LONG BEACH, a municipal corporation

'Assistcnt City Manager
[’df?o ,20@ By: g\(\Q/’—' v gecursnmasum

i i TO SECTION 301 OF
%’%{@ager or designee LSSl iy

oo dpen 20

The foregoing Agreement is hereg%/ approved as to form this __ £ 37 GQ day of

ROBERT E. SHANNON,
City Attorney or designee

Deputy i
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CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. [f it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or
debarment. '

The recipient of Federa!l assistance funds shall provide immediate written notice to the
person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “"debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” “ principal,” “proposal,”

n ou

primary covered transaction,
and “voluntarily excluded,” as used in this clause, have the meanings set out in the
Definitions and Coverage sections of rules implementing Executive Order 12549.

The recipient of Federal assistance funds agrees by submitting this document that it shall
not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered

transaction, unless authorized by the departmental or agency with which this transaction
originated.

The recipient of Federal assistance funds further agrees by submitting this document that it
will include the clause titled “Certification Regarding Debarment, Suspension, ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

. A participant in a covered transaction may rely upon a certification of participant in a lower

tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, unless it knows that the certification is erroneous,.
A participant may decide the method and frequency by which it determines the eligibility of
its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs.

Nothing contained in the foregeoing shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered transaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from participation in this transaction by any Federal department or

agency.
2. Where the recipient of Federal assistance funds is unable to certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.
Agreement Number: Contract Agency:

Name and Title of Authorized Representative)?m cﬂ 4 /9 /(/f// /eﬂf/dg‘v/' afya/ (FO

/D«a / 2 /% //,//,7% 4

Signature "Date
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as definec in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is famiiiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behaif of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behaif of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcentractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extensicn, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or empioyee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL *Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shali certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered infc. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each

such failure.
Agreement Number; Contract Agency:
Né@}d Title of/ho'ﬁyemativer
WY 7sab
Signature ! Date
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