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CONTRACT FOR SOCIAL SERVICES

- 31477

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 HUMAN SERVICES ASSOCIATION, a California
nonprofit corporation (“Organization”), with offices located at 6800 Florence Avenue, Bell
Gardens, California 90201, and the CITY OF LONG BEACH, a municipal corporation (the
“‘City”).

WHEREAS, the City has received a grant from the U.S. Department of
Housing and Urban Development (*HUD”) for a program to provide human and social
services to very low, low and moderate income residents of the City; and

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

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

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

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

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

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

Section 1.  The above recitals are true and correct and are incorporated
1
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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
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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 Eleven Thousand Dollars ($11,000.00) over the term
of this Contract. These funds shall be used to provide services within the City of
Long Beach. Upon execution of this Contract, the City shall disburse the funds
payable hereunder in due course of payments following receipt from Organization
of billing statements in a form approved by the City showing expenditures and
costs identified in Attachment “B”.

C. The City shall pay to Organization the amounts specified in
Attachment “B” for the categories, criteria and rates established in that
Attachment. Organization may, with the prior written approval of the Director of
the City's Department of Community Development, Neighborhood Services
Bureau, or his designee, make adjustments within and among the categories of
expenditures in Attachment “B” and modify the performance to be rendered
hereunder stated in Attachment “A”; provided, however, that such adjustment(s) in
expenditures shall not cause the amount of the total budget stated in Attachment
“B” to be exceeded.

D. Organization shall prepare quarterly invoices and submit them
to the City within fifteen (15) days after the end of the quarter in which
Organization provided services. Organization shall attach cancelled checks and
other documentation supporting the charges and the amount of required matching
funds to each invoice. Failure to submit an invoice and its accompanying
documentation within the 15-day period may result in late payment or no payment
from the City. Submission of incorrect invoices with ineligible/inallocable expenses

or inadequate documentation shall result in a Disallowed Cost Report. The
3
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Disallowed Cost Report is intended to provide detail to Organization for the
purpose of communicating disallowed costs due to reasons of insufficient source
documentation, ineligible expenses, exceeded line items, and other similar
reasons. In the event that an item is disallowed in the invoice, Organization will be
permitted to resubmit the disallowed costs along with adequate source
documentation, other eligible expenses, and the like in the next invoice. The City
reserves the right to refuse payment of an invoice (a) received by it thirty (30) days
after Organization provided the services relating to that invoice; (b) including
inallocable or ineligible expenses; or (c) for the unauthorized expense of funds
requiring written approval for budget changes or modifications.

E. Within thirty (30) days of the date of this Contract first stated
herein, Organization shall submit to the City invoices, cancelled checks and other
documentation supporting the charges incurred and required matching funds for all
expenses incurred prior to the date of this Contract and related to this grant of
funds.

F. No later than fifteen (15) days after the completion of each
twelve-month period (“Operational Year”) during the term of this Contract,
Organization shall submit to the City a final invoice, scope of work, and Capers
certified by one of Organization’s officers or by its Executive Director. The City
reserves the right to refuse payment of any outstanding invoice if Organization
fails to submit a final invoice and reports within fifteen (15) days of the end of the
Operational Year.

G. If the City is unable to draw down funds from HUD for
reimbursement to Organization due to failure of Organization to submit required
fiscal and programmatic documents within fifteen (15) days after the end of the
Operational Year, the City cannot guarantee payment to Organization. The City
will not be obligated to pay Organization for costs incurred uniess 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.

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

Section 5.

A. Organization’s records relating to the performance of this
Contract shall be kept in accordance with generally accepted accounting principles
and in the manner prescribed by the City. Organization’s records shall be current
and complete. The City and HUD, and their respective representatives, shall have
the right to examine, copy, inspect, extract from, and audit financial and other
records related, directly or indirectly, to this Contract during Organization’s normal
business hours to include announced and unannounced site visits during the term
of the Contract and thereafter. If examination of these financial and other records
by the City and/or HUD reveals that Organization has not used these grant funds
for the purposes and on the conditions stated in this Contract, then Organization
covenants, agrees to and shall immediately repay all or that portion of the grant
funds which were improperly used. [f 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
5
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grant funds, regardless of whether the funds being withheld by the City were
improperly used.

B. In addition, Organization shall provide any information that the
City Auditor and other City representatives require in order to monitor and evaluate
Organization’s performance hereunder. The City reserves the right to review and
request copies of all documentation related, directly or indirectly, to the program
funded by this Contract, including by way of example but not limited to case files,
program files, policies and procedures. Organization shall provide all reports,
documents or information requested by the City within three (3) days after receipt
of a written or oral request from a City representative, unless a longer period of
time is otherwise expressly stated by said representative.

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

Section 6.

A. In the performance of this Contract, Organization shall not
discriminate against any employee, applicant for employment or service, or
subcontractor because of race, color, religion, national origin, sex, sexual
orientation, gender identity, AIDS, AIDS related condition, age, disability or
handicap. Organization shall take affirmative action to assure that applicants are
employed or served, and that employees and applicants are treated during
employment or services without regard to these categories. Such action shall
include but not be limited to the following: employment, upgrading, demotion or

transfer; recruitment or recruitment advertising; lay-off or termination; rates of pay
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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 obiigations 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 entitied to any of the usual and customary
rights, benefits or privileges of City employees.

Section8. This Contract contemplates the personal services of
Organization and Organization’s employees. Organization shall not delegate its duties or
assign its rights hereunder, or any interest herein or any portion hereof, without the prior
written consent of the City. Any attempted assignment or delegation shall be void, and
any assignee or delegate shall acquire no right or interest by reason of such attempted

assignment or delegation.
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Section 9.  Organization shall indemnify and hold harmless the City, its
Boards, Commissions, and their officials, employees and agents (collectively in this
Section “City”) against any and all liability, claims, demands, damage, causes of action,
proceedings, penalties, loss, costs and expenses (including attorney’s fees, court costs,
and expert and witness fees) (collectively “Claims” or individually “Claim”) arising, directly
or indirectly, out of any negligent act or omission of Organization, its officers, employees,
agents, subcontractors or anyone under Organization’s control (collectively “Indemnitor”),
breach of this Contract by Organization, misrepresentation or willful misconduct by
Indemnitor, and Claims by any empioyee 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 1ISO 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.

(6) 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. [f 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 fif,
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

LT:bg A09-03589
L:\Apps\CtyLaw32\WPDocs\D012\P010100186541.D0C




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

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

W 00 ~N O oA W N -

N N RN N D NN NN A e a a 4 @A A a2 @D o«
0o ~N O O kA W N A O O 00 N OO o b~ 0w NN A~ O

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 histher designee is authorized to
administer this Contract and all related matters, and any decision of the City Manager or
designee in connection herewith shall be final.

Section 16. Organization shall have the right to terminate this Contract at
any time for any reason by giving thirty (30) days’ prior notice of termination to the City,
and the City shall have the right to terminate all or any part of this Contract at any time for
any reason or no reason by giving five (5) days’ prior notice to Organization. If either
party terminates this Contract, all funds held by Organization under this Contract which
have not been spent on the date of termination shall be returned to the City.

Section 17. This Contract, including all exhibits and attachments hereto,
constitutes the entire understanding of the parties and supersedes all other agreements,
oral or written, with respect to the subject matter herein. This Contract shall not be
amended, nor any provision or breach hereof waived, except in writing by the parties that
expressly refers to this Contract.

Section 18. The acceptance of any service or payment of any money by
the City shall not operate as a waiver of any provision of this Contract, or of any right to
damages or indemnity stated herein. The waiver of any breach of this Contract shall not
constitute a waiver of any other or subsequent breach of this Contract.

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

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

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

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

HUMAN SERVICES ASSOCIATION, a
California nonprofit corporation

(2v5- 00y Byfdemapr——
~ President”

DQREL A DOAI Aar > Dive v

Type or Print Name

,20 By

Secretary

Type or Print Name
“Organization”

CITY OF LONG BEACH, a municipal

corporajon
{ . ( S ,20(0 By Assistant City Manager
City Manager
. TO SECTION 301
“City”

This Contract is approved as to form on I/// | , 20 _[0

ROBERT E. SHANNON, CigfAttorney
By A\
%e-;pmy jv [
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City of Long Beach
Social Service Grant (SSG) Program 2009-2010

Scope of Work
AGENCY NAME: Human Services Association CONTRACT NUMBER:
PROGRAM OBJECTIVE:
Actual Cumulative Actual Cumulative Actual Cumulative Actual Cumulative

1. Decrease food insecurity among seniors.

95
2. Increase consumption of nutritious foods.

95
3 Increase knowledge of available programs for seniors.

95
4 Increase activity and social interaction.

95
5 To maintain and improve the physical and mental health and well

being of older adults.
95
Total Unduplicated Clients Served: 511

S

/ / e ) Attachment *A®
\jgné{ure Page 1 of 1

SSG Scope of Work 09-10, new format 1/4/2010, 2:09 PM
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CITY OF LONG BEACH
Social Services Grant Program 2009-2010
Program Budget for Human Services Association City Contract #
ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION

Site Manager - Long Beach Site $2.044 Ordering ar_1d serving of congregate meals for senior citizens. Supervison of site
personnel, including volunteers.

Site Manager - Cesar Chavez $1,767 Ordering ar.1d serving of congregate meals for senior citizens. Supervison of site
personnel, including volunteers.

Site Manager - Houghton $1.802 Ordering artud serving of congregate meals for senior citizens. Supervison of site

. personnel, including volunteers.

Site Manager - El Dorado $1,767 Ordering ar_\d serylng of congregate meals for senior citizens. Supervison of site
personnel, including volunteers.

Site Manager - Silverado $1,802 Ordering aqd serving of congregate meals for senior citizens. Supervison of site
personnel, including volunteers.

Site Manager - Cal Rec Site $1,818 Ordering apd serving of congregate meals for senior citizens. Supervison of site
personnel, including volunteers.

TOTAL PERSONNEL $11,000 |[Total Personnel to be Reimbursed
OPERATIONS
N/A $0
TOTAL OPERATIONS $0 Total Operations to be Reimbursed

SSG09-10

v L /)

Mdal Services Grant - City of Long Bea

Attachment "B"
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PARTS 200-214 [RESERVED]

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

Sec
2350 ADous TLAE part
Subpart A—General

151 Purpese

2 Definitions.
2153 Effact on OLher 185LANGES.
215.¢ Deviations
215 Subzwaras

Subpasn B—Pre-Award Reguirements

21510 Purposte.

215,11 Fre-award policies.

21512 Form: for applyving for Federa. aSsist-
ATILE.

13 Debarment and SUSPENSICH,
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211.14 Special award conditions.

01516 Mewrnc system of measurement.

2151 Respurce Conservation and Recovery

Aer.

£16.17  Certificationt and representations

subpant C—Fost-Award Reguirerments
INANCILL AND PROGEAY, MANAGEMENT

1520 Purpose
management

£21 Standards for financla! meanagement
SYEULEITS

Fayment.
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FROPERTY ETANDARDS
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INSWrance GOVeTrage.

Laal properiy.
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ETLY
210.3¢ Houipmient
2:i[.3. Suppiies and oLhe: EXPenODiE Prop-
1LY

o
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2if.44 Procuremenl procedures
91545 Cost an€ priGe analysls
21,4t Proculemenl records
01547 Coniract abMiNISUrallon
215 48 ConUract provisions.
REFORTE ANL ILECORDS
215.50 Purpose of reports ant records.
21551 Moenitoring ahd Teporiing pProfram

periormance.
21£.52 Financlal TEPOTUINE.
215,52 EBEeltention and apcess regulreimanis
{or records,

TERMINATION ANL ENFORCEWENT

215,60 Purpose of terounation znd eniorce-
ment

21£.61 Termination

1£.62 Tnforcement.

Subpart D—After-the-Awaic Reguirements

21570 Furpose.

21671 Closeoul procedures.

21E.72 Bubseguent adiusSunents
finwing responsibilities.

2157 Collestion of arnountis due.
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£215.0 Aboutl this part.

tay Purpose. This part contains OME
guidance Lo Federzl agencies on Lhie ad-
ministration of grants 1o andé Agrec-
ments with institutions of higher edu-
cation, Dospitals, ant outber noU-proily
organizations. The puidence sets fortk

standards {for oblelning oonsistency
end uniformity in the agencies admin-
iEWration of wnose grauie and agree-
:ENGE,
(o) Apphiccbitiiy. (1) Except ag pro-
1ded nereir Lne stanféaris sel i0rTh in
This part zre appliceDie oo &l Federal
afencies. if any suabnie specifically
ATTACHMENT .
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me diffar from ie
provided this part, she provisions of
Lhe statote shall govern

2y The provisicns of subparis A
whrouegh D of this part shall be applied
by Paders) agencies to recipients. Re-
ciprents shall apply the provisions of
shose subparis to subrecipients per-
farming substantive work under grants
and agreements that are passed
through or awarded by the primary re-
cipient, {f such subreciplents are orga-
nizasions deseribed In paragraph (z) of
this section.

(3) This part does not apply to grants,
conbtracts. or ofther agreements be-
tween the Federal CGovernment and
units of State or local governments
covered hy OMEB Circular A-102,
“3rants and Cooperative Apreements
with State and Local Governments™!
and the Federal agencies' grants man-
agement common rule (see §215.5)
which standardize the adminisirative
reguirements Federal agencles impose
on State and local grantees. In addi-
ston, subawards and contracts to State
or local governments are not covered
hy this part. However, this part applies
to subawards made by State and local
governments 0 organizations covered
by this part.

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

(¢) OMB responsibilities. OMB is re-
spansible for:

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

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

(3) Beviewing Federal agency regula-
tions implementing the guoidance in
this part, as required by Executive
Order 12B66.

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

ut

e
343

i8ee 5 CFR 13109 for availabllity of OMB
circulars.
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where adegtate jusidication is pre
sentad.

{9) Comducting oroad ov of

rgvarnment-wide compilance with Lhe
oruidance in Lthis pard

() Federal ggency responsibilities. The
nead of each Fedaral agency that
awards and administers grants and
agreements subject Lo Glie guidance in
this part is responsible for:

{1) Implemsnsing the guidance in
subparts A through D of this part by
adopting the language in those sub-
parte unless different provisions are re-
gquired by Federal statute or are ap-
proved by OMB.

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

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

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

() Relutionship to previous issuance.
The guidance in this part previously
was issued as OME Circalar A-110. Sub-
parts A through D of this part contain
the guidance that was in the atiach-
ment to the OME circular. Appendix A
to this part contains the guidance that
was in the appendix to the attachment.

(fy Imjormation Contact. Further infor-
matvion concerning this part may be ob-
tained by contacting the Office of Fed-
eral Finantial Management, Cffice of
Managernent and Budged, Washingson,
DO 205603, telephone {202) 395-3993.

{g) Termination Review Date This part
will have a policy review bhree years
from the date of issuance,

Subpart A—General

§$215.1 Purpose.
This part establishes uniform admin-
istrative reguirements for Federal

rants and agreements awarded to in-
stitutions of higher education, hos-
pitals, and other non-profit organiza-
tions. Federz]l awarding agencies shall
not impose additional or inconsistent
requirements, except as provided in
2154, and §215.14 or unless specifically

ATTACHMENT
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DIAE Circulars and Guidance

suwirsl By Federal stabute 62 srenh-
ordger  MNon-proiit Orfanlnabiong
el umDiement Federa! programe [or
the Stmtes are alsc subnject uwo State re-

Lauer
GULBMEntE

W)
2

L 215.2 Definitions,

‘g Actrued erperdilures TLERLE The
charves incurred Dy the reciplent cur-
1LE & glvel perich requiring the provi-
sior. of funds for:

(i Googs and other tangible property
received;

{2, Services peripgrmed by employsss,
contractors, subreciplents, angd other
payess; and,

Other amounts becoming owed
under programs for which no surrent
services or perfermance is reguired

(b, Accrued wmcome means the sum ol

(1Y Earnings during a given period
{rom:

fi, Services performed by the recipi-
ent, and

11) Goods and other tangible prop-
ervy delivered to purchasers, and

{2) Amounts becoming owed to the
recipient for which no current services
or periormance is reguired by the re-
cipient.

(¢ Acquisition €05t 0f equipment means
the net invoice price of the eguipment,
‘noluding the cost of modifications, at-
echrments, aceessories, or auxiliary
APPATAtUE neCessSary Lo male Lhe prop-
Ly usabie {for the purpose ior whickh it
was aoguired. Other charges, suck a5
the cost of installation, transporiation.
LRALEBE. QULY oI Provectlve in-itransit in-
surance, shall be included or exciuded
from the unit acguisitior cost in ac-
cordanpe with the recipient’s regula
a0LOUNUILE pracuices.

d; Advomer means & pavinent made
by Treasury check or other appropriate
pea¥ment mechanism to 2 recipient
upon ite reguest egither before ountizye
are made by the reciment or through
the wse ¢f predetermined payment
schednies

(g Awwd meznt financial assistence
LhAY PrOVI(E:s SuPPOTL Or SHMulatior 1o
aceormnplish & public purpose. Awards
include grante ené other agreements in
the form of money Or property it lien
of money. Y the Federal Government
wCoan eligible recipient. The lermn Goee
nOL  inclede: wecnnical asgisLaAnoe.
wnich DroviGaes  services 1nstead

i
T

ias]
wHS

=

ol

2182
mongy. OLher &BSISLENUE T Tie ool
JUBRDNE  JUAL  FUAranbeer, (LlboeBl syl
sidres. or imgurence. direcl pavments of

21y rminé vo indiviouals: and, coniracls
which are I'sgulret 0 pe entersd 1o
and aldminisverst under procurement
lzwe and regulations,

0 Coskh comiribulion: mezhs Lhe re-
cipient's Gash putlay, including ins
prtlay of money contriputed Lo tne re-
cipient oy third parties

L) Clogepul IMe&NS LNE PTOCBEE DY
whiich a Federal awarding agency de-
termines that all applicable adminis-
wretive actions and all reguired work of
the awari have been completed by the
reciplent and Federal awarding agency.

(BY Conirac! meaNS a Procurement
contract under an award or subaward,
znd & procurement subcontract under a
TeCipient’s or Subretlpient’'s contracl.

(17 Copst sharing o7 moiching IMeans
that portion of project ©T pDrogram
coste not borne by the Federal Govern-
mient.

(i) Dote of completion means the date
on wnich all work under an award is
completed or the Gate on the award
docurnent, oI any supplement or
amendment thereto, on which Federal
sponsorship ends.

{2y Dhgzlipwed costs means  those
charges te AT award that the Federal
awarding agency determines to be un-
zilowable, in accordance with the ap-
plicable Federal cost principies or
other terme and conditions contained
in the award.

1y Eguipment rmeans tangible non-
expencaple personal property 1melading
evernpt property charged Girestly w
the award having & usefa) life of moure
ftnan one vear anf an ac@aisition cost
of $£,000 or more per unii However
consistent with recipient policy. Jower
Imite may be established

(ro) Ezcess properly means DProperty
under the contrel of &ny Tederal
awarding agency that, at debermined
Dy the hsad thereof, is no longer re-
quired for ite needs or the discharge of
ite responsibilities.

(n) Ezempr property means Langiple
Perscuai property acquired in wlole or
in pari with Federal funds, whners the
Federa! swalding agency Las 5LaLUALOTY
autnority o vest pitle i the recipient




§2i15.2
wrighout further abligation o tie Fed-
aral Government An oexample of 2x-

smpl property anthority is contained
in the Federa)l Grant and Cooperative
Aereament Act (31 U.5.C. §306), for
proverty acguired uonder an award o
conduct hasic or applied research by a
non-profit institution of higher edu-
cation  or non-profit  organization
whose principal purpose is conducting
scientifi¢ research.

(oY Federgl cwarding agency means
the Faderal agency that provides an
award to the recipient.

(p) Federal funds authorized means the
total amount of Federal fands obli-
gated by the Federal Government for
use by the racipient. This amount may
include any authorized carryover of un-
abligated funds from prior funding pe-
riods when permitted by agency regula-
tions or agency impiementing instruc-
vions.

(q) Fedegral 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.

(r) Funding period means the period of
time when Federal funding is available
for obligation by the recipient.

(8) Intungible property and debl instru-
ments rmeansg, but is not limited to,
trademarks, copyrights, patents and
patent applications and such property
23 lozns, nctes and other debt instru-
ments, lease agreements, stock and
ather instruments of property owner-
ship, whether considered tangible or in-
tangible,

(t) Obligations rneans the amounts of
orders placed, contracts and granis
awarded, services received and similar
transactions during a given period that
reguire payment by the recipient dar-
ing the same or a fubure period.

(u} Owutluys or erpendilures rneans
cnarges made o the project or pro-
gram. They may be reported on 2 cash
or accruzl basis, For reports prepared
on a cash basis, outlays are the sum of
cash disburserments for direct charges
for goods and services, the amount of
indirect expense charged, the value of
third party In-kind contributions ap-
plied and the amount of cash advances
and payments made to subrecipients
for reporgs preparsd on an acgruoal
basis, outlays are the sum of cash dis-

42
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Irsemenus for direct charges for goods
ang services, the amount of indirect ex-
pense ncurrad, the value of in-Kind
coniributions applied, and the net in-
crezse (or decrease) In the amounss
owed by the razcipient for goods and
other property received, for services
performed by employess, sontraclors,
subrecipients and other pavses and
other amounts becoming owed under
programs for which no current services
or performance are required.

{(v) Personcl! property means properéy
of any kind except real property. Ib
may be tangible, having physical exist-
ence, or intangitle, having no physical
existence, such as copyrights, patents,
or securities.

{w} Prior approvael means written ap-
proval by an authorized official evi-
dencing prior consent.

(x} Program income means gross in-
come sgrned by the recipient that is di-
rectly generated by a supported acsiv-
ity or earned as a result of the award
(see exclusions in §215.24(e) and (h}).
Program Income includes, hut {s not
limited to, Income f{rom fees for serv-
{ces performed, the use or rental of real
or personal property acquired under
federally-funded prejects, the sale of
commodities or {tems fabricated under
an award, lcense fees and royalties on
patents and copyrights, and interest on
loans made with award funds. Interest
ezrned on advances of Paderal funds is
not program inceme. Except as othar-
wise provided in Federal awarding
agency reguladions or the terms and
conditions of the award, program in-
come does not include the receipt of
principal on loans, rebates, credits, dis-
counts, atc., or interest earned on any
of them.

{¥} Project costs means all allowable
costs, as set forth in the applicable
Federal cost principles, incurred by a
recipient and the value of the contribu-
tions made by third parties in accom-
plishing the objectives of the award
during the project period.

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

{ag) Property means, uniess otherwise
stated, real property, egquipment, in-
tangible property and debt instru-
ments.

ATTACHMENT C/
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OMAE Creuwars ang Guigance

n. Bew properis Meanb and
LA ELDIGYEIMELLE
EPDATLELANLEE  LhEersbe, DUl EXLI
ruovalie machinery and !:qumm‘- 1'...

oy Rectpienl IMGRNE
receiving linancizl an;Suc‘..Il’ue r:wr(—,r;u;
irom Tederal awarding agencies w
carry onl & proyect or program. The
Lerm sncludes puulr and Drivaie mshi-
tutione of kigher sducation, punlic and
private nospitals, and cther guasi-pab-
Lic aud privale non-profit organizations
sach &8, but not limited b, comrmunity
ACLI0D  agencizs, researcn  institutes,
sducaticnal associzilons, and health
centers. The term may mclude com-
mercial orgamizations, Jorelgn or 1nter-
national crganizations (such &S agen-
cies of the United Neations) which are
recipisnts. subreciplente, or CONTTrad-
LorE or subcomfraciors of recipients or
subrecipients &l the disereuion of the
Fedsral awarding agency. The term
does not mclude government-owned
contractor-operated facilities or re-
search centers  providing continued
support for missicn-oriented, large-
scale Programns thatl are government-
owned or controiled, or are designated
as {egerallv-funded researck and devel-
OPMEDL Ceniers

(ad; R &soa-rnh and develepmend TASans
a1l rescarch activities, both ‘Da:ElC and
app plied, and all development activitiss
r L are supporned at unilvergities, col-

alfi ovner non-profit  insuity-

“Resoa"ch“ ig aefined as 2 sye-
cted wowaréd iulier
selenilc ynow;enge 0T under Lanumg
of ohe subject studied. ‘Developrment'
ie the sysiematin use of knowledge and
underssanding gained {rom research di-
recoed toward the production of useful
rmaterials, devices, s¥sSL2IMS, Or meth-
ods, including design and development
of prototypes and processss. The term
research ais0 includes activigies in-
velving the training of individuals in
ressarch technigues where such activi-
vies utilize fhe same facilities as other
research and development activities
an( whers such activivies are not in-
cinded in the instruction function,

(e} Smull pwards means & grant or
cooperative agreement not excesding
n’ne sfnal'_ purchase threshold fixed af

&.C 40311 {currenvly §25,000%

-\Lf_ Subeward meane an award of fi-

nancial  eStifuwence in the formm of

mg

o

£V

s

i.'h

THOLEY . O7
mafE Wilel =l
al, eligible

LrOpETtY ML oLel of rmonel
aWart bl & TEQIPIENL LG
EUDIsCIDIENT O oY & SUi-
TeCipieni LG a 10Wer Ligr Bubrefiplernt.
The LerTn 10ACiuies IU anci ¢1 LEEISLANGE
wnen providesd Dy any legal agreemsnt.
ever, 1] thie agrsement is L,z.llbu & COn-
wract, Dul dees not insiude procule-
ment of goods ané Servises nor aves it
mclude any form of eSSISLAalice which is
excladed from  the  delinition ol
taward’an §218.20e)

(gg; Subrecrpien! means the jegal envi-
¥ to which a sabaward iz meade ant
which is acconntable 1o the recipleni
{for toe use of the funds provided. The
term mey include foreign or inter-
national organizations (5uCh as agen-
cies of the United Nations) &t the fle-
cretion of thie Federai awarding agen-
Cy.

tnh; Supphes means all personal proyp-
erty excluding eguipment, intangible
properyy, ang debt instruments as de-
fined in this section, ané inventions of
a contracror conceived or first acwnally
redueed Lo practice in the performance
of work uander =z funding agreemens
(“subject inventions '), as defined in 87
CFE part 401, “Righte to Inveniions
Wade by Nonprofit Orgexizations and
Small Business Firms Under Govern-
ment Grants, Contracie, andé Coopere-
Tive Agreements.”’

{11) Suspension Imeans an acticn DF a
Federal awarding agency ibhat
rar:iv withdraws Federal SpoOnsorship
nnbter an award. pending correclive ac-
tion by whe recipient or pending a daci-
sion o terminate toe award by the
Federal swarding szgency. Suspension
of an award is = separabe action 1rom
suspension under Federz! agency regu-
lepions implementing 5.0, 125648 (5] FK

* BT

wETIL

6370, 2 CFE, 1886 Comp.. p. 188 ané E.C.
1268C (54 FR 34131, 2 CFE, 1888 Comyp., p.
235!, "Debarment anté Buspension.”

(i1; Termination mezns the cauncells-
rion of Federal sponsorshil, 1n waole or
in part, under an agreement at any
time prior co the date of sompletion.

(¥ Third purty in-lond contribulions
means the valae of nop-cash conuribu-
tione provided by non-Federal third
partiss. Third party in-Eind comtribu-
wiong may be in the form of real prop-

TUV, egUipment. supplies zand oTher ex-
pentanle property. ent the valne of
gooce end services Girecily benefiling




and wjentifiable o She
uroesi ot gy

iy Inbguudated obligaiions. {or finan-
cial reports prepared on & cash basis,
means She amount of obuligations in-
curret by the recipient that have not
heen paic¢. For reports prepared on an
acerued expenditure basis, they rep-
regent the amount of obligations in-
curred by the recipient for which an
gutlay has not been recorded.

(mm} [inobligated Hualance means the
porsion of the funds authorized by the
Faderal awarding agency that has not
been obligated by the recipient and is
determined by deducting the cumu-
lative oblipations fromn the cumulative
funds authorized.

(nn) Unrecovered indirect cost means
the difference between the amount
awarded and the amount which could
have been awarded under the recipi-
ant's approved negobiated indirsct cost
rate.

(o) Working capita! advance means 2
procedure whereby funds are advanced
to the recipient to cover lts estimated
disbursement needs for a given initial

pariod.

§215.3 Effect on other issuanoces.

For awards subject to this part, all
administrafive requirements of codi-
fied program regulations, program
manuals, hazndbooks and other non-
regulatory materials which are incon-
sistent with the requirements of this
part shall be superseded, except to the
extent they are required by statute, or
authorized in accordance with the devi-
ations provision in §315.4,

§215.4 Deviations.

The Office of Management and Budg-
et (OMB) may grant exceptions for
clesses of grants or recipients subject
te the requirements of this part when
exceptions are not prohihited by stat-
ute, However, in the interest of max-
imum aniformity, exceptions from the
requirements of this part shall be per-
mitted cnty in unusnal circumstances.
Faderal awarding agencles may apply
more restrictive reguirements to a
class of recipients when approved by
OMB. Federal awarding agencies may
apply lsss  restrietive requirements
when awarding small awards, except
for those requirements which are stat-
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Lase-by - ca

ulary., Exeeptions oan oo wRe
ny Federa!

hasis nay ailso e made
awarding agencies.

§2i5.0 Subsawards.

Unless sections of this part specifi-
cally exclude subrecipients frorm covw-
erage, the provisions of this part shall
be applied to subrecipienss performing
work under awards if such subrecipi-
ents are institutions of higher edu-
cabion, hospitals or other non-profit or-
ganizetions. State and local govern-
ment subrecipients are suabject to the
provisiong of regulations implementing
the grants management common rule,
“Uniform  Administrative  Reguire-
ments for Grants and Cooperztive
Agreements to State and Local Gov-
ernments,”’ published at 7 CFR paris
3015 znd 3018, 10 CFR part 600, 13 C¥FR
part 143, 16 CFR part 24, 20 CFR part
437, 22 CPR part 135, 24 CFR parts 44, 85,
111, 511, 570, 571, 576, 580, €50, 882, #05,
941, 968, 970, and 990, 28 OFR part 66, 29
CFE parts 97 and 1470, 32 CFR part 278,
34 CFR parts 74 and 80, 36 CFR part
1207, 38 CFR part 43, 40 CFR parts 3¢, 31.
and 33, 43 CFR part 12, 44 CFR part 13,
415 CFR parts 74, 92, 602, 1157, 1174, 1183,
1234, and 2015, and 4% CFR part 18.

[69 FR 26281, May 11. 2004, a2s amendeg at 70
FR 51880, Aug. 31, 2005]

Subpart B—Pre-Award
Reguiraments

§215.10 Purpose.

Sections 215.11 through 21517 pre-
scribe forms and instructions and other
pre-award matters to be used in apply-
ing for Federal awards.

§215.11

{a) Use of Grants and Cooperative
Agreements, and Contracts. In each in-
stance, the PFederal awarding agency
shall decide on the appropriate award
instrument (i.e.,, grant, ocooperative
agreement, or contract). The Federal
Grant and Cooperative Agreement Act
(31 U.8.C. 6301-08) governs the use of
grants, cocperative apgreements and
contracts. A grant or cooperative
agreement shall be used only when the
principal purpose of & transaction is to
accomplish a public purpose of suppert
or stimulation authorized by Fedsral

Pre-award policies.
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2l

&I1C

WUt
granbt

.
I
al

csubslaniial 1nvolvement 18 expeslsd
LDeEDWeED [he eXBCUTIVE AEENCY and Tie
Szue, i0ta]l gOVErnment, or OUhLED I'e-

Cc1pignt When CAPTYINE GUL THE asLivivy
contemplated 1o the egreernent.’ Gon-
yracte snall be used Whiel 1he Drincipal
purpese 1§ acgulsition of properiy or
sgrvices {or the direct benefit or use of
the Feders! Government,

{by Public Notlce and Priority Set-
ning. Federal zwarding agencies snall
notify the public of ive intended fund-
ing priorities for discretionary Erant
prograrms, unless funding priorities are
establisned by Federzl statube.

£ 215,12 Forms for applying for Fed-
eral assisiance.

‘a) Federal awarding agenclez shali
comply with the applicablie report
clearance requiremenss of 5 CFE part
1520, Contrelling Paperwork Burfens
on the Public’ with regard to all
forms used by the Federal awarding
agency 1v place Of or a8 a SUDPPlement
to the Standard Form 424 (SF-224; sBe-
rigt

(by Applicants shall use the SPF-424
series or those forme and instrnctions
prescribed by the Feder swardinpg
AFENncy.

{z) For Feferal programs covered oy
E.Q 12372 “'‘Imtergovernmental Review
n! Federal ngmms," (47 FR 30958, ¢
CFE, 1982 Comp.. p. 187; the applicant
shali complete the &DPPropriste S8CTI0ONE
of the 5F¥-424 (Lpplication for Federal
Aszistanoce} indicating wnether the ap-
plication was sablect to review by the

Late Dingle Point of Contact (SFPOC;.
Tre name and address of the SPOC {for
2 parvicular State can be obtained from
the Federal zwarding agency or the
Coiniog of Federul! Domestic Assisiance
The SPOC shell advise the spplicant
whether woe program lor whickh applica-
vion is made has beer selecled by
State {07 review,

d; Federal awarding agencies that do
not use tne S¥ 424 {form should ndl-
ceie wheoher the application it subject
G review by the Siaie under B0 12372

£216.18

Federal awarding agenties
cipienvs shall comply

Debarment and suspension,

aht re-
with Federal

AZBELON TEFUIATIOLE lTnplementing IO
LABEL mnd LUBBE, euarment and Sus
pension.’ Unde! 1h0SE FEEWLALICNE, CeT-

.
valn parties Wno 2lt deLarred. sus-
penGet or otherwlse excluled may nut
Dt participante of principalt i FeGeral
asEistance awards and subawards, anc
ir,  certain contracus  under  chost
zwards and subawards,

[0 PR 51878, Aug 81, 20605]

£215.314 Special award conditions,

17 21 applicant Oor recipleni: nas & nis-
tory of poor performance, if not finan-
cially stable, has 2 Mmenangement sys-
tem that does not meeL he standards
preseriped in Tnig pari, nas not con-
formed te the terme znd conditions ¢f
& previous award, or i not otherwise
regponsible, Federal awarding zgencies
may impose additional reqilirelnente as
needed, provided that such applicant or
recipient it notified in writing as tc:
the nature of the addwional reguare-
ments, the reaspn why the additicnal
requirements are Deing lmposed, the
nature of the corrective action needed,
the time zliowed for completing ithe
corrective actlone, and the rmethod {or
reguesting reconsideration of the addi-
tional regquirements imposed ANy spe-
zial conditions shall be promupily re-
moved once the conditions  that
prompled Them nave been correcled,

§215.15 Metric
ment.

Thne Metric Conversion ALcL,  as
amended by tne Omnibus Trale ang
Competitiveness Act (16 T.5.C. 208 de-
clares that tne metric system 1 the
preferred measurement svsiem for ©.5.
trage ané commerce, The Lot reguires
each Federsa! agency Lo establish & date
or dates in consaltaticn wish ithe Sec-
revary of Commerce, when the metric
systern of measurement wili be used in
the agency’'s procurements, grants, and
other business-related achivitias. Mat-
ric implementation may ake lenger
where the use of the systemn ie initlally
impraciical or Mkely wo cause signifi-
cant inefficiencies i the accomplish-
ment of federally-funded actlvities.
Peders)] awarding agencies snell follow
the provisions of E.0 12790 “"Meuwric
Usage in Federai Gme nment  Fro-
gre.me” (56 FE 35801, ¢ CFR. 1981 Comp.,
L. 3437

svslem of Ineasure-

1
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{215.16 Resource Conservation and

Recovery Act.

Under the Act. any State agency or
agency of a political subdivision of a
Siate which 15 using appropriated Fed-
aeral funds must comply with section
4002 Section 8002 reguires that pref-
arence be given in procurement pro-
grams o the purchase of speciiic prod-
ncts  containing  recveled materials
identified in guldelines developed by
the Environmental Protection Agency
‘EPA) (40 CTR parts 247-254). Aocord-
ingly, State and local Institutions of
higher education, hospitals, and non-
profit organizations that receive 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-
ucts pursuant to the BPA guidelines.

§215.17 Certifications and representa-
tions.

Unless pronibited by statute or codi-~
fied regulation, each Federal awarding
agency is autherized and encouraged to
aliow recipients to submit certifi-
cations and represensabtions required
by stafute, executive order, or regula-
tion onm an annual basis, if the recipi-
ents have ongoing and continuing rela-
tionships with the agency. Annual cer-
sifications and representations shall be
signed by responsible officials with the
authority to ensure recipients’ compli-
ance with the pertinent requirernents.

Subpart C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram management.

Jections 215.21 through 21528 pre-
seribe standards for financial manage-
ment systems, methods for making
payments and rules for: satisfying cost
sharing and matching requirements,
ascecounting for program income, budget
revigion approvals, making audits, de-
termining allowability of cosf, and es-
sablishing fund avalilability.

§215.21 Standards for financial man-
agement systems.

(a) Pederal awarding zgencies shall
reguire recipients to relate financial

48
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gate Lo performance data and devaion
onit cost information wnenever prac-
Gleal,

{h: Recipients’ financial management
avstems shall provide for the following.

(1) Accurate, current and complate
disclosure of the financial results of
each federally-sponsored project or
program in accoerdance with the report-
ing reguirements set forth in §2i5.652. If
a Federal! awarding agency requires re-
porsing on an accrual basis from a re-
cipient that maintalns 1ts records on
ctber than an accrual basis the recipi-
ent shall not be required to establish
an accrual! accountiing system. These
recipients may develop such accrual
data for {ts reporis on the basis of an
analysis of the documentation con hand.

{2) Records that identify adequately
the source and application of fands for
federally-sponscred acuivities. Thaese
records shall contain information per-
taining to PFederal awards, authoriza-
tions, ohligations, unobligated bal-
ances, assets, outlays, income and in-
terest.

(3) Effective control owver and ac-
countability for all funds, property and
other assets. Reclpients sghall ade-
guately safeguard all such assets and
assure they are used solely for auwthor-
ized purposes.

(4) Comparison of outlays with budg-
st amounts for each award, Whenevar
appropriate, financial information
should be related to performance and
unit cost data.

(6) Written procedures to minimize
the time elapsing between the transfer
of funds to the recipient from the U, 8.
Treasury and the issuance or rademp-
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) (Pub. L. 101-453)
govern, payment methods of State
agencies, instrumentalities, and fiscal
agents shall be consistent with CMIA

reasury-8tate Agreements 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 datar-
mining the reasonableness, allocabitity
znd allowability of costs in accordance
with fhe provisions of the applicable
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L1oCosl prilicihies anc Lhe Lerroe
el CONGINIONRE 07 Lhe awalt

7, Aooouniing records including cost
200CLhTLAE resords thal
by source documer uellon

6, Whnere wne Federzl Governmeny
FUARTATLESE OF INSUTeE Lhe repayiment of
money horrowed DY the reciplent, the
Federal awarding agency, al 1be discre-
non, may regquire wdequate bonding
and insurance if ohe bonding and insur-
ance requirerments of the recipient are
not deemsd adeguate toc protect the in-
verest of the Federzal Government,

{d; The Federal awarding agency may
reqguire adequate fidelity Dbond coverage
where the recipient lacks sufficient
coverage to protect the Federal Gov-
ernIment’s interest.

fe; Where bonds are reguired in the
sithanions aescribed above, the bonds
shall be oblained from companiss hold-
ing certificates of anihorlty as aGcept-
able sureties, as prescribed in 31 CFR
part 223, “Surety Companies Doing
Eusipess with the United States ”

Ar'e BLDDOTLEG

§215.22 Payment.

{a)y Payment methods shall minimize
Tne time elapsing between the transier
ol funds {rom the United Btates Treas-
ury and ihe issnance or redemption of
checks, warranis, or paymenl by OTher
means Dy the recipients. Fayment
methods of Btale agencies or insbtru-
mentaitties snall be consistent with
Trezsury-Svate CMIA agreements or
defauit procedures codified at 31 CFR
pari 206,

(py Becipients are to be paid in ad-
vance, provided they maintaln or dem-
pnstrate the willingness Lo mainie?

(1) Written procedures that minimize
e time elapsing between the transier
of funds and disbursement by the re-
cipient, and

{2; Flnancial menagement sysiems
thzt meetl ine standards {or fand con-
trol and accountability as established
in 21821 Cash advances Lo & recipient

organizaTion shall be limited w0 the
minimum  amounts needed and Dbe

tined o be in accordance with the ac-
tuel, immediate cash rsquirements of
the Tecipient Grganization 1D CeITying
out vkt purpose of the approved pro-

gram  or -project The piming  end
amount of ¢ast afvances snall De as

close &8 i afmanistretively feasiblie o
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organination lor direct pProgram ol
L0 COBLE Aul Le  Proportioliabe
e of any wlliowable mmdirecl cosie
GOWnenever possinle, advances shall
be consclidated Lo cover anvicipaied
cash needs Jor all awards made by the
Federal ewarding agency UG the rec:ipi-
nt.

11, Advance payment MeCchanisng in-
clude, put are not limated o, Treasury
cneck and elecironie funds srensier.

(2) Advance payment msachanisme are
subject v 31 CFE part 2056.

{3 Recipients shall be authorwzed o
submit requests {or advances andt relm-
pursements at least monthly whern
eglectronic fund transiers are not used

1d) Fegueste for Treasury check ad-
Yyanoe payment snall be submivted on
SF-270, "Regnest ior Advance or Relm-
bursement,”’ or other {orms as may be
authorized by OME. This form 1 not o
be used when Treasury check agvance
peyments are made to the recipient
sutomatically shrougk the use of a pre-
determined pavment schedule or if pre-
cluded by special Federa! awarding
agency instractions for  elecuironic
funde transier.

(&) Relmbursement iz the preferrec
method when tne regurements in
§215.14%) cannot De mei  Feder
awirding agenCies may QAlso UBE WL
method on any construction  agree-
ment, or if the majcr porulom of Ihe
construction project is accompilslied
through private market [mancing or
Pederal loans, and the Federal assist-
ance constitutes & minor portior of the
project.

{1; When thke relmbrrsement melhod
is usel, the Federal awarding agency
shell make peayment within 3¢ deys
afuer receipt of the billing, uniess the
pilling is improper.

2y Reclpients shall be autborized to
submic reguest {or reimbursement &l
least montnly when electronic funds
transiere are not used.

1) If 2 recipient cannot meet the cri-
seriz for advance paymenté and the
¥ederal awarding agency has deler-
mined that reimoarsement i not lea-
sible peceuse the recipient lacks suffi-
clent working capital, the Federal
awarting agency may provife cash on &
working capital advance hLasis, Jnder
this procedure, wne Federal awarding




noe ook
nient o cover [us estimated o
ment needs for an inidial pemiod gen-
erally geared to the awardee’s dis-
nursing cyele. Thereafter, the Federal
swarding agency shall reimburse ihe
~ecipient for its actuwal cash disburse-
menta. The working capltal advance
method of payment shall not be used
for recipients unwilling or unable te
provide timely advances to thelr sub-
racipient to meet the subreciplent's ac-
Lozl cash disbursements.

{r; To the extent avallable, recipi-
ants shall dishurse funds available from
repayments to and interest earned on a
revolving fund, program Income, re-
bates, refunds, contract settlements,
andit recoverizs and Interest sarned on
such funds pefore reguesting additional
cash payments.

() Unless ctherwise required by stat-
ute, Federal awarding agencies sghall
not  withheld payments for proper
charges made by recipients at any time
during the project period unless para-
grapns (M1} or (2) of this section
apply.

{1} 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
delinguent in & debt to the United
States as defined in OMB Circular A-
128, ‘“‘Managing Federal Credit Pro-
erams.' Under such conditions, the
Federal awarding agency may, upon
reasonable notice, inform the recipient
that payments shall not be made for
ohligations incurred after a specified
date until the conditions are corrected
or the indebtedness to the Federal Gov-
ernment is liguidated.

(1) 3tandards governing the use of
banks and obther institutions as deposi-
rories of funds advanced under awards
are as follows. ’

{1y Bxcept for situations described in
paragraph (1)2) of this section, Fedaral
awarding agencies shall not require
separate depository accounts for funds
provided t0 a recipient or establish any
sleibility reguirements for deposi-
wories for funds provided to a recipient.
However, raciptents must be able o ac-
sount for the recelpt, obligation and
asxpenditure of funds.

48
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27 Advances of Fadera] funds shall ba
deposited and maintained in insured
accounts whenever possible,

/i) Consistent with the national goal
of expanding the apportunlities for
wamen-ownad and minority-owned
business enterprises, recipients shall be
encouraged to use women-owned and
minority-owned banks {a bank which is
owned at least 50 percent by women or
minority group mernbers).

(k) Reclplents shall maintain ad-
vances of Pederal funds in interest
bearing accounts, unless paragraphs
{(x1}y, (2) or {3) of this section apply.

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

(2) The hest reasonably available in-
terest bearing account would not he ex-
pected Go earn interest in excess of $250
per year on Federal cash halances.

(3) The depository would reguire an
average or minimom balance so high
that it would not be fezsible within the
expected Federal and non-Federal cash
resources.

(1Y For those entlties where CMIA
and its implementing regulations at 31
CFR part 205 do not apply, interest
earned on Federal advances deposited
in interest bearing accounts shall be
remitted annually te Department of
Health and Human Services, Payment
Manzgement System, Rockville, MD
20852. Interest amounis up to $250 per
vear may be retained by the recipient
for administrafive expense. State uni-
versities and hospitals shzll comply
with OMIA, as 1t pertains to interest. If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tionary awards without prior written
approval from the Federal awarding
agency, it waives ifs right to recover
the interest under CMIA.

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

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

ATTACHMENT ... L
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nave tne opLion Of using

Fefera awWarling

il

e
(1%

whig 10TTn 10T LONSTTUOTINN DrOSTalie 1L
new of the BF-271, VOullay eport and

Eeguest lor Rewmbursement for Con-
SLruonorn Programs.’

9. &§F-27i, Outlzy Report and He-
guest ior Reimpursement for Constros-
wior Frograme. Each Federal swardlng
apenty suull adopt the SF-271 as the
standaré form ue ve used for requesting
reimbursemant {or construction pro-
grams. However, a Federal awarding
agency may substitute the SF-20
when the Federal awarding agency de-
rermines that it provides adequate in-
formation to meet Federa) nesds.

£215.28 Cost sharing or matching.

fa: A1) contripusions, meluding cash
and third party in-kind, shall be ac-
cepied as part of the recipient's cost
sharing or matching when such con-
triputions meet a1l of the fellowing cri-
terie.

(13 Are verifiable from the recipient’s
records.

(27 Are not included as coniributions
for any other federally-assisted project
0T program.

(3) Are necessary ang reasonable for
proper and efficient accomplishment of
project or program objectives.

‘4% Are allowable under the applica-
bie ¢ost principles.

{7) Are not paic by vhe Federal Gov-
ernmmedi uonter another award, except
where authorized by Federal siatuite fc
be used for cost sharing or matching.

(6) Are provided for in the approved
budget when reguired by the Federal
awarding agency.

{7y Conform to other provisions of
thie part, as appiicable.

(b; Unrecovered indirect costs may be
included as part of cost sharing or
masehing only with the prior approval
of the Federal awarding agency.

ic) Values for recipient contributions
of serviges and property shall be £5tab-
lished 1n accordance with the applica-
ple cost principles 1f a2 Federal award-
ing 4gency autnorizes recipiente tc do-
nzie puildings or 1and {or CONSIracwion
incilities a2Conisition prejecus Or 1ong-
term use, the value of the donaued
DrOPETLY {07 COST SHAFInE 0T mLalChing
shall e the lesser of paragrepne (L)l

or {2 of thie section

7S

o The certified velut 0! Lhe remell-

(o3
ing i1l of The PropeTLy recorded 1r Lns
recipient’t ACCOUTTILE Tesords &l The
Timne of Aonalior.
(2; The current {&lr Imarkel value

However, whern there 1& sufficient jus-
wificesion, the Federal awarding apen-
¢y mey approve the use of the current
{air markel value of the donaved prop-
erty, even 1if iy exceeds the ocertified
value at the time of donation 10 the
project.

gy Volunieer services furnished by
professional and techniczl personnel.
ponsultante, and oiner skilled and urn-
skilied labor meay be sounbved as cost
gharing or matcning if the service 1= an
inwegral and necessary part of an ap-
proved project or prograrn. Rates for
volunteer services sihall be consistent
with those pald {or simiiar work in the
recipient’s organization. In those in-
stances in which the required skills are
not iound in the recipient organlzation,
ratee shall be consistent with those
paad {or similar work in the labor mar-
ket it which the recipient compeies for
the ¥ing of services involveld In either
case, paid fringe benefite that are rea-
sonable, allowable, and aliocable mey
be inclnded in the valuation.

{e) Wher an emplover other than the
reciplent furnishes the services of an
empiovee, Lhese services shall be val-
ued at the emplevee's regular rave of
pay (plus an zmount of iringe benefite
that are Teasonable, allowable, and al-
iogable, bunr  exclausive of overhead
costs), provided these Bervipss are in
the same skill for whick the employee
i normally paid

() Donsted supplies
such items as

may incluce
expendable eguipment.
uffice supplies, laboratory supplies or
workshop and classropmn  supplies.
Value assessed to donated supplies 1n-
cluded in the cost snharing or meatching
share shall be ressonable and shall not
exceed the fair market value of the
property &t the time of the donation.

(g) The method used {or determmining
vost sharing or mabching for donzied
equipment, buiidings and land for
wrich title passes LC the recipient may
differ according oo the purpose of the
ewerd, I paragrapns (g1 or (2; of thie
sectiorn apply.

{1} I 3he purpose of the award 1= 10
&35181 the recip:ent in the aciuisilion

ATTACHMENT
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§215.24

of sgquipmeny, bulidings or o oland, she
7 g

wots value of She donated properuy
mey be claimsed as cost sharing or
matening.

{27 If the purpose of the award is to
suppors actlvities that reguire the use
of equipment, bulldings or land, nor-
mally only deprectation or use charges
for equipment and bhuildings may be
made Howsver, the full value of equip-
ment or other capital! assefs and fair
rental charges for Jand may be allowed,
provided that the Federal awarding
agency has approved the charges.

(h) The wvalue of donated property
shall be defermined In accordance with
the usual accounting policies of the re-
cipient, with the following qualifica-
viens,

{1) The value of donated land and
huildings shall not exceed its fair mar-
ket vaine at the stime of donation to
the recipient as established by an inde-
pendent appraiser (e.g., certified real
property appralser or General Services
Administration representacive) and
certifisd by a responsible offictal of the
recipient.

(2) The value of donated eguipment
shall not exceed the fair market value
ef equipment of the same age and con-
dition as the time of donation.

(3) The value of donated space shall
not exceed the falr rental value of com-
parable space as established by an inde-
pendent appraisal of comperable space
and facilities in a privately-cwned
huilding in the same locality.

(4} The valne of loaned eguipment
shall not exceed its fair rental value.

{5} The following regquirements per-
tain to the reciplent's supporting
records for in-kind contributions from
third parties.

(i} Volunfeer services shzall be docu-
mented and, to the extent feasible, sup-
ported by the same methods used by
the recipient for its own employees.

(iiY The basis for determining the
valuation for personal service, mate-
rial, eguipment, buiidings and land
shall be documented.

§215.24 Program income.

(a) Federal awarding agencies shall
apply the standards sei forth in this
section in requiring recipient organiza-
tions 0 account for program incorne

2 CFR Ch. Il (1-1-0¢ Edilion)

raiuped Lo projects financed 1n whoie or
in part with Federal funds.

h) Broept as provided in paragraph
fh) of this secbion, program income
garned during the project neriod shall
be retained by the recipient and, in ac-
cordance with Federal awarding agancy
reguiations or the terms and condi-
tlons of the award, shall be used in one
or more of the ways listed in the iol-
loewing.

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

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

(2) Daducted from che total project or
program allowable cost in determining
the net allowable costs on which the
Federal share of costs is based.

{cy When an agency authorizes the
disposition of program income as de-
seribed in paragraphs (b)1) or (b)(2) of
this section, program income in excess
of any lirmite stipulated shall be used in
accordance with paragraph (h¥3) of
this section.

(@) In the event fhat the Federal
awarging agency does not specify in its
regulations or the terms and condi-
siens of the aweard how program income
is to be used, paragraph (b)@) of this
section shall apply automatically to
21l projects or programs axcent re-
search. For awards that support re-
search, paragraph (b)(1) of this secticn
shall apply automatically unless the
awarding agency indicates in the terms
and conditions another aliernative on
the gward or the recipient is subject to
special award conditions, as indicated
in §215.14,

{e¢) Unless Federal zwarding agency
regulations or the ferms and condi-
tiong of the award provide otherwise,
recipients shall have no obligation to
the IFederal Government regarding pro-
gram Iincome earned after the end of
the project period.

£y If authorized by Federal awarding

" agency regulations or the terms and

conditions of the award, costs incident
to the generation of program income
may be deducted from gross income Lo
determine program income, provided
these costs have not been chargad to
the award.
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WL Proceeds IUOM TLE Shit G0 prOpErLY
spal, be Landiss 3L aiCorfalise Wit Lt
requiremients 07 he Property Stand-
wrds isee §220.30 through §210.975

T Unless Federa. awaldillE ageudly
repulations or The verme anc coudltion
0! the awaré provide othierwlse, recipi-
egntt shall nave o obligation to Lhe
Federal Government with respect oo
programr incorme earned ifrom  licenst
fees and royaltiss lor copyrighued ma-
serial, patenits, palent applicaticns,
wrademarks, and inventions producsl
under an sward. However, Patent and
Trafemark Amendments (35 U.8.C 18
appiy to Wmvention:s made under an ex-
perimental, developmenial, or ressarch
award

1215.25 Revision of budget and pro-
gram plans.

{a; The pudget plan is the financial
expression of the project Or program as
approved during the award process. It
may include either the Federal and
non-Federal snare, or only the Federal
share, Aepending upon Federal award-
ng arency requiremnents. It shall be re-
lated vo performance {or program eval-
LALIDT PUrposes Whenever appropriats.

{by Recipients are reguired to report
devigtions {rom budget and program
plane, and reguest pricr approvals for
pudget and prograin plan revisions, 1n
actcordance with thie secticn.

(c; For nopspnsiraction awards, Te-
clpients shall request pricr approvals
frem Federa awarding agencies 1or one
or more of the following program or
budpet relatet reasons.

{1; Change in thie scope or the oblec-
vive of the projeci or program i(even 1f
thiere 18 no associated budget revigion
requiring prior written approvaij.

{2; Change 1n & key person speciiled
in the application or award document.

(33 The absence {or more than three
monthe, o & 2F percent reduction in
time @evoied 10 the project, by the ap-
proved project director or principal in-
vestigalor.

{47 The need for additional Feceral
unaing.

(&) Trne transier of ammounts budgeted
{or indirect cOSLE VWO 2hsOrt increases in
direct GosbE, 0T Vice verss, 1 approval
' requiret by the Federal awarfing
ZEENCY

&, The :uolusion, wlaest
whe Feleral awalQinF afeid

WhAl EBOQRINE Privul &pRIovas
ante WITh &n)y of the {ollowing, ag ap-
plicable

e 2 CFR part 220, Cust

Principies
{or Bducanional Institutions (OME Civ-
cllar £-215"

f31; 2 CFER part 23C, Cost FPrinciples
for Rorn-Profit Organizetions (OME Cir-
cllar £-122;%

fiad) 45 CFE part 74, Appendiz E,
“Principles for Determining Costs A
plicapie to Research and Development
under Grants and Contracis with Hos
pitels;’” and

fivy 48 CFR part 31, "Coniract Cost
Principles and Procedures ™

7y The transfer of iunds allotted for
treining wllowances (direct payment 1o
trainess) to other categoriss of ex-
DENSE.

(&) Unless descrived in the zapplica-
tion and {unded in the approved
awards, the subaward, transier or con-
wacting out of zny work under an
award. Thie provision does niot appiy o
the purchase of supplies, material,
equipment or general support services.

id; No other prior approval reguire-
mente for specific iteme mey be -
posed unisesg & devighion hat been Lp-
provet oy OME.

(e} Pxcept for reguirements 1isted in
Daragraphs (c)1: and (c)(4; of this sec-
tior, Pederel awarding agencies are au-
thorized, a1 their oprion, w0 WaIVE COsi-
relatel and administrative prior writ-
ten approvals reguired by 2 OFR paris
290 znd 230 (OMB Circulars £-21 and A-
122} Soch waivers may include author-
1Zing TECIPentE Lo 4o any One Or IMore
of the following.

3y Incur pre-award cosve B0 calendar
daye prior to award or rnore than 80
calenfar dwys witn the prior approval
of the TFederal awarding agency A4l
pre-award costs are ncurred al the re-
ciprent’s risk (i.e. the Federal award-
ing agency ie under no obpligation Lo re-
imburse such costs il {er &ny reascn
the recipient does not receive an award
or if the award is iess tnan anticipaved
and inadeguate 10 covel sach COSLE).

{2; Initiale 2z oOne-Lime eXusnsion of
the expiratiorn deie of the award of ap
Lo 1z montis uniess ons oI mMOre Of ULe
follewing cond:tions apply For one-




§215.24

Lime exiensions. vhe recipient must no-
tify the Federal awarding agsney in
writing with the supporting reasons
and revised expiration date at least 1f
fiays before she expiration dabte speci-
fied in the award. This one-time exten-
sion may not be exercised merely for
the purpese of using unobligated bal-
Ances.

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

i1} The extension requires additional
Faderz] funds.

(111) The extension Involves any
change in the approved objectives or
scope of the project,

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

(4) For awards that support rasearch,
uniesg the TFederal awarding agency
provides otherwise in the award or in
the agency's regulations, the prior ap-
proval requirements described in this
paragraph (&) are automatically waived
(i.e,, recipients need not obtain such
prior approvals) unless one of the con-
ditions included in paragraph (eX2) ap-
plies.

(f) The Federal awarding agency
may. at its option, restrict the transfer
of funds among direct cost categories
or programe, functions and activities
for awards in which the Federal share
of the project exceeds 100,000 and fhe
cumulative amount of such transfers
exceeds or 18 expected to exceed 10 per-
cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Pederal awarding agency shall
permit & transfer that would cause any
Federal appropriaztion or part thereof
to be used for purposes other than
those consistent with the original in-
tent of the appropriation.

(g) All cther changes to nonconstruc-
tion budgets, except for the changes de-
scribed in paragraph (3) of this section,
do not reqguire prior approval.

(h) Por construction awards, recipi-
ents shall request prior written ap-
proval promptly from Federal awarding
agencies for budget revisions whenever
paragraphs (h)(1}, (2) or (3} of this sec-
tion apply.

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

(2) The need arises for additional
Federal funds to complete the project.

2 CFR Ch i (1~1-06 Edition)

/31 A rewision s desired which in-
wolves specific costs for which prior
written approval reguirerments may he
imposed consistent with  applicable
OMB oost principles listed in §215.27

(i} Neo other pricr approval requirs-
ments for specific {bems may be im-
posaed unless a deviztion has been ap-
proved by OME.

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

(X} For both constructionr and non-
construction awards, Faderal awarding
agencies shall require recipients to no-
tify the Federal awarding agency in
writing promptly whenever the amount
of Federal anthorized funds is expected
to exceed the needs of the reciplent 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 application
for additional funding is submitted lor
a continuation award.

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

{m} Within 30 calendar days from the
date of receipt of the request for budg-
et revisions, Federal awarding agencies
shall review the request and notify the
recipient whether the budget revisions
have been approved. If the revision is
54111 ander considerzfion 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.

[69 FR 28281, May 11, 2004, as amended at 70
FR 51880, Auvg. 31, 2005}

§9215.26 Non-Federal audits.

(a) Recipienis and subrecipients that
are institutions of higher education or
other non-profit organizations (inciod-
ing hospitals) shall be subjsct to the
audit requirernents contained in the
Single Audit Act Amendments of 1996
(31 U.8.C. 7501-7507) and revised OME

52
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Carolilar A-1f5 0 CAuditeE ol Biauet
Loce! Governrmenue, ant Non-Profin Or-
£RIL2ETIONE

(b Stete and local governments shall
e BUbjEC, Lo Lhe audll reguiisments
sontamed 1n the Single Audil Act
smendmenzs of 1986 (31 U.E.C Thll-
7507 an¢ revised OME Girgular £-132,
Ctudite of Brates, Liocal Governmenis,
and Non-Profit Organizations.”

(c) For-profit hospitzls nol covered
Dy the aundit provisions of revissd OB
Circular A£-132 shell pe subject to the
audit regunirements of the Federal
awarding agencies.

(dy Commercial organizztions shali
pe subject 50 the audit regquirermente of
tne Federal awarding agsnucy or the
prime recipient as incorporated into
the award document.

£215.27 Allowable costs.

For each ¥ind of recipient, there is a
set of TFederal principles for dster-
mining allowable costs. Allowability of
costs shall be deterrnined in accord-
ance with the cost principles applicable
to the entity incurring the costs. Thus,
allowability of cests incurred by State,
lvcal or {ederaliy-recognized Indian
tripal governments is determined in
aCGOrGance with the provisions of 2
CFR part 225, ‘“Cost Principles for
State, Loeal, and Indian Tribal Govern-
ments (OMEP Circular A-87"" The allow-
ability of costs wmeurred by nop-prefit
organlzations 15 devermined in accord-
ance with the provisions of 2 CTPER part
230, 'Cost Principles for Non-Profit Or-
ganizations (OME Circular A-122).° The
allowability of costs incurred Dy insti-
tutions of higher education is deter-
mined in accordance with the provi-
sipn: of 2 CFR part 220, 'Cost Prin-
ciples for Educational Institutions
{OME Circular £-21)." The aliowability
of cosls incurred by hospitels iz deter-
mined in accorfdance with the provi-
sions of Appendix E of 42 CFR part 74,
“Principles for Determining Costs Ap-
plicable to Research and Development
Under Grants end Contracts with Hos-
pitels.” Tne allowability of costs in-
curred by commercial organizations
an€ tnose non-profit organizations iist-
el i Attachment C wo Circular A-32% i
devermined in accordancee with the pro-

visiont O e Federa. foyu.s uiss hep
nieviol (FAT, at 48 CFH part 33

17C FE D188L. £ug. 31, 2005

£215.25 Period of availability of funds.
Wheare g Junding perief 1 specified, &
reclpient may Charge L the pranl only
aliowable CcOBLS resuivting Irom ODIEL-
tions 1ncurred during the funding pe-
riogd mnd any Pre-award costs author-
ize€ Dy the Federal awarding agency

t215.28 Conditional exemptions.

fa) OME authorizes conditions: ex-
empiion from OME administraiive re-
guirements and ceost principles circu-
iars for certain Federa! programs with
statutorily-~autnorized consolidated
planming and consclidated adrinistra-
tive funding, thet zre idexrtified by 2
Federal agency ané approved by the
nead of tne Executive gdepartment or
estaplishment. £ Federa)l agency shall
consult with OME during its consider-
ation of whether to grant such an ex-
empition.

(ty To promote sfficiency in Stetb
and  lozal prograrm administration,
when Federal non-entitlernent pro-
ETRmS With cormmon pUrnosse have spe-
cific statutorilyv-authorized consoli-
dzted plenning and consolidated ad-
miristrative funding and where most of
the SLale AEentY’s TESOUrfeS  GDIDE
from non-Federal souarces, Feferal
agencles may exemplt these covered
Stete-administered, non-sniitiement
grant programs from certain OME
grants mapagement reguirements. The
exempiions would be from:

1y The requirements in 2 CFR part
225, “'Cogt Principles for State, Local,
and Indian Tripal Governments {OME
Circular A-87)" other than the
allocability of CosLE provisions Thal are
contained in subsection C.2 of Appendix
£ Lo thatl part,

(2) The reguiremente in 2 CFE part
220, “‘Cost Principies for Educational
Instisutions (OME Circular £-21)"
other than ihe allocability 0f COSLE pro-
vigiome that are contained in paragraph
C.41in section C of the Appendir Lo that
D&y,

3; The regquirements in 2 CFE part
230, “Cost Principies for Non-Profly Or-
ganizations (OME Circular  A-1Z22;7




§215.30

cuher thab vhe aliocabilivy af Costs pro-
visions $hat are in paragrabh £4 n
sentior. A of Appendix A Lo Ghal parl:

4y The administrative reguirements
nravisions of part 216 (OME Circular A-
110, “Uniform Administrative Reguire-
ments for Grants and Agreements with
Insticutions of Higher Tducation, Hos-
pisals, and Other Non-Profit Organiza-
sions, ') and

{(5) The agencles’ grants management
common rule (see §215.5).

(¢) When a Faderal agency provides
this {lexibility, as a prereguisite to a
Jtate's exercising this option, & State
must adopt its own writéen fiscal and
administrative requirements for ex-
pending and accounting for all funds.
which are consistent with the provi-
sions of 2 CFR part 225, “Cost Prin-
ciples for State, Local, and Indian
Tribal Governmenss (OME Circular A-
877" and extend such policies to all sab-
recipients. These fiscal and administra-
tive requirements must be sufficiently
specific to ensure that: funds are used
in compliance with all applicable Fed-
aral statutory and regulatory provi-
siong, costs are reasonable and nec-
essary for operating fthese programs,
and funds are not be used for genaral
gxpenses required to carry ouf other
responsibilities of 2 State or its sub-
recipients.

[60 FR 26281, Wiay 11, 2004, as amended at 0
FR. 51881, Aug. 51, 2005]

PROFERTY STANDARDS

§215.30 Purpose of property stand-
ards.
Sactions 215.31 through 21537 set

forth uniform standards governing
management and disposifion of prop-
erty furnished by the Federal Govern-
ment whose cost wasg charged to a
project supported by a Federal award.
Federa! awarding agencies shall re-
quire recipients to observe these stand-
ards ander awards and shall not impose
additional reguirements, unless specifi-
cally required by Federal statute. The
recipient may use its own propersy
rznagement standards and procedures
provided it observes the provisions of
§215.31 through §215.37.

54
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£20153.31 Insurance coverage,
RBecipients shall, 2t a minimam. nro-
vide the eguivalent msurance uoverzge
for real property and eguipment ac-
guired with Federal funds as provided
to property owned by the reciplent
Federally-owned property need not be
insured anless required by the terms

and conditions of the award.

§215.32 Real property.

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

(a) Title to real property shaill vest in
the recipient subject to the condition
that the recipient shall use the rsal
property for the autherized purpose of
the project as long as it is needed and
gshall not encumber the property with-
out approval of the Federal awarding
agency.

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

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

(1) The recipient may be permitted to
retain title without further obligation
to the Federal Government after it
compensates the Fsderal Government
for that percentage of the current fair
market value of the proparty attrib-
atable to the Federzal participation in
the project.

T
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J2, The recipienl mnay be direcisC Lo
seil Lhe Property ubder guitelined DIe-

videt by ihe Vedera! awarding agenpy

anf pay the Federa! Government lor
Lhat perceniage of the current e

rnariet value of the propervy atiric-
ulanle L the Feders! Darsicipatlol 1n
he projset tafeer deducting wctual and
reasonable seliing and fix-up expenses,
2! any, from the szles proceeds; When
he recipient is authorized or reyuired
e sell the property, proper saleg proce-
dures shall ne established that provide
{or compstitien o the extent prac-
ticable ant result in the nighest poe-
sinle retirn.

(3> The recipient may be directet tc
transfer title to the property o the
Federal Government or 1o &l eligiple
third party provided thai, & such
cases, the recipient shall be entitied to
compensation for its aviributable per-
centage of the current failr market
value of the property.

£215.353 Federally-owned and exempt

property.
{(a) Federally-pwned properiy. (L) Title
vo lederally-owned property remains

vested in the Federal Government Ee-
cipientes snall submit annually e2n in-
ventory listing of federally-owned
propertvy in thelr custody to the Fed-
gral awarding agency. Upen completion
of the award or when the property 18 no
ionger needed, the recipient ghall re-
port the property to the Federa! award-
g agency {or further Federzl agency
utilizatior.

2y If the Federal awarding agency
nas ne further need {or the property, it
shal) be declarved excese and reported o
the Geperal Services Administratiorn,
uniess the Federal awarding agency
has statutory anthority to dispose of
the property DY aliernative methods
(e g., vhe authority provided by the
Federal Techmology Transfer £cov {15
T.2.C. Ik (I to donale research
eyuipment o educational and non-proi-
it organizatione In accordance with
E.O. 12821, “Improving Mathernatics
and Science Bducation in Support of
ohie Maztional BEducation Gozls" (87 FR
5428k, 3 CFE, 1822 Comp.. p. 322)). £T-

vroprizte nstructions shall be issued
Lo the recipient by the Federzl award-
iNnE agency

o

©

(L, Lzemp: properiy WhHhen SLALTOLLTS
AUTHOTILY existe. the Feleral awarding
ageney has ihe Oplion Lo veSL Title oo
property saequared with Feaeral funds
i the recipient wichout Turther ovlige-
tion e the Federal Sovernment angd
under conditions the Federal awarding
sgency  considers  appropriaue.  Bull
ProOperiy if exempl properiy U Snoalc
g Federal avalding ageicy DOl eslal-
1181 conditions, 3itie Lo exempt prok-
erty upon acguisition shall vest in the
recipient withoul further opligation to
the Federa!] Government.

§£215.34 Eguipment

{a) Title L¢ eguipment acouired by a
recipient witn Federz! fundes shall vest
in the recipient, subject ¢ conditions
of this section.

(v} The recipient shall not use equip-
ment acouired with Federal funds to
provide services L0 non-Federal ontside
organizations for & fee that iz less than
privete companies charge {or eguiva-
lent services, uniess specifically au-
thorized by Federal statute, for as long
as the Federal Government reiaine ap
interest irn the eguipment.

{cy The recipient shall nse the sguip-
ment in the project or program Jor
whnich it was acguired abB 10LE &f hesd-
ed, whebther or nol the project or pro-
gram continnes to be supporied by Fed-
eral funds and shall not encuomber the
property without approval of the Fed-
era] awarding agency. Whern 0o longer
needed for the original project or pro-
gram, the recipient shall use The eguip-
ment in connection witk iis other fed-
erally-sponsored activities, in the {ol-
lowing orcer of priority:

{1} Activigies sponsored vy the Fad-
era) awarding agency wnick funded the
priginal project, then

{2y £otivities sponsored by other Fed-
eral awarding agencies

{dr During the time thal eguipment
ie used on the project or program for
wnich it was acquired, the recipient
shall make it available for use on other
projecis or programe if such other use
will not interfere with the work on the

roject or programn for which the eguip-
ment wag originzlly acquired. First
preference for suck other use shall be
given w0 Ouher Pro)ecie Or Drograms
gponsored by the Federal awardimg
agenhcy thal financed BOGiDTEnT

tne
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§215,34

seond preferance shall e ziven Lo
projecis or  programs  sponsoved oy
nther Federal awarding agencies If She
anuipment is owned by the Federal
Tovaernment, use on other aotivities
not sponsored by the Federal Govern-
ment shall be permissible {f authorized
ny the Federal awarding agency. User
charges shall be treated as program in-
COme.

ie} When acqguiring replacement
equipment, the recipient may unse the
eguipment tc be replaced as trade-in or
sell the egquipment and use the pro-
ceeds to offset the costs of the replace-
ment eqguipment subject Lo the ap-
proval of the Federal awarding agency.

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

1} Bquipment records shall be main-
tnined accurately and shall include the
following informasion.

(i) A descripfion of the equipment,

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

{iii) Source of the equipment, inclad-
ing the award number.

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

fv) Acquisition dafe (or date re-
ceived, if the equipment was furnished
hy the Federal Government) and cost.

(vl Information from which one can
calculate the percentage of Federal
participation in the cost of the squip-
ment (not applicable to eguipment fur-
nished by the Federal Government).

fvii) Lotatlon and condition of the
equipment and the date the informa-
tion was reported.

(viil) Unit acquisition cost.

(ix) Ultimate disposition data, in-
clnding date of dispesal and sales price
or the method usad to determine cur-
rent fair marke{ value where a recipi-
ent compensates the Federal awarding
agency for its share,

(2) Eqnipment owned by the Federal
Government shall be identified to indi-
cabe Faderal ownership.

{3) A physical inventory of equipment
shall he taken and the results rec-
aonciled with the equipment records at
jeast once every two years. Anhy dif-

o
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jerencer bhetween nuantities  deter-
mined by the physical inspection and
those shown in the accounting recorde
shali be investigated to determine tha
czuses of the difference. The reciptent
shall, in connection with the 1nven-
Lory, verify the exisfence, current uti-
ligation, and continued need f{or the
sguipment.

(4) A control system shall be in effect
to insure adequate safeguards Le pre-
vent loss, damage, or theft of the
squipment, Any loss, damage, or theft
of egquipment shall be Investigated and
fully documented; If the eguipment was
owned by the Federal Government, the
recipient shall promptly notify the
Faderal awarding agency.

(5) Adequate mainfenance procedures
shall be Iimplemented to keep ithe
equipment in good condition.

{6) Where the recipient is authorized
or reqiired to sell the equipment, prop-
er sales procedurss shall be established
which provide for competition to the
extent practicable and result in the
highest possible return.

(g} When the recipient no lonper
needs the eguipment, the eguipment
may be used for other activities in ac-
cordance with thse following standards.
For equipment with a current per unit
fair market value of $5000 or more, the
recipient may refzin the equipment for
other uses provided that compensation
is made to the original Federal award-
ing agency or its successor. The
amount of compensation shall be com-
puted by applying the percentage of
Federzl participation in the cost of the
original project or program fc the cur-
rent fair market value of the equip-
ment. If the recipient has no need for
the zouipment, the recipient shall re-
guest dispesition instructions from the
Federal awarding agency. The Federal
awarding agency shall cdetermine
whether the eguipment can be nsed to
meet the agency's requirements. If no
requirement exists within that agency,
the availability of fhe egulpment shall
be reported to the General Services Ad-
ministration by the Federal awarding
agency Lo determine whether a require-
ment for the egnipment exists in ather
Federal agencies. The Federal award-
ing agency shall issue instructions to
the recipient no later than 120 calendar
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OME Creulars anc Guidance

favi oafue! the TEULLIENLE refussl all
vhe {0liowinE procsfurss shall govern
1 se anmtrucled or if disposiiiorn
ITBTTUCTLONE ale nol 1ssued wignln 220
calendar o&ve afrer the reciplente re-
guest, the recplent snzli sell the
eqmpmém ant relmburse the Fedsial
awarding agency &n armouni compuied
by applying it the sales proceeds the
perventage of Federal Particlpation 1in
cne post of the originz! projeci or pro-
gram Eowever, the recipient shell be
permitted to deduct and reiain {rom
trhe Federal share 3500 or ten percent of
he proceeds, whichever ig less, for the
reciplent’s selling ant handling ex-
DEDSes.

{23 1 the recipient is instructed to
ship the eguipment elsswhere, the re-
cipient shall be reimnbursed by the Fed-
era] Government by an amount which
15 computed by applying the percent-
zwge of ihe recipient’s participztion in
the cost of the original project or pro-
grain %0 the currsnt fair market valne
of the eguipment, plus any reasonable
shipping or interirn storage costs in-
curred.

(3) If the recipient is instructed %o
otherwise dispose of the eguipment, the
recipient shall he reimbursed by the
Feteral awarding agency ior such cosis
neurred in ite disposition.

{4) The Federa! awarding agenty may
reserve the right to trapsier the title
e the Federal Government or o 2
thizd party named Dy the Federal Gov-
eTnIent when such third party is oth-
erwige eligible under existing statutes
Such transfer shall be subject 10 the
{ollowing standards.

ti; The eguipment shall e appro-
priately 1dentifisd in the awart oT oth-
erwise mafde ¥nown o the recipient in
writing.

(11) The Federal awsarding agency
shall  issue disposition  instructions
within 120 czlendar daeys afier receipt
¢f & final inventory. Toe final inven-
vory snall list &1l eguipment acquired
with grant funds and {ederally-owned
gguipment. 17 the Federal awarding
agency lalls t0 issue disposition in-
structions within the 120 caiendar day
period, thne recipient shall appiy the
srandards of this section. &E 2DPDPTo-
prizie.

{1i1Y . When tne Federal
RZETCY eXercises 1UE righl vo Lake LiTie,

Lht SGUIDILELL EREo. bE Sll,stl Ll LLe
provisiong for leferalil-owied eculls
et

£915.35 Supplies and other cxpend-
able property.

(a) Tiuvie Lc sapplies &nd other ex-
pendable property shall vest tn the re-
cipient upon acgquisition. 1f there 1 &
residuel A1nventory of unused supplies
exgeeding  $0000 1n  LoLal  aggregale
value upon LErmination or completion
of the projeci or prograly anf Lhe sul-
plies are not needel for any oiher fed-
erzlly-sponsored " project or program.
the recipient shall retaln the suppiiec
for use on non-Federal sponsored ac-
tivities or sell shem, but shall, in e:-
Ther case, compensate the Yederal Gov-
ernment for its share The amount of
compensation shali be computed 1r the
samé manner &6 for eguipment.

{py The recipient sball not use sup-
pijes acguired with Federal {unds tc
Drovide services to non-Federal outside
orgamizziions for & Iee that 1€ 1ess than
private companies charge for eguiva-
lent services, unless specifically au-
thorized by Federal statute af long as
the Federal Government retalus an in-
terest in the supplies.

t215.36 Intangible property.

(&) The recipient may copyright any
work thal i= subject Lo copyright and
was Geveloped. or for which ownershi
wag purchased, under an award The
Federal awearding agencyiies, reserve &
royalty-iree, nonexclusive ang irrev-
gedble right to reproducee, publish, or
otherwise use the work for Federal pur-
poses, and LC authorize OLLErs 1o QU 8.

{by Recipients are subject Lo appilta-
bie regulations governing patents and
inventions, including government-wide
regulstions issued by Tthe Department
of Commerce at 37 CFR part 401,
“Rights ¢ Inventions Made Dy Non-
profit Organizations ant Smeall Busi-
nesg Pirms Under Governmen? Granis,
Contracts and  Cooperative Agree-
ments.”’

(¢) The Federal Governmment has ths
right 1o

(1; Oblain, reprodues, publish or ecoh-
erwise USE 1ihe CGale first produced
under aL awara.

¥
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521537
(2 supshorize others Lo regelve enro-
duece, punlish, or otherwise use such

data for Fedsral purposes

v {10 In addivion, In response Lo oa
Fresdom of Information Act {(FOILA) re-
nueast for regearch date relating to pob-
lished rescarch findings produced under
an award that was used by the Federal
Sovernment in developing an agency
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, the re-
seaich ¢afa so that they can be made
available to the public through the pro-
cedures astablished under the FOIA. If
the Federzl awarding agency obteains
the research data solely in response to
a POIA request, the agency may charge
the requester a reasonable fee equaling
the full incremental cost of obtaining
the research data. This fee should re-
fiect 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
(& U1.8.C. 552(a)4)A)).

(2) The following definitions apply
for purposes of paragraph {(d)} of chis
section:

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

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

(B) Perscnnel and medical informa-
tion and similar information the dis-
closure of which would econstitnte a
clearly unwarranted invasion of per-
sonal privacy, such as information that
conld he used to identify 2 parvicular
perscn in a research study.

ri{) Puoblished is defined as either
when:

‘&) Resezrch findings are published
in a peer-reviewed sclentific or tech-
nisal journal; or

58
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(B A Pederal agency public!
foially ciles ohe researchn
support of an agency achion
thie force and effect of law.

7111} Used by the Federgl Government
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 research findings (n
support of an agency action that has
the force and efiect of law.

(e) Title to intangible property and
debt instruments acquired under an
award or subaward vests upon acgoisi-
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-
ad for the originally authorized pur-
pose, disposition of the intangible prop-
aerty shall occur in accerdance with the
provisions of §215.34{g).

{69 FR 28281, Mzy 11, 2004, a5 amended 3t 70
FR 518081, Aug. 31, 200§}

v and of-
dings in
that has

§216.37 Property trust relationship.

Real property. squipment, intangible
preoperty and debt instruments that are
acguired or improved with Federal
funds shall be held in trust by the re-
cipient as trustee for the beneficiaries
of the project or programm under which
the property was acquired or improved.
Agencies may reguire recipients o
record liens or other zppropriate ne-
tices of record o Indicate that par-
sonal or real property has been ac-
guired or improved with Federal funds
and that use and disposition conditions
apply to the property.

PROCUREMENT STANDARDS

§215.40 Purpose of procurement
standards.
Sections 215.41 through 21548 set

forth standarde for use by recipients in
astablishing procedures for the pro-
curement of supplies and other expend-
able property, equipment, real property
and other services with Federal funds.
These standards are furnished to an-
sure that such materials and services
are obiained in an effective manner
and in compliance with the provisions

ATTACHMENT C
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of wpplicatie Feterzl slevutes zand er-
eoullve GrOErs We additional procure-
rnenl 5LALOAIAS OF regulrementes snall
e 1mposed DY the Fzderal awardlng
Ag€nCles OpoL recipients, unless spe-
wifically reguired DY Federal statule or
Lxesutive order or approvet Ly OME

£ 215.4]

The svandards contained in this sec-
tion Go not relieve the recipient of the
contractual responsivilities  arising
nnder its contractis). The recipient is
the responsible authority, withont re-
course Lo the Federal awarding agency,
recarding the settisment and satis{ac-
tion of ali contractual and administra-
rive issues arising out of procurements
entered into in support of an award or
other zgreement. This includes dis-
putes, clalms, protests of award, source
evaluation or other matvers of a con-
tractual nature. Matiters concerning
violation of statute are to be referred
1o such Federal, State or local anthor-
ity as may have proper jurisdiction.

Hecipient responsibilities.

£t 21542 Codes of conduct,

The recipient shall maintain written
stendards of conduct governing the
performeance of 1ts emplovees engagad
ir The awerd and administration of
cOntracts. No emplovee, officer, or
agent shall participate in the selection,
sward, or administrasion of & contract
supported by Federal funds H a real or
apparent conflict of interest would be
invoived Suchk & conflict would arise
whern the employee, officer, or agent,
any member of hig or her bmmediate
{zmily, his or her pariner, or an Orga-
nizatlon winich employs or 1: about Lo
employ any of the parties indicated
nerein, has & financial or other inierest
in Ghe firm selecied for an award The
vfficers. emplovees, and agente of the
recipient snall neither solicit nor ac-
cept pratuities, {avers, or anything of
monetary value {rom contractors, or
parties tC subagreements However, re-
cipients may set standards {or situa-
Lions in which the Tinancial interest ig
not substantial or the gift 15 an unso-
licived ivem of nominal value. The
standards of sonduct shall provide for
disciplinary achions Lo be applied for
viciations of such standards by offi-
cers. empioyees, or egente of the re-
cipient

L1649

£ procurement WanSwlellOus Shal
De conducted LI & Manler . Drovihe
LU The MaXImum: eXLent Dractical open
and free competition. Thne recipient
shall Le alerlt 0 organizational ooI-
flicue of intersst at well as noncompet:-
Live DracilCes anong Conuraciors Thal
mey reswrict or eliminate competitlor
or otherwise restraln wrade. I order G
ENSUre objective ocontracior periorm-
ance and eliminate nrialr competitive
advantage, contractors thal develou or
draft  specificatlons, reguirements.
stabtements of work, 1nvitations for
pids and/or regueste for proposale snell
be excluded {from competing Ior such
procurements. Awards shall be made oo
the bidder or gfieror whose bid or offer
ie responsive Lo the solicitation and is
most edvaniageols Lo Tthe recipient,
price, guality and other {actore consid-
gred. Solicitations shall clearily sel
{forth all requiremente that the bpiddsr
or offeror shall fulfill in order for the
bid or offer ¢ be evaluated Dy tne re-
cipient. Any and all bids or ofiers may
we rejected when it 1= ip the recipient’s
interest o do so.

Competition.

{21544 Procurement procedures.

(&) &1 recipients shall establish writ-
ten DProcurement progedares.  These
procedures shall provide Jor. at & DUL-
imum, that paragraphs (z)1). (2} angé
(3 of this section anply.

(1) Recipienie evoid purchasing un-
TieCeEsAry llems

(2) Woere appropriale, an anzlysit is
mede of lease and purchase aller-
nabives 1o delermine wnich wounid be
the most economical ané practical pio-
curement lor the Fedsral Government.

(3) Solicizaticns for goods znd serv-
1ces provide {or ali of the {pllowing

(17 & clear and socurate descripiion
of the tecnnica! requiremente {or the
material. profuct or service Lo be pro-
cured, 1z competitive PpProCurements
such z descriptiom shall not contain
{eatures which unduly restrict com-
pecition.

(11} Reguirements which the Didder
offeror must fwifili and ali other lac-
LOre to be usef in evziuating bpids or
DProPOBELE.

(1137 A descripuion, whenever prat-
ticable, of iechnice)l reguirernents ir
werme of funchions o be performec or
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§215.45

performalce  Ter Coincluding the
range of acceptulie characteristics or
minimuam acceptable standards.

{iv) The specific features of ‘‘brand
name or agual'’ descripbions that bid-
dars are required te meet when such
iterns are included in the solicitation.

iv} The acceptance, to the extent
practicable and economically fezsible,
of products and services dimensioned in
the metric system of measurement.

(vi) Preference, to the extent prac-
ticable 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 utilize small businesses,
minority-owned firms, and women's
husiness enterprises, whenever Dos-
sihle. Reciplents of Federal awards
shall take 2ll of the {ollowing steps to
further this goal.

(1) Ensure that small businesses, mi-
nority-owned firms, angd women’'s busi-
ness enterprises are nsed to the fullest
extent practicable.

(2) Make {nformation on forthcoming
opportunities available and arrange
time frames f{or purchases and con-
tracts to encourage and facilitate par-
ticipation by small businesses, minor-
ity-owned firms, and women’s business
enterprises, )

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

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

(43 Encourage contracting with con-
sortiums of small businesses, minority-
owned firms and women's business en-
terprises when a contract is foo large
for one of these firms to handle individ-
nally.

(5) Use the services and assistance, as
appropriate, of such organizations as
the Small Business Administration and
the Depariment of Commerce's Minor-
ity Business Development Agency In
the solicitation and utilization of
amall businesses, minority-owned firms
and women's husiness enterprises.

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

50
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ropriave for the pariiodlar prozure-
ment and {or promosing the hest inter-
est of the program or project involvad
The Hoogt-plus-a-percentage-of-cost”
or ‘‘percentage of construction cost”
methods of contracting shall not he
used.

{d) Contracss shall be made only with
rasponsible contractors vho possess
the potential ability to perform sac-
cessfully under the terms and sondi-
tions of ohe proposed procarement.
Consideration shall be given to such
matters ag cantractor integrity, record
of past performance, financial and
technical resources or accessibility to
other necessary resources. In certain
circumstances, contracts with certain
parties are restricted by agencies’ im-
plementation of B.O.s 12549 and 12680,
"Debarment and Suspension.”

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

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

(2} The procurement is expected bto
exceed the small purchase threshold
fixed at 41 U.S.C 403 (11) (currently
$25,000) and is to be awarded without
competition or only one bid or offer is
recelved in response (o 2 solicitation.

(3> The procurement, which is ex-
pected to exceed fhe small purchase
threshold, specifies a ‘‘brand name"
product.

(4) The proposed award over the
smal]l purchase threshold is to be
awarded to other than fthe apparent
low bidder under a sealed bid procure-
ment,

(8} A proposed contract modification
changes the scope of a confract or in-
oreases the contract amount by more
than the amount ¢f the small purchase
threshold.

§215.45 Cost and price analysis.

Some form of cost or price analysis
shiall be made and documented in the
procurement files in connsction with
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FOCLTEMENL achion Frice
e pooomplisned In

insiuding

VRITOUL

WaVE, Lhe COMDarison  of
price guttafions submitied, markel
wrices andé  simiizr indicla, together

with discounte COst analysle i the re-
view anl evalualion of each slement of
opEL Lo Qetermile  TeaSonabienese
allocapility and allowapllity.

t 21546 Procurement records.

Procurement records and files for
paronases 1o excess of the small pur-
chase threshold shall include the fol-
lowing at & minimum:

(&) Bagis for coniractor selection;

(p: Justification for lack of competl-
tion wher compeiltive bids or offers
are not oblained; and

(c; Basie for award cost or price.
£ 215,47

£ syster: {or contract administration
shall be msintained to ensure con-
tractor conformence with the terms,
condifions and specifications of the
contract and to ensure adeguate and
timely follow up of all purchases. He-
cipients Ehall evaluate coniractor
formeance and document, &8 appro-
priate, whether contraciors have Inei
the terms, conditions and specifica-
Ltions of the contract.

Contract adminisiration.

er-

t2165.48 Contract provisions,

The recipient sball inciude, in aadi-
tien o provisione o define a souné and
cornplete agreement, the {ollowing pro-
visivng it all contracts. The {ollowing
provisions shall alsc be applied to sub-
contracts

) Donoracts in excess ol the small
purchase tnresrtold shall contaln con-
trattual provisions or conditions that
allow for adrninistravive, coniraciual,
or legal remedies in insvances in which
2 contrector violaies or breaches Lhe
contract termes. and provide for such

remedial &ctions as Imay be appro-
priate.
{by Al conbtracts in excess of the

small purchase thresnold shell conbain
suitable provisions ifor Lermination by
the recipient, including the manner by
which terminerion shazll be efiected
and the basis {or settlement. In addr-
1ion, such tontracts shell describe con-
ditions under whnich the coniraclt may

be serminzied for delzult as well ag

(=]
ey

521548

LONAITIONE wWhere bhe COLLratt may oe
LETINITGLEE DECALBE L] CireumSLal.led
LEVORG the Conuro! of Lhe Lonilaluor

i) HErxcePi as olnerwise reguired by
suatule, &L awart what reguires tne
CONLrACLINE {0 BUDLONUracling: ior
construction or {acility improvemnents
shall providge {or the recipient Lo {ollow
1L OWD Teguirelmienis relaving o g
gugransees, performance bponds, &anc
payment ponds unless e Lconstruction
contract or suhcontract exceeds
100,000, For those contracts or sub-
contracts exceeding $100,000, the Fed-
eral awarding agency may accepl ine
bonding policy ant requirements of the
recipient, provided the Federal awardg-
ing agency has mate 2 delermination
what the Federal Government's interest
18 adeguately prowecied. if such z de-
termination has not been rade, the
minimum reguirements shiail be as fol-
lows.

(13 £ bi¢ guarantee from eacp bldder
equivalent to five percent of the bid
price. The “'bit gnarzntee” shall con-
sist of & firm commitment such as z
bid bond, certified check, or other ne-
gotiable 1nsirument acCompanying z
id as assurance that the mdder shall,
upon acceptance of hnis bid, ezecuve
such contractiual doouments af may De
reguired within the time specifisd.

{2y £ periormance pond on the part of
the comtractor for 100 percent of tThe
contract price. A “‘performance bong™
iz one executed ir connection with &
contract o secure fuifillment of all the
contracvor’s obligations under such
contract,

(3; & payment Tond on the part of the
contractor {or 100 percent of the con-
tract price. A “payment bond"” s one
executel in connecilon with a contrach
Lo asstre payment as required by stat-
ute of all persons supplying labor and
material 1o the execution of the work
provided {orin the contract.

{47 Where bonds are reguired in the
sitnations descripsd herein, the bonds
shall be obtzined {rom companies nold-
ing certificates of authority at& accept-
able sureties pursuant to 31 CFR part
223, 'Burety Companies Doing Business
with the United Siates.

{d; A1 negotiated COnDLracis (eXGsHL
those for lese than the small parchase
tnreshold: awarded Ty recipiente shall
ineindes & provision t¢ the effect that

—~ 5
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£ 218.50

ral

Lhe reciplent. che Fede awarding
agancy, the Compurolier General of the
United Siates, or any of thelr duly au-
Lhorized represensatives, shall have ac-
cess Lo any books, docurnents, papers
and records of the contractor which are
directly persinent to a specific pro-
gram for the purpose of making auvdlis.

axaminations, excerpts and  tran-
soriptions.
te) All contracts, including small

purchases, awarded by recipients and
thelr contracters shall contaln the pro-
curement provisions of appendiz A Lo
this part. as applicable.

REPORTS AND RECORDS

$215.50 Purpose of reports and
records.
Yections 215.51 through 21853 set

forth the procesdures for monitoring
and reporting on the recipient's finan-
cial and program performance and the
necessary standard reporting forms.
They zlso set forth record retension re-
gquirements.

§215.51 Monitoring and reporting pro-
gram performance.

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

(b) The Federal awarding agency
ghall prescribe the {reguency with
which the performance reports shall be
submitted. Except as provided in
§215.51(f), performance reports shall
not be required more frequently than
gquarteriy or, less frequently than an-
nuelly. Annual reports shall be due 30
calendar days after the grant year;
guarterly or semi-annual reports shall
be due 30 days after the reporting pe-
riod. The Federal awarding agency may
require annual reports before the anni-
versary deates of multiple year awards
in lieu of these reguirements. The final
performance reports are due 90 cal-
endar days after the sxpiration or ter-
mination of the award.

tc) If inappropriate, a final technical
or performance report shall not be re-
guired after completion of the project.

62
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(d; Whnen reguired, performance re-
ports shal)l generally contain, for each
award, brief information on eath of the
following.

1y A comparison of acdiual acuom-
plishments with the goals and objec-
tives established for the period, the
findings of the investigator or both.
Whenaver appropriate and the output
of programs or projects can be readily
guantified, such guantitative data
should be related bo cost data for com-
putation of unit cosus.

(2) Reasons why establizshed goals
were not met, if appropriate.

(3) Other pertinent information in-
cluding, when approprizte, analysis
and explanation of cost overruns or
high anit costs.

(e} Recipients shall not be required to
submit more than the original and twe
copies of performance reports.

(f) Recipients shall immediately no-
tify the Federal awarding agency of de-
velopments that have a significant im-
pact on the award-supported activities.
Also, notification shall be given in the
case of problems, delays, or adverse
conditions which materizlly impair the
ability to meet the objectives of the
award. This notification shall include a
statement of the action taken or con-
templated., and any assistance nesded
to resolve the situation,

(g) Federal awarding agencies may
malke site visits, as needed.

(h) Federal awarding agencies shall
comply with clsarance reguirements of
5 CFR part 1320 when reguesting per-
formance data from recipients.

§215.52 Financial reporting.

(a) The following forms or such other
forme as may be approved by OMB are
authorized for obtaining financial in-
formation {rom recipients.

(1) SF-2658 or SF-2694A, Financial Sta-
tus Report.

{1) Each Federal awarding agency
shall reguire recipients to use the SF-
260 or SF-289A to reporf the status of
funds for all noncenstruction projects
or programs, A Faderal awarding agen-
cy may, however, have the option of
not requiring the 3PF-269 or SP-268A
when the S¥-270, Request for Advance
or Reimbursement, or 3¥-273, Repori
of Federal Cash Transactions, ig deter-
mined to provide adeguate information
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exeenl bliml
57 - SF-LEGL shzll e requirec at
Che COMPieTlorn Of The Projecl when Lhe
; 1 used pnly Jor advanses.
The Fedsra! awaldllg agency
prestrive whether Ghe 7eD0Tt Shall
¢ on & cash Or accrual pasis. 17 the
eneral gwarding afency reguires G-
crual information and the recipient’s
WOCOUWLTINg Tecords are nol normally
rept on the accruzl basis, The recipient
skall noi be required to converi itE alt-
counting svsbtem, but shall develop
such accrual informeation through best
sstimzates based on an analysis of the
documeniation on hand

(i1ly The Federal awarding LEEency
snall determine the freguency of tne
Finzncial Statas Repert {or  each
project or prograiz, considering the
size and complexity of the particular
project or prograr. However, the re-
port snzil not be regquired more ire-
guently than gquarterly or less ire-
gquently than annually. & final report
shall be required at the completion of
the agreement

(1vy) The Federal awarding agency
shall reguire recipients to submit the
ST-26% or SF-2694 (an original anft no
more than two coples) 1o later than 30
davs after the end of each specified re-
porting pericd for guarterly and semi-
annual reports, and 90 calendar Gays
for annua!l and {inal reports. Exten-
sions of reporving due dates may be al-
proved by the Federal awarding agency
upon request of the reciplent

(2) EF-272., Beport of Federal Cash
Transactions,

(i} When funds are alvanocedé o re-
cipients the Federal awarding agency
shall reguire each recipient Lo submit
vhe SF-27¢ and, Whed nLecessary, iLe
continuation sheet, 8F-272a The Fed-
T4, awarding agency shgll use thie re-
pori 4o monitor cash advanced to re-
cipients end e obbain dispursement in-
{ormation for each agreement with the
regipients

(i1) Federal awarding asgencies rmay
require forecaste of Federa! cash re-
guirementss in the “Hemearks' sechion
o tne report.

11ily Whern pratilcal and deemed nec-
285a7Y, Federal awerding agencies may
require recipienis e report in the
“Remarks” section the amount of cash
advences received in extess tiree

LGOS

of

jaj}

(8

[ AR
Gayve Lecrosent: shall jwrovite spnort
LATTRIIVE BXDIALATIONE OF ACTLONRE el el

Lo TROUGE DIE £XCESE LALalCEs.

v Recipiente shall be rsouired Lo
sULmit Nol INore LnRAL Lhe Lriginal and
Wo Gopass of the SF-27Z Calendar
dzve following the end of ewth guarier
The Federa, awarding ggencler may re-
gulre 4 monin!y report irom those re-
cipients receiving advances Lolaling §1
million Or moTe Der vear

vy Federal awarding agencies may
waive the regulrernent {or submission
of the BF-272 for any one of the foi-
lowing rezsons:

{A) When monthiy advances 4o not
exceed 323,000 per recipient, provided
that suck advances are rmonitered
through other forme contained in tnis
5eCtioT,

(B; I, in the Federal awarding agen-
cy's opimion, tne recipient's accounting
controls are afeguate Lo minimize ex-
cessive Federal agdvanoces; or,

(C; When thie electronic Dpayment
meechanismes provide adeguate data.

(b; When the Federa] awarding agen-
cy needs additional information or
more freguent reports, the following
snall be observed.

(13 When additicnal information is
needed Lo comply with legislative re-
guirements, Federal awarding agencies
shall issue iMSTTGCTiChE Lo reguire re-
cipients 1o submit sueh information
under the “Remarke' sech.on of the re-
DOTLE.

(2 When z Federal awarding agency
deterrnines thal & recipient's agcouni-
ing svstemn Ques not meet the stangards
o §215.21, additional pertinent infor-
mation Lo inriber moniter awards may
be ohieined upor written notice Lo the
recipient unti! such time as the system
is pronght up to standard. The Federal
awarding apency, in obizining this in-
formation, shall comply with report
ciearance requirements of 5 CFR part
1220.

2) Federal awarding agenciet are ern-
coureged to shade out apy liné liem on
ADNY report if not necessary.

(4, Federzal swarding agencies mey
zeoept the identica! infermation {rom
the recipients in macnine readable for-
mat or gomplUler DrinLouss oI elec-
Lronic eaiplrts in lieu of prescribed {for-
mats

15
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§235.
J5r Paderal awarding Agenclas may
wrovide compuner 9@ clecitonic ouupues
Lo, secipients when svch awpedites or
sonyributes o the acouracy of report-
ing.

5215.58 Retention and access require-
ments for records.

{a) This section sebs forth reguire-
ments for record retention and access
te records for awards to recipients.
Federal awarding agencies shall not
ympose any other record retention or
access requirements upon recipients.

{b) Mnancial records, supporting doc-
uments, statistical records, and all
ather records pertinent to an award
shall be retained for a period of three
years from the date of submission of
the final expenditure report or, for
awards that are renewed quarterly or
annually, from the date of the submis-
sion of the guarterly or annual finan-
zial report, as aunthorized by the Fed-
eral awarding agency. The only excep-
sions are the following.

(1) If any litigation, claim, or audit is
starsed before the expiration of the 3-
year period, the records shall be re-
tained until all litigation, claims or
audit findings invelving the records
have been resolved and final action
talken.

{2) Records for real property and
squipment acquired with Federal fands
shzll be retained for 3 years after final
disposition.

(3) When records are stransferred to or
maintained by the Federal awarding
agency, the 3-year retention require-
ment {5 not applicable to the recipient.

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

(¢c) Copies of original records may be
substituted for the original records if
aushorized by the Federal awarding

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

records to its custody from recipients
when it determines that the records
possess long term reteniion valuve.
Bowever, in order to avoid duplicate
recordkeeping, a Federal awarding
agency may make arrangements for re-
cipients to retein any records that are
continuvously needed for joint use.

Z CFR Ch Il (1-1-06 Edifiony

16 The Pederal awarding agenay. she
Insnector General, Compiroller Gen-
eral of the United 3tates, or any of
their duly authorized represeniatives,
nave the right of timely and unre-
awricsed access te any books, doou-
ments, papers, or other records of re-
cipients that are pertinent Lo the
awards, in order to make audits, ex-
aminations, excerpts, transcripts and
copies of such documents. This right
algo includes timely and reasonable ac-
cess to a recipient’s personnel for the
purpose of interview and discussion re-
lated to such documents. The rights of
accese in this paragraph are not lim-
ited to the required retention period,
but shall last as long as records are re-
tained,

(f) Unless required by statute, no
Federal awarding agency shall place
restrictions on recipients that Lmit
public access to the records of recipi-
ents that are pertinent to an award, ex-
cept when the Federal awarding agency
can demonstrabe that such records
shall be kept confidentizl and would
have been exempted from disclosure
pursuant to the Freedom of Informa-
sion Act (5 UJ.S.C. 5562} if the records
had belonged to the Federal awarding
agency.

(g) Indivect cost rate proposals, cost al-
locations plans, etc. Paragraphs (g)l)
and (g¥2) of this section apply to the
following types of documents, and vheir
supporting records: indirect cost rate
computations or proposais, cost alloca-
tion plans, and any similar accounting
computations of the rate at which a
particular group of costs is chargeahle
(such as computer usage chargeback

rates or composite fringe benefit
rates).

(1} If submitied for megotiction. If the
regipient submits o the Federal

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

2y If not submitied for negotiation. If
the recipient is not required to submit
to the FPederal awarding agency or the
subrecipient is not reguired to submit
%o the recipient the proposal, plan, or
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poses. [LET LHE 5-YE&T TELELRLIOL peritt
{Gr Lhe Proposai. plan, ©OF CLLEeT CUTT-
mitation end ILE SLUDPDPOILILE 1eL0raE

suarcs at the end of uhe fisual year lor

ctlLer aceounting period) covered by
the proposal Plan, 0r other compula-
T10n

TEEMIKATION ANL ENFORCEMENT

£215.80 Purpose of terminetion and

enforcement.
Seetions 215,61 and 215.62 set foTin
uniform suspension, Lermination and

enforcement procedures

£215.61 Termination.

{a; Awards mey bt terminated in
wnole Or in part only U paragrapne
tadly, (2) o7 (3) of this section AppiY.

i1 By the Federal ewarding agency,
if 2 recipient meaterially faile to com-
ply with the terms and conditions of an
award.

{2y By the Federal awarding agency
with the consent of the recipient, in
which case ihe two parties shall agree
apon the termination condivions, in-
cluling the effective date and, in the
case of pardal termination, the portion
to be terminated.

{37 By the recipient upon sending io
tne Federal awarding agency written
notification setting foTth the reasons
for such ilerminavion, ihe effective
date. and, in the case of partial vermi-
navion, the poriien to be terminated.
However, if the Federa! awarfing agen-
cy deiermines in the case of paruial
termmation that the reduced or rmodi-
fied poroion of the grant will not ao-
complish the purposes for which ke
grent was made, it may terminate the
grant in 1te entirevy wnder €ithier para-
grapns (a)1; or (2) of this section.

f; U coste are allowed under an
awart, the responsibilivies of the re-
cipient referred oo in £215712), includ-
ing toose {or property management as
applicaple, shall be considered in the
vermination of the zward. and provi-
sion shzll be made for continuing re-
sponsinilities of the recipieni aiter wer-
manatlon, &8 wppropriate

L 215,62 Enforcement

(& Fremeaies for nonsomplionce. I & re-
cipient malerially {ails w compiy with

3

§2'5.42
Tne LeITne &nd oGnéitions o7 al awald
wilieine! Sulalet 1n & Federzl sbalule

regulalion, eSSUranits, application, or
notice of award, the Federa, awarding
agency rmay, 1L addifion W LTNPUSing
any O Tne spetlal conditions ouilined
i 22F 14 Lake one or more of tne {ol-
loving aCLionE, af ahprobrinie i ihe
CITCUITS DRIICES.

{13 Temporarily withhold cash Day:
ments pending correction of the defi-
cigney by the recipient O ILOTE SBVETE
enforecernent action by the Federzl
awarding afency.

(2 Diszllow fihiat 18, 4eny Loth use of
funds and any applicatle mMaLCHILE

credit for; all or part of the cost of the
activity or action not in compliance.

(3) Wnolly or partly suspend or ter-
minate the carrent award.

f4) Withhold further awards for the
PrClect or Nrogram.

(5, Take outner remedies that may be
legally available.

(b) Hearings ond appeals. In taking an
enforcement action, the awarding
agency shall provide the recipient an
opporwunity for hnearing, appeal, or
other adminisirative proceeding o
which the recipient i entivled under
any Statule or regulation epplicekle to
the action invelved.

(ey Effects of suspension ond ilermi-
nution. Coste of 2 reciplent resulting
irom obligations incurred by the re-
cipient daring a suspension or afier
rermination of an award are not aliow-
able unless the azwarding agency ex-
pressiy authorizes tnem m the DoTice
of suspension or iermination Or sSubse-
guently. Other recipient coste during
suspension or after termination which
are necessary and Dot reasonably
zvoldable are zllowable if paragraphs
re)1, and {27 of tnie sectior apply.

{1} The costs result from obligations
which were properly incurret by the re-
cipient before the effective date of sus-
pension or termination, are not in ap-
ticipation of it, and ir the case of a ter-
mination, are noncancellabie.

(27 The coests would pe allowable if
the award were noit suspended or ex-
pired normally at the ené of the fund-
ing period 1 whicn the Lerminasion
selkes effect

(dy Eelutionship to deborment wnd sus-
persion,  The eniorsement remefdies
igentified in this section. 1inclubing

k]
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and rermination. oo now
ie & recipient mom being suniect
and suspension under
12689 and the Federal

Drac)
o debarment
T35 12048 and
awarding agancy Implemensing regula-
tions (see §215.33).

Subpart D—After-the-Award
Reguirements

4$215.70 Purpose.

Sectlons 216 71 through 215.73 contain
closeout procedures and other proce-
dures for subseguent disallowances and
adjustments.

§215.71 Closeout procedures.

() Recipients shall submit, within 90
calendar days after the date of comple-
tion of the award, all financial, per-
formarce, and other reports as required
ny the terms and conditions of the
award, The Federal awarding agency
may approve extensions when re-
guested by she recipient.

{b) Unless the Faderal awarding agen-
cy autherizes an extension, a recipient
shall ligquidate all obligations incurred
under the award not later than 90 cal-
endar days after the funding period or
the date of completion as specified in
the terms and conditions of the award
or in agency implementing instruc-
tions.

(¢) The Federal awarding agency
shall make prompt payments to a re-
cipient for allowable refmbursable
costs under the award being closed out,

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

(e) Whnen authorized by the terms and
conditions of the award, the Faderal
awarding agency shall make a seftle-
ment for any upward or downward ad-
justments to the Federal share of costs
after closeout reports are recsived.

(f) The recipient shali account for
any real and personal properéy ac-
guired with Pederal funds or recelved
from the Federal Government In ac-
cordance with §215.31 throupgh §215.37.

g} In the event a final audit has not
heen performed prior to the closeout of

2 CFR Ch. Il (1-1-04 Edifion)

ar. award, the Federal awaerding agency
shall retain the right o recover an ap-
propriate amount after fully consid-
ering the recommendations on  dis-
allowed costs resulbing from the final
audit.

§215.72 Subsequent adjustments and

continuing responaibilities.

(a) The zlosenut of an award does not
affect any of the following:

(1) The right of the Federal awarding
agency to diszllow ¢osts and recover
funds on the basis of a later andit or
other review.

(2 The obligation of the recipient to
return "any funds due as a result of
later refunds, corrections, or ather
transactions.

3y Audit requirements in §215.26.

(4} Property management rsquire-
mente in §215.31 through §215.27.

{3) Records retention as required in
§215.53.

) After closeout of an award, a rela-
sionship 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 the responsibilities of the re-
cipient referred to in paragraph (a) of
this section, including those for prop-
erty management as applicable, are
considered and provisions made for
continuing responsibilities of the re-
ciplent, as appropriate.

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

§215.78 Coliection of amounts due.

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

1) Making an administrative offset
against other requesis for reimburse-
ments.

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

(3) Taking other achbion permistted by
statute.

by Except a8 otherwise provided by
law, the Federzl awarding agency shalil

page 2% oF .30 pages
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sharge iNLENESL OF &L overdue Qehloaxn
wosolcence with 4 CPER Crnapler 11
CFeters:  Ciaimns  CZoliecnion Stand.
arde”

APPENDIY £ TC FART 215—CORTRACT
PROVISIORE

A1 contrects, awarfed by & recipient in-
ciuding sinkll purchases, shall cpnials Lhe
{ullowing provisiont ai appilvabie:

1. Egual Employment Opportunity—£&H con-
wacts shall contail & provision requlring
comphance witk E.C. 11246, "'Equzl Employ-
ment. Opporturaty’ (30 FR 12315 12535, &
CTE, 14641955 Comt., 3 339), at amended by
E G 11378, “Amending Executive Crder 11246
Lelating 1w Hgoual Employment Oppor-
tunigy,’” and as supplemented DY reguiztions
al 41 CFE part B0, *'Office uf Federa! Con-
trect Compliance Programe, Tgua! Employ-
ment Opportunity, Deparument of Labor.”

2 Copeland “Anti-Kickbuck' Act (168 U.S.C.
8§74 and 40 U.S.C 276c)—4Al contracts and sub-
rzOte in excess of 3300¢ lor consiruction or
repair awarded Dy recipienis anf subrecipi-
ente shall inclugde & provisier {or compliance
witl, the Copeland "Anti-HKickback' Act (1B
U.5.C 8™}, 2t supplemented by Deparvment
of Labor regmlations (26 CFR part &, "“Con-
Traclore a0 SubLORITACLerE oo Foblic Bulld-
ing or Fublic Work Financed iz Whaole or i
Fart by Loens or Grants from the United
States’'). The Act provifes thet esach con-
LraClor OF subrscipient snall be prolibited
from inducing, by any means, any Derseln
employet it the construciiok, completion, or
repair of public work, to give up any pari of

ShE compensation to wiich he is otherwise,

entitled. The recipient shall report all sus-
pecied or reporied violationg Lo the Federal
awarding agency

& Doawms-Bocon Act, as amendsd (40 U.S.C.
2760 te¢ w-7—Wher reguired by Pederal pro-
gram legislation. all consiruction contracls
awalrde€ by the recipiente and subrecipients
of more thagp $2000 shall include z provision
for compliance with the Davis-Bacorn Act (40
T.EC IT6a to a7 and as supplemented by
Department of Zabor regalations (28 CFR
par. §, "Labor 8landards Frovisions Applica-
me to Contracts Governing Federally Fi-
nanced ant Assisted Constroetion’). Under
thig £ot, contraciors snall be reguired Lo pay
wages Lo laborers and mechanics al 2 raie
ne1l less Lhen the muinimum wages specified
i 2 wege Ostermineticn mede by the Sec-
retary of Labor In sddition, contractors
snzl! De Teguiref tLC pay wages nol 188% Lhar
once & week, The recipient shall place & copy
ol tht currént prevalling wage determination
issue by the Department of Labor It eack
501iC1vaTI0n and the zward of & contract sball
e conditioned uporn the zoceplanoé of LRE
wage Q8ULBIMINALION. The recipient shali re-

PY2YE ApR. A

pory 2l suspecled 0 TEDLOTLEC VilsaliGhLi Wl
tht Federa: awarding sgency

£ Comurac; Work Hours ent Sujety Swenoara:
Ao dl UL 327-331,—Wiere apphicebic all
cONLTacle awardel Dy TeliPIEnLs 1L exces: of
S2000 for cpnsiructlor Conlracts alif 1L ex-
tes: of 32300 {or cilier COLLTACLD LRkl 1nvolve
the empleyment of mecnanic: o laLorers
shall lnclude & provisiorn 10T comphalice with
sectiont: 102 and 107 of the Contracl Work
Houre and Safety Standards Lot 14t U.S.C
27-333), a& supplementsd LY Department of
Lapor reguiation: (26 CFE pert 5 Unoder sec
tlon 102 of the AGL. each coniractor shall be
regulred Lo compute the wapes 0] every Ime-
chanic ang laborer on the basic of 4 standare
work week of 40 hours. Work i excess of the
standaré work week 18 permissible proviaed
that the worker 1§ compensated &1 & rale ol
not lese then 1% timers the DesSlc rale of pay
for all hours worked in excess of 40 hours in
the work week Sectiorn 107 of the £CL 1f &F-
plicabie to construction work and provides
thatl no laborer or mechanic shell be required
w0 work 1r surroundings or under working
conditions which &re uDSanitary, nazaroouns
or dangerous. These reguirements dc not
apply tc the purchases Of SUPDIiEs OF Inabe-
rials or articles ordinarily avallable on the
oper market, or contracts {or transporiasion
or trensmission of intellipence.

5 Rights to Jnventions Moede Under ¢ Con-
tract or Agreement—{CODITACLS OF AETEe2rments
foT the performaznce of experimental, devel-
Opriental, gr research work shall provide for
the righte of the Federal Governmsntl ang
the reciprent 1 any resgiting inyvenvicn 1o
accordmnce with 37 CFE part 401, “Faghte o
inventions Made by MNonprofi: Drganizations
and Small Business Firms Under Govern-
ment GOrznts, Contracts and Cooperative
Lgreements,” and an¥ UNDIemMENTILE regula-
tions 188ued by the awarding agency.

€. Clean Ar Act (42 UL.C. 780) el seq.; und
the Federgi Water Folivtion Contrel Act (3
S0 1281 el seq), ay amended—Coniract
apd subgreats of amonnts Ip excess of
F100,000 sLall contaln & Provisict theat
guires the recipient uc agres Lo COmMply with
al) applicable standards, orders or regula-
tlone issued purstant w the Olean Lar Aot
142 T1.5.C. 7401 ef seq.’ and the Federal Warer
Follution Control Act af amended (35 U.E.C
1261 et seg.). Violations shall be reporued to
wne Federal awerding agency and tne Fe-
gional Office of the Environinenial Frotec-
oL Agency (EPA).

7. Byrd Anti-Lobbying Amendment (3 U.5.C
352j—Contraclors whe apply or g for an
wart of $100,000 or more shall file the Te-
uired ceriificatlion. BEach tier certilles o
the tier above that it will not and has not
used Federg) appropriawet {ands 1o pay any
person or crganizetior lor influenging or at-
wempuing e influence ar effice: or emnpicyses:
{ aDY LEENCY. & Inember 0f Congress. ofliver
Or eINDICYeE DI COmEgress ©Y ar smpiovee of &

£




Py 220

member a7 DONEPeSs in Lennection with o
arning any Federzi contraci, grant or any
sther sward covered by 31 U.2.C 1352 Bach
sier shall also disclose any lobhying with
non-Federal funds that taizes place in con-
uectlon with obtaining any Federal award,
Such disclosures are (orwarded from ter to
tler up to the reciptent

8. Debarment and Suspension {E.Q.5 1209
and  12889—a contract  award  with  an
amount expected to eguzl or exceed 3$25.000
and certain other contract awards (see 2 CFR
180.220) shzll not be made to parties listed on
the povernment-wide Exctudad Parties List
System, in accordance with the OMB guide-
Jines at 2 CPR, part 180 that impiement E.O.8
12549 (3 CFR, 1986 Comp., p. 18%) and 12688 (3
OFR, 1989 Comp., p. 236). "“Debarment znd
Suspension.” The Excluded Parties List Sys-
termn contalns the names of parties debarred,
suspended, or otherwise excluded by agen-
cles, as well as parties declared ineligible
ender statutery or regulatory authority
other than E.O. 12548

[89 FR 25281, May 11, 2004, as amended &t 10
FR 51879, Aug. 31, 2005]

FARTS 216-21% [RESERVED]

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

Jeg.

220,56 Purpaose.

220.10 Scope.

220,16 Policy.

190,20 Applleability.

290125 OMB responsibilities.

290,30 Federal agency responsibilities.

290.35  Rffective date of changes.

29040 Relationship to previous issuance.

220 45 Information contact.

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

AUTHORITY: 31 U.8.C. 50%; 31 U.5.C. 1111; 41

U.S.¢, 405; Reorganization Plan No. 2 of 1970.

E.0. 11541, 35 FR 10737, 3 CFR, 1886-1970, p.

735,

SOURCE: 70 FR 51881, Aug. 31, 2006, unless
ntherwiss noted.

§220.5 Purpose.

This part establishes principles for
determining costs applicable to grants,
contracts, and other agreements with
educational institutions. :

68

2 CFR Ch. I (1-1-06 £difion)

599,10

The principles in this part dsai with
vhe subject of cost determination, and
make no atternpt to identify the oir-
sumstances or dictaie the extent of
agency and Institutional participation
in the financing of a particular project
Provision for profti or other increment
above cost 18 outside she scope of this
pars.

Scope.

§220.15 Policy.

The principles in this part are de-
signed to provide that the Federal Gov-
ernment bear its {air share of total
costs, determined in accordance with
generally accepted accounting prin-
ciples, except where regtricted or pro-
hiblted by law. Agencies are not ex-
pected to place additional restrictions
on individual items of cost. The suc-
cessful application of cost accounting
principles requires development of mu-
trzal understanding between represent-
atives of educational institutions and
of the Federal Goverament as to their
scope, implementation, and interpreta-
tion.

$220.20 Applicability.

(a) All Federal apgencies that sponsor
research and development, training,
and other work at educational institu-
tions shall apply the provisions of Ap-
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 f{ixed price or lump
sum agreements.

(b) Bach federal agency that awards
defense-related contracts to a Feder-
ally Funded Research and Development
Center (FFRDC) associated with an
educational institution shall regquire
the FFRDC to comply with the Cost
Accounting Standards and with the
rules and regulations issued Dby the
Cost Accounting Standards Board and
set forth in 47 CFR part 99,

$220.26 OMB responsibilities.

OME 15 responsibie for:

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

(b} Interprefing the policy require-
ments in this part and providing assist-
ance Lo ensure effective and efficient
implementation.
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Principles for Non-Profit Organizations

Ly

j—

. Purpcse. ‘This Circular establishes principles for determining cost
grantis, contracts and other agresments with non-profit organlzations. t

a0t zpply to colleges and universities which are covered by Office of Management
and Budget (OMB; Circular A-21, "Cost Principles for Educational Institutic
State, local, and federally-recognized Indian tribal governments which are
coveraed by OME Circular B-87, "Cost Primciples for State, Loczl, and Indian
Tribal Governments'; or hospitzls. The principles are designed to provide that
the Federal Government bear its fair share of costs except where restricted or
prohibited by law. The principles do not attempt to prescribe the extent of
cost sharing or matching on grants, contracts, or other agreements. Howesver,
such cost sharing or matching shzll not be accomplished through arbitrary
limitations on individuzl cost elements by Federal agencles. Provision for
profit or other increment above cost is cutside the scope of this Circular.

= W

]
w

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

3. Applicability.

z. These principles shall be used by &ll 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. R11l of these
instruments are hereafter referred to as awards. The principles do not apply to
awards under which an organization is not reguired to account to the Federal
Government for actual costs incurred.

b. B1l cost reimbursement subawards (subgrants, subcontracts, etc.) are
subject to those Federal cost principles applicable to the particular
organization concerned. Thus, if z subaward is to a non-profit organizatiocn,
this Circular shall apply: if a subaward is to @ commercial crganization, the
cost principles applicable to commercial concerns shall apply; if a subaward is
to a college or university, Circular A~21 shall apply: if a subaward is to &
3tate, local, or federally-recognized Indian tribal government, Circular A-87
shall apply.

ATTACHM ™7
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{2, 15 not organized primarily Zfor profit; and

{3y uses its net proceeds to maintain, improve, and/sor eypand 1:is
sperations. For this purpose, the term "non-profit organization" excludes (i)
wolleges and universities; (ii) hospitals; (iii) Btate, local, and Tadarally-
recognized Indian tribal governments: and (iv) those”
ron-profit organizations which are excluded from coverage of this Circular in
accordance with paragraph 5.

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

5. Exclusion 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 purpcse of applicability o©f cost principles. Such
non-profit organizations shall operate under Federal cost principles applicable
to commercial concerns. A listing of these organizations is contained in
Attachment C. OCther organizations may be added from time to time.

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

7. Ettachments. The principles and related policy guides are szt forth in the
following Attachments:

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

8. Reguests for exceptions. OMB may grant exceptions to the reguirements 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 @ffective immediately.
Implementation shall be phased in by incorporating the provisions into new
awards made after the start of the organization's next fiscal year. For
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. GEarlier implementation, or & delay in

2 T -
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ATTATHMENT B
Circular No, B-05T

SENERAL PRINTIPL

[

Tarnia of Corten<ts

2

] Composition of total costs

2. Factors affecting alliowabilitcy of Zosis
] Reagsonable zosts

4., Allocable costs

5. Applicaple credicts
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. Simplified alliocation method
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4. Direct aliocation method
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Y. Conform to o any Jimdtatlions or excluslons ser forth in these
principles or In the award as 1o {voes Or amount OL COsT ilems.

¢. Be consistent with policies and procedures that apply uniformly
to poth fedzrally-financed and ozher activities of the organization.

d. Be accorded consistent treatment.

e. Be determired in accordance with generally accepted accounting
principles (GAAP).

f. Wot be includzd as a
matching requirzmenis of any other £
current »r a prior period.

used to meet cost sharing or
=
L

st or
relly-£financed program in either the

=

g. Be adequately documented.

3. Reasonable costs. A cost 1s reascgnable i, wn its nature or amount,
it does not exceed that which would be incurred by & prudent person under the
circumstances prevailing at the time the decision was made to incur the costs.
The qguestion of the reasonableness of specific costs must be scrutinized with
particular care in connection with organizations or separate divisions thereof
which receive the preponderance of their support from awards made by Federal

agencies. In determining the reascnableness of a given cosi, consideration
shall be given to:

-y

a. Whether the cost is of a type generally recognized as ordinar
the

and necessary for the operation of the organization or the performance of
award.

LT
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o. Sign.ficant deviations from the estaniished praczices ol the
crganization which may unjustifiapbly increase the award cCosts.

£, Eklliccable costs.

z. PE cost is allocable to a particular coust objective, such as &
grant, contract, project, service, or other activity, in accordance with the
relative benefits received. 2 cost is azllocable to & Federal award 1f it s
treated consistently with other costs incurred Ior the same purpose in ilke
circumstances and 1f itT:

(1) Is incurred specifically for the award.
(7) Benefits both the award and other work and can be

distributed in reascnable proportion to the benefits received, or

2
-~

{33
although a direct rela

b. Any co
under these principles
funding deficienc:ies,
the award.

5. Zpplicable ¢

z2. The te
reduction cf expenditu

are allocable to awesrds

transactions are: purc
indemnities on losses,
erroneous charges. To
organization relate to
Government either zs a

b.
Government toe finance
treated as applicable
items against related
determining the rates
rendered whenever the
services have been fin

c. For ru
from federally-support
Budget (OMB) Circular

Agreemsnts with Instit
Profit Organizations.™

In some 1nstances,

Is necessary to
tionship to any

+he overall operation oi the vrganization,
particular cost cbjective cannot be shown.

st allocable to a particular award or other cost objective
may not be shifted to other Federal awards to overcome
or to avoid restrictions imposed by law or by the terms

<
(b

redits.

rm applicable cradits refers to those receipts, or
res which operate to offset or reduce expense 1ltems that
25 direct or indirect costs. Typical examples ol such

hase discounts, rebates or zllowances, recoveries or
insurance refunds, and adjustments of overpayments or
the extent that such credits accruing or recelved by the
zllowable cost, they shall be credited to the Federal
cost reduction or cash refund, as approprizte.

the amcunts received from the Federal
organizational activities or service operations should bs
credits. Specifically, the concept of netting such cr
e¥penditures should be applied by the organization in
or amounts to be charged to Federazl awards ior services
facilities or other resources used in providing such
anced directly, in wheole or in part, by Federal funds.

cddT

2l L

4

les covering program income {(i.e., gross income earned

ed activities) see Sec. .24 <of Office of Management and
£-110, "Uniform Bdministrative Requirements for CGrants and
utions of Higher Education, Hospitals, and Other Non-

—
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Advanss undersiandings. ati zn award, zagsonablaness and
4 Y Df mercaln items of ¥ e iZicult ¢ d mine This is
o B foLrus L ZODNETLION W rizations +hat rece a prapondarance
: © osuppors Irom Federal agencies in order to avsid aguent
slovance or dispute based on unreasonableness or nonail iPlity, i1t is
en o dazirable o sesq a written agreement with the cognizant or awarding
agency in o advance of the incuxrence 57 speciel or unusual costs. The absence of

an advance agreement on any element of fost will not, in izself, affect the
reasonableness or aliocability of thet =lement.

N condizional exempiions.

a. OMB authorizes conditional exemption from OMB administrative
reguirements and cost principles circulars for certain Fedesral programs with
scaturerily-authorized consslidataed planning and conso:idated administrative
funding, that are identified by a Federal agency and approved by the head of
the Executive department or establishment. A Federal agency shall consult with
OMB during its consideration of whether to grant such an exemption.

b.  To promote efficiency in State and loczl program administrazion,
whaen Federal non-entitlement programs with common purposes have specific
statutorily-authoerized consclidated planning and consolidated administrative
funding and where most of the State agency's rescurces come from non-Federal
sources, Federal agencies may exempt these covered State-administered, non-
entitlement grant programs from ceriain OMB grants managsment reguirements. The
exemptions would be from all but the allocability of cests provisions of OMB
Circulars A-87 (Attachment A, subsection C.3), "Cost Principles for State,
Local, and Indian Tribal Governments," B-21 (Section C, subpart 4}, "“Cost
Principles for Educational Institutions," and A-122 (Attachment A, subsection
A.4), "Cost Principles for Non-Profit Organizations," and from all of the
administrative reguirements provisions of OMB Circular 2-110, "Uniform
Administrative Requirements for Grants and Bgreements with Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations," and the
agencies' grants management common rule.

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

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
other direct activity of an organization. Howewver, a cost may not be assigned
to an award as a direct cost if any other cost incurred for the same purpose, in
like circumstance, has been allocated to an award as an indirect cost. Costs
identified specifically with awards are direct costs of the awards and are to be
assigned directly thereto. Costs identified specifically with other final cest
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4. Tne costs of activities performed primarily &s a service to members,

ciients, or the genersl public when significant and nacessary to the
organization's mission must be treated as direct costs whether or not azllowable
and be zllocated an eguitable share of indirect costs. Some examples of these
types of activities include:

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

b. Providing services and information to members, legislative or
administrative bodies, or the public.

c. Promotion, lobbying, and other ferms of public relatioms.

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

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

f. Administration of group benefits on behalf of members or
clients, including 1life and hospital insurance, anneity or retirement plans,
financizl aid, etc.

C. Indirect Costs

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

2. Becsuse of the diverse characteristics and accounting practices of
non-profit or ganAzatlon it is not possible to specify the types of cost which
may be classified as 1nd1rect cost in 2l]l situations. However, typical examples
of indirect ccst for many non-profit corganizations mey include depreciation or
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salaries and arpenses of exeiut:ve offilcars, personnel ag Lor, and
nyg.
5. _na__e:t o ' 3hall be clas ced witnin two broad Zategor:es
‘?;\‘; e2s" and "Edministralion.” is defined as depraciatior and
use? «rjowances on buildings, z2quipment and capital improvemsnt, interest on dant
ANHEOT ;dnﬂd with certain buildings, zguipment.and capital improvements, and
operations and maintenance expenses. "kdministration® is defined as general
administration and general expanses such as the director's office, ac:ounting,

personnel, library expenses and all other types of. QXpandi%urbs not listed
speciiically under one of the subcategories of "Facilities" (including cros
allocaticns from other pools, where applicable). 5ee indirect cost rate
reporting requirements in subparagraphs D.Z.e and D.2.q.

. Allocation of Indirect Costs and Determination of Indirect 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 ceosts and the computation of an
indirect cost rate may be accomplished through simplified allocation procedures,
as described in subparagraph 2.

b. Where an organization has several major functions which benefit
from its indirect costs in varying degrees, allocation of indirect cests may
require the accumulation of such costs into separate cost groupings which then
are allocated individually to benefiting funcrions by means of a base which best
measures the relative degree of benefit. The indirect costs allocatad io =ach
function are then distributed to individual awards and other activities 1nc1udoj
in that function by means of an indirsct cost rate(s).

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

d. Specific methods for allocating indirect cests and computing
indirect cost rates along with the conditions under which each 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 allocation to work
performed in that period. The base period normally should colncide with the
organization's fiscal year but, in any event, shall be so selected as to aveid
ineguities in the allocation of the costs.

2. Simplified allocation method.

a. Where an organization's major functions benefit from its
indirect costs to approximately the same degree, the allocation of indirect
costs may be accomplished by (i) separating the organization's total costs for
the base period as either direct or indirect, and (ii) dividing the total
allowable indirect costs (net of applicable credits) by an eguitable

S e e de— . e =
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. Both ceste shall erxclude
irtel expenditures However, unallowaple costs which
represent aClUivVities cirect costs under the conditions
descrilbed in subparagraph B.3.

c. The distribution Lase may be total direct costs (excluding
capitel expenditures and other disterting items, such as major subcontracis o
subgrantsi, direct salaries and wages, or other base which results in an
equitable distribution. The distribution bese shall generzlly exclude
participant support costs as defined in paragraph 32 of Attachment B.

[

d¢d. Except where a special rate(s) is reguired in accordance with
subparagraph 5, the indirect cost rate developed under the above principles is
applicable to all awards at the organization. If a specizl rate(s} is required,
appropriate modifications shall be made in order to develop the special ratels).

¢, For an organization that receives more tThan 510 million in
Federal funding of direct costs in a fiscal year, & brezkout of the indirect
cost component into two broad categories, Facilities and Administration as
defined in subparagraph C.3, is reguired. The rate in each case shall be stated
as the percentage which the amount of the particular indirect cost category
(i.e., Facilities or Administraticn) is of the distribution base identified with
that category.

3. Multiple allocation base method

a. General. Where an organization's indirect costs benefit its
mzjor functions in varying degrees, indirect costs shall be accumulated into
serarate cost groupings, as described in subparagraph b. Each grouping shall
then be allocated individually te benefitting functions by means of a base which
best measures the relative benefits. The default allocation bases by cost pool
are described in subparagraph 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 tc the major functions. Each grouping shall constitute a pool
of expenses that are of like character in terms of functions they benefit and in
terms of the allocation base which best measures the relative benefits provided
to each function. The groupings are classified within the two broad categories:
"Facilities" and "Administration," as described in subparagraph C.3. The
indirect cost pools are defined as follows: :

(1) Depreciation and use allowances. The expenses under this
heading zre the portion of the costs of the organization's buildings, capital
improvements to land and buildings, and equipment which are computed in
accordance with paragraph 11 of Bttachment B ("Depreciation and use
allowances") .

11 mire 11 e e
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ragraph I3 of Rttachment B ("Interest').
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'35 Dperstion and maintsnance expenses.  The e¥penses under
- heading are those thal have heen incurrad for zhe adminlstrailon,
oy tLON, ME&Lntenance, preservation, and protection of the organization's
physacal plant.  They include expenses normally incurred for such izZems as:
janinorial and utillity services; repalrs and ordinary or normal alterations of

puiidings, furnlture and eguipment; care 5f grounds; maintenance and operation
of buildings and other plant facilities; security; earthguake and disaster
preparedness; environmentel safety; hazardous waste disposal; property,
liawility and gther insurance relating to property; spice and capital leasing;
facility planning and management,; and, centrazl receiving., The operation and
maintenance expenses category shall also include its allocable share of {ringe
henefit costs, depreciation and use allowances, and interest costs.

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

In developing this cost poel, special care should be exercised to ensure that
costs incurred for the same purpese in like circumstances are treated
consistently as 2ither direct or indirect costs. For example, salaries of
technical staff, project supplies, project publication, telephone tcll charges,
computer ¢osts, travel costs, and specialized services costs shall be treated as
direct costs wherever identifiable to a particular program. The salaries and
wages of administrative and pooled clerical staff should normally be trzated as
indirect costs. Direct charging of these costs may be appropriate where & major
project or activity explicitly requires and budgets for administrative or
clerical services and other individuals invelved can be identified with the
program or activity. Items such as office supplies, postage, local telephone
costs, periodicals and memberships should normally be treated as indirect costs.

¢, Aliocation bases. Actual conditions shall be taken into account
in selecting the base to be used in allocating the expenses in each grouping to
benefitting functions. The essential consideration in selecting a method cor a
base is that it is the one best suited for assigning the pool of costs toe cost
objectives in accerdance with benefits derived; a traceable cause and effect
relationship; ©or logic and reason, where neither the cause nor the effect of the
relationship is determinable. When an allocation can be made by assignment of a
cost grouping directly to the function benefited, the allocation shall be made
in that manner. When the expenses in a cost grouping are more gs=neral in nature,
the allocation shall be made through the use of a selected base which produces
results that are equitable to both the Federal Government and the organization.
The distribution shall be made in accordance with the bases described herein
unless it can be demonstrated that the use of a different base would result in a
more eguitable allocation of the costs, or that a more readily available hase
would not increase the costs charged to sponscred awards. The results of

I -
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exziucively in the zonduct of =& PLngle function, anc On capiial IMErovements and
eguipment usec in sucn bullidings, shell bLe zesigned to Thet funciion.

(b} Depreciztion or use zllowances on buildings used for
more thar one function, and on capital improvements and eguipment used in such
buildings, shell be zllccated to the individual functions performed in zach
puilding on the basis of usable square feet of space, excluding common areas
such 25 hzllways, stzirwslls, and restroOme.

(c) Depreciation or use allowances on buildings, capital
improvements and equipment related space (e.g., individual rooms, and
iaboratories) used jointly by more than one function (as determined by The users
of the space) shall be trested as follows. The cost of each jointly used unit
of space shall be allocated to the benefitting functions on the basis of:

{i}) the emplovees and other users on & full-time
equivalent (FTE) basis or salaries and wages of those individuzl functions
benefitting from the use of that space; or

{ii) organizaticn-wide employee FTEs or salaries
and wages applicable to the benefitting functions of the crgarnization.

(d) Depreciatiocn or'usg allowances on certain capital
improvements to land, such as paved parking areas, fences, sidewalks, and the

like, not included in the cest of buildings, shall be allocated to user
categories cn a FTE bzsis and distributed to major functicns in propertion to
the salaries and wages of all employees applicable to the functicns.

(2} Interest. Interest costs shall be allocated in the same
manner as the depreciation or use allowances on the buildings, equipment and
capital eguipments to which the interest relates.

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

(&) General administration and general expenses. Gensral
administration and general expenses shall be allocated to benefitting functions
based on modified total direct costs (MTDC), as described in subparagraph D.3.f.
The expenses included in this category could be grouped first according to major
functions of the organization to which they render services or provide benefits.
The aggregate expenses of each group shall then be zllocated to benefitting
functions based on MTDC.

d. Order of distribution.

(1) Indirect cost categories consisting of depreciation and
use allowances, interest, operation and maintenance, and general administration

.
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2. PRpplication of indirect cost rate or rates. Except where a
special indirect cost rateis) is reguired in accordance with subparagraph D.%,
the. separate groupings of indirect costs allocated to each major function shall
pe aggregated and treated as a common pool for that function. The ccsts in the
common pool shall then be distributed teo individual awards 1ncluded in that
function by usz of a single indirect cost rate.

) f. Distribution basis. Indirect costs shall be distributed to
applicable sponsored awards and other benefitting activities within each major
function on the basis of MTDC. MTDC consists of all salaries and wages, frings
benefits, materials and supplies, services, travel, and subgrants and
subcontracts up to the first £25,000 of esach subgrant or subcontract (regardless
0f the period covered by the subgrant or subcontract). Egquipment, capital
expenditures, charges for patient care, rental costs and the portion in excess
of 525,000 shall be excluded from MTDC. Participant support costs shall
generally be excluded from MTDC. Other items may only be excluded when the
Federal cost cognizant agency determines that an exclusion is necessary to aveid
a 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. Bach
indirect cost rate negotiation or determination agreement shall include
development of the rate for sach indirect cost pool as well as the overall
indirect cost rate. The indirect cost pools shall be classified within two
broad categories: "Facilities" and "Administration,” as described in
subparagraph C.3.

4, Direct allocation method,

a. Some non-profit organizations treat all costs as direct costs
except general administration and general expenses. These organizations
generally separate their costs into three basic categories: (i) General
administration and general expenses, [(ii) fundraising, and (iii) other direct
functions (including projects performed under Federal awards). Joint costs,
such as depreciation, rental costs, operation and maintenance of facilities,
telephone sxpenses, and the like are prorated individually as direct costs to
each category and to each award or other activity using a base most appropriate
to the particular cost being prorated.

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

b~
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£, Under This metnod, incdirect soste conglst exciusively of generel
aILinlStration ant genelral eXApenscs. In &l other respectis, tThe crganizetion’s
incdirest cosp rates shell pbe computed in fhe same manner as that described in
subparagrapn /

5. G&pecial indirect cost rates. In some instances, @ single indirect

-ost rate for all activities of an organization or for each major function of

v
the organization may not bg appropriate, singe it would not take into account
~huse different factors which may substantially affect the indirect costs

applicable to 2 particular segment of work. For this purpose, a particular
segment of work may be that performed under a single award or it may consist of
work undesr a group of awards performed in a commeon envircnment. These factors

may include the physical location of the work, the level of administrative
support required, the nature of the facilities or other rescurces employsd, the
scientific disciplines or technical skills involved, the organizational
arrangements used, or any combination thereof. When 2 particular segment of
work is performed in an environment which appears to generate a2 significantly
different level of indirect costs, provisicns should be made for a separate
indirect cost pocl applicable to such work. The separate indirect cost peol
should be developed during the course of the regular allecation process, and the
separate indirect cost rate resulting therefrom should be used, provided it is
determined that (i) the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and 4, and (ii] the volume of work to
which the rate would apply is material.

E. Negotiation and Approval of Indirect Cost Rates

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

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

b. Predetermined rate means an indirect cost rate, applicakle 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 during the period. A
predetermined rate is not subject to adjustment.

c. Fired rate means an indirect cost rate which has the same
characteristics as & predetermined rate, except that the difference between the
estimated costs and the actual costs of the period covered by the rate is
carried forward as an adjustment Lo the rate computation of a2 subseguent period.

d. Fipal rate means an indirect cost rate applicable to z specified
pasi period which is based on the agctual costs of the period. & finzl rate is
not subject Lo adjustment.
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whioch provision is made to accumulate and measure the cost of pronesses,
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2. Megotiation and approval of rates.

a. Unless different arrangements are agreed to by the agencies
concerned, the Federal agency with the largest dollar value of awards with an
organization will be designated as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as
fringe banefit 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-term shift in the dollar volume of the

Federal awards to the organization. 21l concerned Federal agencies shall be
given the opportunity to participate in the negotiation process but, after a
rate has been agreed upon, it will be accepted by all Federal agencies. When a

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

b. A non-profit organizat-ion which has not previously established
an indirect cost rate with a Federal agency shall submit its initial indirect
cost proposal immediately after the organization is advised that an award will
e made and, in no event, later than three months after the 2ffective date of
the award.

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

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

e. Fixed rates may be negotiated where predetermined rates are not
considered appropriate. A fixed rate, however, shall not be negotiated if (1}
a1l or a substantiazl 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 organization is too erratic to permit an equitable
carry-ferward adjustment; -or (iil) the organization's operations fluctuate
significantly from year to year.

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

o
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Advertising and publiz relations 2953518

Advisory councils

Llcoholic heverages

Audit costs and rslated services

Bad debts

Bonding costs

Communication costs

Compensation Ior perszonal services
Contingency provisiosns

Defense and prosecution of criminal and civil
and patent infringement

Depreciation and use allowanceas

Donations and contributions

Employse morale, health, and welfare costs
Entertainment costs

Equipment and other capital sxpendizures
Fines and penalties

Fund raising a2nd investmenit managemeni CoOSLsS
Gains and losses on depreciable assets

Goods or services for parsonal e
Housing and personal living exp
Idle facilities and idie capaci
Insurance and indemnification
Interest

Labor relations costs

Lobbying

Losses on other sponscored agreements or conliragis
Maintenance and repair ocsts

Materials and supplies costs

Meetings and confarences

Memberships, subscriptions, and professional activity costs
Organization costs

Page charges in professional journals

Participant support costs

Patent costs

Plant and homeland security costs

Pre-agreement costs

Professional services costs

Publication and printing costs

Rearrangement and alteration costs

Reconversion costs

Recruiting costs

Relocation costs

Rental costs of buildings and eguipment

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

Specialized service facilities

Taxes

Termination costs applicable to sponsored agresments

[ B wd
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treated ag darect or Lndirect, Faiiure o mention a oot s
natountanded to imply that it s unallowable; rather, determination az <o
a.iawabl.o ity in each case should be bhased on the Trzatment oy pronaciples
provided Ior similar or related items of zost
1. Advert.sing and public relations costa.

a. The term advertising costs means the costs of advertising media and
morollary administrative costs. Advertising medies incluvde magazinzs,
nnwspaperq, radio and television, direzt mail, exnhibit:zs, elescironic or compute:

transmittals, and the 1like.

- 58
activities dedicated to maintaining the image of the non-profit srganization or
maintaining or promoting understanding and favorable relations with the
community or public at large or any segment of the public,

b. The tferm public relations Incliudes community relations and means the

c. The only aliowable advertising costs are thoss which are solely for:
{1) The recruitment of personnel reguired Jor the verformance by the
non-profit organization of obligations arlsLDg undey e Federzl award (5ee alsc
Atcachment B, paragraph 41, Recruiting costs, and paradraph 42, Relocation

costs);

[2} The procurement of goods and services for the performance of a
Federal award:

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

H

Fh

{4) Other specific purposes necessary Lo meet the reguirements o
the Federal award.

d. The only alliowable public relations costs are:

(1) Costs specifically reguired by the Federal award;

{2} Costs of communicating with the public and press pertaining to
specific activities or accomplishments which result from performance of Federal
awards (these costs are considered necessary as part of the outreach efiort for
the Federazl award}: or

{3) Costs of conduvcting general liaison with news media and
government public relations officers, to the extent that such activities are
limited to communication and liazison necessary keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards,
financial matters, etc. ’

-y
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other events

2y Tosts of meetings, conv or
1 T , including:

e
tties of the non-—p
{a) Costs of displays, demonstraticns, anc sxzhiblits;

(b) Costs of meeting rooms, hospitality suites, and cother
specizl facilities used in conjunction with shows and other special events; and

fc) Salaries and wages cof employees engaged in setting up and
displaying exhibits, making demonstrations, and providing briefings;

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

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

2. hdvisory Councils

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

3. Rlconolic beverages. Costs of zlcoholic beverages are unallowable.
4, Audit costs and related services

a The costs of audits reguired by , and performed in accordance with, the
Single Zudit Act, as implemented by Circular A-133, "Audits of States, Local
Governments, and Non-Profit Organizations” are allowable. BRlso see 31 USC
7505(b) and section 230 (“ARudit Costs”) of Circular A-133.

b. Other audit costs are allowabls if included in an indirect cost rate .
proposal, or if specifically approved by the awarding agency &5 a direct cost to
an award.

c. The cost of agreed-upon procedures engagements to monitor subrecipients who
ere erempted from A-133 under section 200({d) are allowable, subject to the
conditions listed in 2-133, section 230 (b} (2).

2] ATTACHMENT D ..........
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Bonding costs

&. Bonding costs arise when the Federal Government reguires assuranc
auainst financial loss to itself or others by rsason of the act or defa ::
tne non-profit organization Thay zarise also in instances where the non-or
srganication reguires similar assurance. Included are such bonds as bid,
performance, payment, advance payment, infringement, and fidelity honds,

b.  Costs of bonding reguired pursuant to the terms of the award ars
allowable.

<. Zosts of bonding required by the non-profit organization in the
general <onduct of 1ts operations are allowable to the extent that such bhonding
i3 in accordance with sound business practice and the rates and premiums are

reasonable under the circumstances.

7, Communication costs. Costs incurred for telephone services, local and long
distance telephone calls, telegrams, postage, meSsenger, elecironic or computer
transmittal services and the like are allowable.

8. Compensation fcr personal services.

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

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

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

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

c. Reasonableness.

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

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

o 22
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conditions require special conslasration and possible limiteTions i OeTEIXMINInG
fesTE unoer Federal awards whers amounts or Types of CONPENSELion aDDEar
unreesonakble Emong such CORGLILONLES are The il I

{1} Compensation to members of non-preiit organizations, trustess,
directors, zazssociates, officers, or the mmacilate families therect.
Determination should be made that such compensation 1s reasonable For the actusal
versonal services rendered rather Thean & distribution of earnings in excess of
COSTE

{Z) Any change in an organization's compensation policy resulting i
a substantial increase in the organization's level cf compensation, particularly
when it was concurrent with an increase in the ratio of Federal awards to othe
gctivities of the organization or any change in the treatment of allowability of
specific types of compensation due to changes in Federal policy.

e. Unallowable costs. Cosis which are unallowable under other paragraphs
of this Attachment shall not be allowable under this paragraph sclely on the
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 allowable only with the
prior approval of the awarding agency except:

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

(2} When employees are performing indirect functions, such zs
administration, melntenance, or accounting.

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

(4} When lower overall cost to the Federzl Government Qill result.

g. Fringe benefits.

{1} Fringe benefits in the form of regular compensation pazid to
employees during periods of authorized absences from the job, such as vacation
leave, sick leave, military leave, and the like, are zllowable, provided such
costs are absorbed by all organization dct1v1t+es in proportlon to the relative
amount of time or effort actually devoted to each

{z) Fringe benefits in the form of employer contributions or
expenses for soclal security, employee insurance, workmen's compensation
insurance, pension plan costs (see subparagraph h), and the like, are allowable,
provided such benefits are granted in accordance with established written
organization policies. Such benefits whether treated as indirect costs or as
direct costs, shall be distributed tc particular awards and other activities in
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z 2z Prov.sions for a reserve under a seli-insurance program
Torn anenmployment Compansation of workers' cempensation are allowabls 1o the
= £ that the provizions represent reasonnable estimates of the liabilities for
suck compensation, and the types of coverage, extent of coverage, and razes and
premiums woulid have been allowable had insurance been purchased to cover the
Howewver, provisions for seli-insured liabilities which do not bacome
for more than one ysar after the provision is made snall not excezed ths

velue of the liability.

(D) Where an organlzation follows a consistent policy of
expensing actual payments to, or on behalf of, employees or former empioyszes for
unemoloyment compensation or workers' compensation, such payments are zilowable
in the year of payment with the prior approval of the aswarding agency, provided
they are allocated to all activities of tne organization.

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

h. Organization-furnished automobiles. That portion of the cost of
organization-furnished automobiles that relates to personal use by employees
lincluding transportation to and from work) is unallowable as fringe benefit or
indirect costs regardleszs 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 sponsored award and approved by
awarding agencies.

i. Pension plan costs,

{1} Costs of the organization's pension plan which are incurred in
accordance with the established policies ¢f the organization are allowable,
provided:

{a) Svch policies meet the test of reasonableness;
(b) The methods of cost allocation are not discriminatory;

{c) The cost assigned to each fiscal year is determined in
accordance with generally accepted accounting principles (GRAP), as prescribed
in Accounting Principles Board Opinion No. 8 issued by the American Institute of
Certified Public Accountants,; and

Id) 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 gquarter. of the year tc which
such costs are assignable are unallowable.

{2) Pension plan termination insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISA) of 1874 (Pub. L. 93-406) zre
allowable, Late payment charges on such premiums are uwnallowable.
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_ificieny pericrmance, suggestion awaras, safety awaras,
, are alliowable o the extent that the overz-]l compensaTion 1 Aastermined o
rezaonable anpd such costs are palid or accrued pursuant té an agrecment
~ered inte in good falth betwsen The organization and The emplovees before the
Servooss were rendered, oY pursuant to an estaplished plarn Toliowed py tne
Cryanizelionl SO consistently as to impiy, in effect, an agreement o make such
payment.
k. Severance pay.
i1) Severance pay, alsc commonly referred To as dismissal wages, 18
& pavment in addition to regular salaries and wages, by organizations to workers
whose employment is being Terminated. Costs of severance pay are allowable cnly

tc the extent tha%t in each case, 1t is required Dy
ra) law,
{b) employer-employee agreement,
{c) established policy that constitutes, in effect, ano implied
agreement on the crganization's part, oI
{d) circumstances of the particular employment.

(?] Costs of severance peyments are divided intc two categories as
follows:

{z) Actuz)l normal turnover severance payments shall be
2liocated to a1l activities; or, where the organization provides for a reserve
for norma) severances, such method will be acceptable if the charge to current
cperations is reasonable in light of payments acrually made for normal
Severances over a representative past period, and if amounts charged are
allocated to all activities of the organization.

(b} BAbnormzl or mass severance pay is of such & conjectural
nature that measurement of costs by means of an accrual will not achieve equity
to both parties. Thus, accruals for this purpose are not allowable. However, the
Federal Government reccgnizes its obligation to participate, to the extent of
its fair share, in any specific payment. Thus, allowability will be comsidered
on a case-by~case basis in the event or occurrence.

(c) Costs incurred in certain severance pay packages (commonly
known a5 "a golden parachute” payment) which are in ap amount in excess of the
normal severance pay paid by the organization to an employee upon termination of
employment and are paid to the employee contingent upon a change in management
control over, or ownership of, the organization's assets are unallowable.

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

e} Severance payments to foreign nationals employed by the
organization outside the United States due to the Terminatlion of the feoreign
rationzl as & result of the closing of, or curtailment of activities by, the
organization im that country, are unallowable, unless they are necessary for
performance of Federal programs and approved by awarding agencies.

t
r
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m
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znad wages, whezher treated a3

o g on documented payrolls approved by
¢ responsible officialis} oI the organization, Tnhne distribuvion 9f salazrizz and
wiages o awaerds must be supported by personnel zctivity reports, as prescribed
imosubbparadgraph 12), except when a substitute systiem has been approved in
wWwriting by the cognilzant agency. 'See subparagraph E.Z2 of Attachment A.)

"z: Reports refleciing the distribution of activity of €ach emuinyee
must be maintained for all stafif members (professionals and nonprofessionals,
whose compensation is charged, in whole or in part, directly to awards. In

addition, in order to support the allocation of indirect cosits, such reporis
must also be maintained for other emplovees whose work involves twoe or more
functions or activities 1f a distribution of their compensation betweszn such
functions or activities is needed in the determination of the organization'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 non-
profit organizaticns to satisfy these reguirements must meet the following
standards:

(a) The reports must reflect an after-the-fact determination
0f the actual activity of each employee. Budget estimates (i.e., estimates
determined before the services are por;ormed) do not qualify as supuo v for

charges to awards.

{(b) Each report must account for the total activity for which
employees are compensated and which is required in fulfillment of their
obligations to the organization.

{c) The reports must be signed by the individual emplove
by & responsible supervisory official having first hand knowledge of the
activities performed by the employee, that the distribution of activity
represents a reasonable estimate of the actual work performed by the employze
during the periods covered by the reports.

i
>
3

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

(3} Charges for the salaries and wages of nonprofessional emplovees
in addition to the supporting documentation described in subparagraphs (1) and
{2), must also be supported by recocrds indicating the total number of hours
worked each day maintained in confcrmance with Department of Labor regulations
implementing the Fair Labor Standards Act (FLSA) (29 CFR Part 516). For this
purpose, the term "nonprofessional employee” shall have the same meaning as
"nonexempt employee," under FL5A.

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

9. Contingency provisions. Contributions to a contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold
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and civil proceedinge, <lailng, aBppeais

z. Definitions.

{1) Conviction, as used herein, means a judgment cr a zonviction of
& criminzl offense by any court of competent jurisdiction, whether entered upon
v i

erdict or a ples, including & convicrtion due to a plez of nolo contendere.

{2) Costs include, but are not limited o, administrative and
clerical erxpenses; the cost of legal services, whether pericrmed by in-house or
private counsel; and the costs of the services of accountants, cecnsultants, or
others retzined by the organization to assist it; costs of employees, officers
and trustees, and any similar cests incurred before, during, and after
commencement of a judicial or administrative procesding that bears a direct
relationship t¢ the proceedings,

(3) Fraud, a2s used herein, means (i} acis of fraud corruption or
attempts to defrand the Federal Government or to corrupt its agents, {(ii) acts
that constitute a cause for debarment or suspension (as specifiied in agency
regulations), and {iii} acts which wviclate the False Claims Act, 31 U.E.C.,
sections 3729~-3731, or the Bnti-Kickback Act, 41 U.5.C., sections 51 and 54,

{4} Penalty does not include restitution, reimbursement, or
compensatory damages.

{5) Proceeding includes an investigation.

b. {1} Except as otherwise described herein, costs incurred in
connection with any criminal, civil or administrative proceeding (including
filing of a false certification} commenced by the Federazl Government, or a
State, local or foreign government, are not allowable if the proceeding: (1)
relates to a violation of, or failure to comply with, a Federzl, State, local or
foreign statute or zegulation by the organization (including its agents and
employees}, and (2) results in any of the following dispositions:

() In a criminal proceeding, a2 conviction.
(b} In a civil or administrative proceeding involving an
allegation of fraud or similar misconduct, a determination of organizational

liability.

_ lc) In the case of any civil or administrative procesding, the
imposition ¢f a monetary penalty. '

() 2 final decision by an appropriate Federzl cificizl te
debar or suspend the organization, to Irescind or void an award, or to terminats

ATTACHMENT (. 4) ...
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2., If & proceeding ref ed g in subparagraph b is commenced by the
tederal Government and is resolved by consent or Compromise pursuant to an
agrzement entered into by the organization and the Federal Government, then :he
costs incurred by the organization in connection with such proceedings that are
otherwlise not allowable under subparagraph b may be allowed to the extent
specifically provided in such agreement.

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

e, Costs incurred in connection with proceedings described in
subparagraph b, but which are not made unallowable by that subparagraph, may be
zllowed by the Feaderal Government, but only to the extent that:

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

(2) Payment of the costs incurred, as allowable and allocable costs,
is neot prchibited by any other provision(s) of the sponsored award;

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

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

f. Costs incurred by the organization in cconnection with the defense of -
suits brought by its employees or ex~employees under section 2 of the Major
Fraud Act of 18%88 (Pub. L. 100-700), including the cest of all relief necessary
to make such employee whole, where the organization was found liable or settled,
are unallowable.

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

b
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allowalble under tTiiis paragraph, incliuding
c 11 be segrecated and accounted IZor by the
e Le ing the pendency of any proceeding covered by
suoperagraphs b and £, the Federal Government shall generally wizhhold payvment

of such costs. However, if in the best interests of the Federal Government, The
Federal Government may provide for zonditlonal payment upon provision of
adequate security, or other adeguate assurance, and agreemznts by the
grganization to repay all unallowable costs, plus interest, 1f the costs are
subsequently determined to be unzllowable.

)
P

Depreciation and use allowances.

a. Compensation for the use of buildings, other capital improvements, and
equipment on hand may be made through use allowance or depreciaticn. However,
except as provided in Attachment B, paragraph f, a combination of the two
methods may not be used in connection with a single class of fixed assets {e.g.,
buildings, office equipment, computer eguipment, =stc.).

b. The computation of use allowances or depreciztion shzll be based on the
acquigition cost of the assets involved. The acguisition cost of an asset
donated to the non-profit organization by 2 third party shall be its fair market
value at the time of the denatien.

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

{(2) &ny portion of the cost of buildings and egquipment borne by oxr
donated by the Federzl Government irrespective of where title was coriginally
vested or where it presently resides; and

{3) Bny portion of the cost of bhuildings and eguipment contributed
by or for the non-profit organization in satisfaction of & statutory matching
requirement.

d. Where depreciation method is followed, the peried of useful service
{useful life) established in each case for usable capital assets must take into
consideration such factors as type ¢f construction, nature of the eguipment
used, technological developments in the particular program area, and the renewsal
and replacement policies followed for the individual items or classes of assets
involved. The method of depreciation used to assign the cost of an asset [or
group of assets) to accounting periods shell reflect the pattern of consumption
of the asset during its useful life. '

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

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

o
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f. When tne deprecistion method is used for a particular class of assets,
no depreciation may be allowed on any such assets that, under subparagraph d,
would e viewad as fully depreciated. However, a r=zasonable use aliowance may
he negotiated for such assets 17 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
increased maintenance charges or decreased efficiency dee to age, and any other
factors pertinent to the uvtilization of the asset for the purpose coniemplaeted.

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 sxceeding
two percent of acquisition cest.

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

The two percent limitation, however, need not be applied to equipment which is
meraly attached or fastened to the building but not permanently fixed to it and
which is used as furnishings or decorations or for specialized purpeoses (e.g
dentist chairs and dental treatment units, counters, laboratory benches bolta
to the floor, dishwashersg, modular furniture, carpeting, etc.). Such equipmen
will be considered as not being permanently fixed to the building if it can b
h
c

O~

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

(@ T t

h. Charges for use allowances or depreciation must be supported by
adegquate property records and physical inventories must be taken aft least once
every Two ysars (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 pericd must alsc be maintained.

12. Deonations and contributions.

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

b. Donated services received:
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la} The aggregate valus of the services is materizl;

(b} The services are suppcrted by a significant amount of the
indirect costs incurred by the non-profit corganization; and

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

(3) Ip those instances where there is no basis for determining the
ir market value of the services rendered, the recipient and the cognizant
ency shall negotiate an appropriate allecation of indirect cost to the
r

{4} Where donated services direcitly benefit z project supported by
an award, the indirect costs allocated to the services will be considered as a
part of the totzl costs of the project. Such indirect costs may be reimbursed
under the award or used to meet cost sharing or matching reguirements.

(%) The value of the donated services may be used to meet cost
sharing or matching requirements under conditions described in Sec. .23 of
Circular A-110. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the donations so that reimbursement will
not be made. '

¢. Donated goods or space.

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

{2} The value of the donations may be used to meet cost sharing or
matching share requirements under the conditions described in Circular A-110.
Where donations are treated as indirect costs, indirect cost rates will separate
the value of the donations so that reimbursement will nct be made.

13. Employee morazle, health, and welfare costs.
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redited ©o the cost cther=of unless such income has been ilrrevocably s
cmizinyae weliare orxganlzatlons

I Entertainment coL3ts. LUosSts ol entertainment, nclading amusement,
diversion, and social activirties and any c¢osts directly associated with sucl
costs {such as tickets to shows or sports events, meals, lodging, rentels,
transportation, and gratuities) are vnallowable

L%, Eguipment and other capital expenditures.

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

"Capital Expenditures” means expenditures for the acguisition
cost of capital assets (equipient, buildings, land), or expenditures to make
improvements to capital assets that materially increase their value or uselul
life. Acquisition cost means the cost of the asset including the cost to put it
in place. Acguisition cost for equipment, for example, means the net inveice
price of the equipment, including the cost of any modifications, attachments,
ccessories, or auxiliary apparatus necessary to make it usable for the purpose
r which it is acquired. &ncillary charges, such as taxes, duty, protective in
ansit insurance, freight, and installation may be included in, or excluded
~om the dCQUlSlLlOﬂ cost in accordance with the non-profit organization's
9

—

(2) "Eguipment' means an article of nenexpendable, tangible pegrsonal
property having a useful life of more than one year and an acquisition cost
which 2guals or excesds the lesser of the capitalization level established by
the non-profit organization for financial statement purposes, or $5000,

{3) "Special purpose equipment” means equipment which is used only
for research, medical, scientific, or other technical activities. Examples of
special purpose esguipment include micrescopes, X-ray machines, surgical
instruments, and spectrometers. )

(4) "General purpose eguipment” means equipment, which is not
limited to research, medical, scientific or other technical activities. Examples
include office equipment and furnishings, modular offices, telephone networks,
infermation technology egquipment and systems, air conditioning equipment,

sprodustion and printing equipment, and motor vehicles.

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

D e B
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{4) When approved as a direct charge pursuant Lé paragraph 15. k. (1),
{2y, and (3; above, capital expenditures will be charged in the period in which
the expenditure is incurred, or ag otherwise determined appropriate Dby and
negotiated with the awarding agency.

2
-
i

(5) Equipment and other capital expenditures are unalleovablie as
indirect costs. However, see Attachment B, paragraph 11., Depreciation and use
zllowance, For rules on the allowability of use allowances or depreciation on
buildings, capital improvements, and eguipment. Rlso, see Lttachment E,
paragraph 43., Rental costs of puildings and eguipment, for rules on the
allowability of rental cests for land, buildings, and eguipment.

{6) The unamortized portion of any eguipment written off as a result
of @ change in capitalization levels may be recovered by continuing to claim the
otherwise mllowable use azllowances or depreciation on the sguipment, or by
amortizing the amount to be written off over a period of yzars negotiated with
the cognizant agency.

16. Fines and penzlties. Costs of fines and penalties resulting from
viclations of, or failure of the organization t¢o comply with Federal, State, and
loczl laws and regulations are unallowable except when incurred as a result of
compliance with specific provisions of an award or instructions in writing from
the awarding agency.

17. Pund raising and investment management costs.

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

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

¢. Fund raising and investment activities shall be allocated an
appropriate share of indirect costs under the conditions described in
subparagraph B.2 of Attachment A.

18. Gains and lossés on depreciable assets.
a. (1) Gains and losses on sale, retirement, or other disposition of

depreciable property-shall be included in the year in which they cccur as,
credits or charges to cost groupingis) in which the deprecistion applicabie to
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a) i r 1o szaed through a dspreciation
anmount and 1s reflect the depr lowable under paragraph 1l.

fo: The property is given in ezxchangs as part of the purchass
orice of & similar item and the gain or loss is Zaken into account in
determining the depreciation cost basis of the new item.
fey B loss resul=s from the failure to maintain permissible

insuranne, except as otherwise provided in Attachment B, paragraph Z2.
{d) Compensation for the use of the property was provided
through use allowances in lieu of depreciation in accordance with paragraph 9.

{e) Gains and losses arising from mass or extraordinary sales,
retirements, or other dispositions shall be considered on a case-by-case basis.

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

19. Goods or services for personal use. <Costs of goods or services
personal use of the organization's employees are unallowable regardle
wnether the cost is reported as taxable income to the samployees.

&
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SE
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20. Housing and personal living expenses.

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

. The term "officers"™ includes current and past officers and employees.

21. Idle facilities and idle capacity.

a. As used in this section the following terms have the meanings set forth
below:

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

equipment individually or collectively, or any other tangible capital asset,
wherever located, and whether owned or leased by the non-profit organization.
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the type of facility involved.
14y "Ceost of idle facilities or idle capacity' means costs such es
maintenance, repaizr, housing, rent, and other related cosze, e.g., insurance,

interesy, property taxeg and depreciation or use allowances.
L. The coste of idle facilities are unallowable except to the extent that:
{17 They are necessary to meet fluctuations in workload; or

(Z) although not necessary to meet fluctuations in workload, they
were necessary when acguired and are now idle because of Changes in program
regquirements, efforts to achieve more economical operations, reorganization,
termination, or other causes which could not have been reasonably foreseen.
Under the exception stated in this subparagraph, costs of idle facilities are
allowable for a reascnable period of time, ordinarily not to exceed one year,
depending on the initiative taken to use, lease, or dispose of such facilities.

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

22. Insurance and indemnification.

a. Insurance includes insurance which the organization is reguired to
carry, or wnich is approved, under the terms of the award and any other
insurance which the organization maintains in connection with the general
conduct of its operaticns. This paragraph does not apply to insurance which
represents fringe benefits for employees (see subparagraphs B.g and 8.i(2)).

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

(Z) Costs of other insurance maintained by the organization in
connection with the general conduct of its operations are allowable subject to
the following limitations:

{z) Types and extent of coverage shall be in accordance with
sound business practice and the rates and premiums shall be reasonable under the
circumstances.
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risks.  However, provision for known or reasonably sstimated seif-insured
taakilitres, which do not become pavable for more than ohe vear aiter the
provision is made, snall not exceed the oresent value of the liability

{=7 Zosts of insurance on the lives of trusiees, officers, or
other employeas hnlding positions of similar responsibilities are allowable only
£0 the extent that the insurance represents additional compersation ee
subparagraph 8.g{47). The cost of such insurance when the organization is
identified as the beneficiary is unalliowable.

[4}}

({) Insurance against defects. Costs of insurance wiih
gspect to any costs incurred to correct defects in the organization's materials
or vierkmanship are unallowable.

(g) Medical liability (malpractice) insurance. Medical
liability insurance is an allowable cost of Federal research programs only to
the extent that the ¥Federal research programs involwve human subjects or training
of participants in research technigues. Medical liability insurance costs shall
be treated as a direct cost and shall be assigned to individual projects based
on the manner in which the insurer allocates the risk Lo the population covered
by the insurance.

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

{a) Costs incurred because of losses not covered under nominal
deductible insurance coverage prov1d°d in keeping with sound business practice
are allowable.

(b) Minor losses not covered by insurance, such as spoilage,
breakage, and disappearance of supplies, which occur in the ordinary course of
cperations, 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 borrowad capital, temporary use of
endownent funds, or the use of the non-profit organization's own funds, however
represented, are unallowable., However, interest on debt incurred after

September 29, 1995 to acguire or replace capital assets {including

b
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L statement as are not adeguate

(b} to why current faciliities

(¢} B statement of planned future use of the facility

(d) B description of the financing agreement to be arranged

for the facility

) 2 summary of the building contract with estimated cost
ement of socurce and use of funds
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information and sta
(f) B schedule of planned occupancy dates

(2) For facilities costing over $500,000, the non-profit )
organization prepares, prior to the acguisition or replacement of the facility,
a lease/purchase analysis in accordance with the provisions of Sec. __ .30
through _ .37 of Circular 2-110, which shows that a financed purchase or capital
lezse is iess costly to the organization than other lsasing elternatives, on a
net present value basis. Discount rates used should be egual to the non-prefit
organization's anticipated interest rates and should be no higher than the fair

market rate available
length") third-party.
the net present value
alternatives over the

to the non-profit organization from an unrelated ("arm's
The lease/purchass analysis shall include a comparison of
of the projected total cost comparisons of Dboth

period the asset is expected to be used by the non-profit

organization. The cost comparisons associated with purchasing the facility shall
include the estimated purchase price, anticipated operating and mairdtenance
costs (including property taxes, if applicable) Dot included im the debt
‘financing, less any estimated asset salvage value at the end of the period
defined above. The cost comparison for a capital lease shall include the
estimated total lease payments, any estimated bargain purchase option, operating
and maintenmance costs, and tanes not included in the capital leasing
arrangement, less any estimated credits ‘due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rates under
rental agreements that would be renewed or reestablished over the periocd defined
above, and any expected maintenance costs and allowable property taxes to be
borne by the non-profit organization directly or as part of the lease
arrangement.
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i ab

O

g lease is determined to be less costly than purchasing cthrough debzt
g, then reimbursement is limited to the amount determined if leasing had
bean used. In all cases whers a lesase/purchase analysis is performed, Federal
reimbursement shall be based upon the lesast expensive alternative.

s oo

{6i Non-profit organizations are alsc subject to the following
condltions:

{a) Interest on debt incurred to finance or refinance assets
acguired before or reacquired after September 29, 1935, is not allowable.

[b) Interest attributablie to fully depreciated assets is
unallowable.

{c) For debt arrangements over $1 million, unless the non-
profit organization makes an initial egquity contribution to the asset purchase
of 25 percent or more, non-profit crganizations shall raduce claims for interest
expense by an amount =sgual to imputed intearest earnings on excess cash flow,
which is to be calculated as follows. Annually, non-profit organizations shell
prepare & cumulative (from the inception of the project) report cf monthly cash
flows that includes inflows and ocutflows, regardless of the funding source.
Inflows consist of depreciation expsnse, 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 esxceed cumulative outflows, interest shall be
calculated on the excess inflows for that period and he treated as a reduction
to allowable interest expense. The rate of interest to be used to compute
garnings 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 financed by indebtedness, the cost of which was funded in whole
or part through Federal reimbursements, to another facility pricr to the
expiration of a period of 20 years requires notice to the Federal cognizant
agency. The extent of the relocation, the amount of the Federal participation in
the financing, and the depreciation and interest charged to date may require
negotiation and/or downward adjustments cof replacement space charged to Federal
programs in the future. .

{e) The allowable costs to acqguire facilities and eguipment
are limited to a fair market value available to the non-profit organization from
an unrelated ("arm's length”) third party.
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e or reflnancing. It does not include
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the acquisition cof the asset

(3) Asset costs means the capitalizable costs of an asset, including
construction costs, acguisition costs, and other such costs capitalized in

accordance with GAAP.

24 . Labor relations costs. Costs incurred in meintaining satisfactory

relations between the corganization and iis employees,
management committess, employee publications, and other related activities are

allowable.

25, Lobbying.

a. Notwithstanding other provisions of this
with the following activities are unallowable:

(1) Attempts to influence the outcomes
local election, referendum, initiative, or =similar

Circular, costs associated

of any Federal,
procedure, through in kind

cash contributions, endorsemsnts, publicity, or similar activity:s

12) Establishing, administering, contributing to, or paying the

expenses of a political party, campaign, peolitical

action committee, or other

organization established for the purpese of influencing the outcomes of

elections;

]

(3) Any attempt to influence: (i} The

introduction of Federal cor

including costs of labor

State legislation; or (ii) the enactment or modification of any pending Federal
or State legislation through communication with any member or emplcoyee of the
Congress or State legislature {including efforts to influence State or local

officials to engage in similar lobbying activity),
official or employee in connection with a decisien
legislation; '

{4) Bpy attempt to influence: {i) The

State legislation; cr {(ii) the enactment or modification of

or State legislation by preparing, distributing or

39
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. The following activiciss are excepted from the ceverage of

subparsgraph a:;

‘17 Providing a technical and factual presentation of information on
a toplc directly related to the performance oI a grant, contract or other
agraement through hearing testimony, ststaments or letisrs to the Longress or 4
State legislature, or subdivision, member, or cognizant staff member thereof, in
response to a documented request (including a Congressional Record notice
reguesting testimony or statements for the record at a regularly scheduied
hearing) made by the recipient member, legislative body or subdivision, or a
cognizant staff member thereof; provided such information is readily obtainable
and can be readily put in deliverable form; and further provided that costs
under this section for travel, lodging or meals are unallowable unless incurred
to offer testimony at & regularly scheduled Congressional hearing pursuant to a
written regquest for such presentation made by tThe Chairman or Ranking Minority
Member of the Commitfze or Subcommittee conducting such hearing.

(2) Any lobbying made unallowable by subparagraph a(3) to influence
State legislation in order to directly reduce the cost, or to aveld material
impairment of the organization's authority to perform the grant, contract, or
other agreement.

3} Bny activity specifically authorized by statute Lo be undertaken
with funds from the grant, contract, or other agreement.

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 in
accordance with the procsdures of subparagraph B.3 of Attachment A.

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

{3) Organizaticns shall maintain adequate records to demonstrate
that the determination of costs as being allowable or upallowable pursuant to
paragraph 25 complies with the requirements of this Circular.

(4) Time logs, calendars, or similar records shall not be reguired
to be created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying (as defined
in subparagraphs {(a} and (b)) 25 percent or less of the employeé's compensated
hours of employment during that calendar month, and (Z) within the preceding
five-year period, the corganization has not materially misstated allowable or
unallowable costs of any nature, including legislative lobbying costs. When
conditions (1) and (2) are met, organizations are not required to establish
records to support the allowabliiiy of claimed costs in addition to records
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d. Executive loobying costs. Costs ipcurred in attempting to
improperly influence either directly or indirectly, an employee or officer of
the Executive Branch of the Federal Government to give consideration
regarding & sponscred agreemsnt or a regulatory maitter are unallowable. Improper
influence means any influence that induces or tends to induce & Federal employes
or officer to give consideration or to act regarding. a federzlly~sponsored
agreement or regulatory matter on any basis other then the merits of the matter.

o
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26. Losses on other sponsored agreements or contracts. ANy excess of costs
over income on any award is unallowable as a cost of any other award. This
includes, but is not limited to, the orgamization's contributed portion by
reascn of cost sharing agreements or any under-reccveries through negotiation of
lump sums for, or ceilings on, indirect costs.

27. Mzintenance and repair costs. Costs incurred for mecessary maintenance,
repair, or upkeep of buildings and equipment (including Federzal property unless
otherwise provided for) which neither add to the permanent value oI the property
nor appraciably proleng its intended life, but keep it in an efficient operating
condition, are allowable. Costs incurred for improvements which add to the
permanent value of the buildings and eguipment or appreciably prolong their
intended 1ife shzll be treated as capital expenditures {see paragraph 15).

2B8. Materizls and supplies cosis.

a. Costs incurred for materizls, supplies, and fabricated parts necsssary
to carry cut a Federal award are allowable.

L. Purchasad materials and supplies shzll be charged at their actual
prices, net of applicable credits. Withdrawals from general stores or
stockrooms should be charged at their actual met cost under any récognized
method of pricing inventory withdrawals, consistently applied. Incoming
transportation charges are a proper part of materials and supplies costs.

©. Only materials and supplies actually used for the performance cf a
Federal award mey be charged as direct costs.

d. Where federally—doﬁated or furnished materials are used in performing
the Federal award, such materials will be used without charge.

ATTACHMENT ...
paGE . U1 oF D5 packs




andd confarenss . Tozns o mestings
covese of which o is the disseminztion of teshrd
fudes costs of meals, transportation,
items incidertel to Zuch mesti
ragravhs 14., Enteritainment coste, B3.,0T ticipant

Marer ings

s

[
Wty -

AN oTner

wnent %, ozl

A4, Coasts o

¥ the non-profit organizetion’s membership in business,
“achnizal, and prof

essional organizations are zllowable.

. Costs of the non-profit grganizaticn’s subscriptions to pusiness,
professional, and technical periodicals are allowable.

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

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

31. Organization costs. Expenditures, such as incorporation fees, brokers'
fees, fees to promoters, organizers or management consultants, attorneys,
accountants, or investment counselors, whether or not employees of the
organization, in connection with establishment or reocrganization of an
organization, are unallowable except with prior approvel of the awarding agency.

32. Page charges in professional journals. Page charges for professional
journal publications are allowable as a necessary part of research costs, whers:

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

b. The charges are levied impartially on all research papers pubiished by
the journal, whether or not by federally-sponsored authors.

33, Participant support costs. Participant support costs are direct costs for
items such as stipends or subsistence allowancas, travel allowances, and
registration feses paid to or on behalf of participants or trainees {(but not
employees) in connection with meetings, conferences, symposia, or training
projects. These costs are allowable with the prior approval of the awarding
agency.

34. Patent costs.

a. The following costs relating to patent -and copyright matters are
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 cother patent
costs in. connecticon with the filing and prosecution of a United States patent
application where title or royalty-free license is required by the Federal
Government to be conveyed to the Federal Government; and (iii) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and ¢mployee agreements (but

42 .
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{2} Cocsts in connection with filing secuting any foreign
ratent application, or any United States palent :ion, where the Federal
award doss not require conveying title or & roya lizense to the Fedgsral
Government (but see paragraph 45., Royalties an costs for use of patents
and copyrights;.

35. FPlant and homeliand security ccsts. Necessary and weasona}:le exnpenses
incurred for routine and homeland security to protect facilities, personnel, and

work products are allowabie. Such costs include, but are not limited to, wages
and uniforms of personnel engaged in security activities; equipment; barriers:
contractual security services; consultants; etc. Capital expenditures for
homeland and plant security purposes zre subject to paragraph 15., Equipment and
other capitel] expenditures, of this Circular.

36. Pre-agreement costs. Pre-award costs are those ingurred 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 allowable if incurred after the
date of the award and only with the written approval of the awarding agency.

37. Professiconal services costs.

2. Costs of professicnal and consultant services rendered by psrsons who
are members of a particular profession or pesssss a special =kill, and who zre
not officers or employees ¢f the non-profit organization, are zllowable, subject
to subparagraphs b and c when reasonable in relation to the services rendered
and when not contingent upon recovery of the costs from the Federal Government.

In additicn, legal and related services are limited under Attachment B,
paragraph 10,

b. In determining the allowability of costs im a particular case, no
single factor or any special combination of factors is necessarily
determinative. However, the following factors are relevant:

{1} The nsture and scope of the service repdered in relation to the
service required. '

{2) The necessity of cont?dctlng For the Seer“e, con51d°r1ng the
non-profit organization's capability ir the particular area.

{2) The past pattern of such costs, particularly in the years prior
t¢ Federal awards. '

[

ATTACHMENT .. L)oo
paceE 92 oF 55  paces

43




her tna proportion o

5 The non-proiiz

UEUET 7 iginess Lo ozuch as -« Non-pProlit
onaarn.cation on favor of Incurrung tne Cost Wnere The
randered are not of & continuing nature and elacionsnio
under Faderal grants and contracos )

161 Whether the service can be pariormed more @conomically by diress
amplosyment rather than contracting

} tions of the individual or concern rendering tne
servicé and the customa s charged, especially on non-Federal awards.
'8 Adeguacy of the contractual agresment for the service fa.g.,
daescriptiorn of the service, astimate of time required, raze of compensazion, and
cermination provisions) .

c. In addition to the factors in subparagraph b, r=tainer fees to be
allowable must be supported by evidence of bona fide services available or
rendered

38. Publication and printing costs.

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), distributicn, promotion, mailing, and
general handling. Publication costs also include page Charges in professional
publications.

b. If these costs are not identifiable with a particular cost objective,
they should be allocated as indirect costs to 2ll 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 e&ll ressarch papars
published by the journal, whether or not by federally-sponsored authors.

29, Rearrangement and alteration costs. Costs incurred for ordinary or normal
rearrangement and alteration of facilities are allowable. BSpecizl arrangement
and alteration costs incurred specifically for the project are allowable with
the pricr approval of the awarding agency.

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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b. 1In publications, costs of help wanted advertising that includes color,
includes advertising materiezl for other than recruitment purpceses, or is
excessive in size (taking into consideration recruitment purpcses for which
intended and normal organizational practices in this respect), are unallowable.

c. GCosts of help wanted advertising, special emcluments, fringe benefits,
zand salary allowances incurred to attract professional personnel from other
organizations that do not meet the test of reasonableness or do not conform with
the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of a new
employee have been allowed either as an allocable direct or indirect cost, and
the newly hired employee resigns for reasons within his control within twelve
months after being hired, the organization will be regquiresd to refund or credit
such relocation costs to the Fedserzl Government.

42. Relocation costs.

a. Relocation costs are costs incident to the permanent change of duty
assignment (for an indefinite period or for a stated peried of not less than 12
months) of ap existing employee or upon recrultment of a new employee.
Relocatiop costs are allowable, subject to the limitation described imn
subparagraphs b, ¢, and d, provided that:

(1) The move is for the benefit of the employsr.

{2) Reimbursement to the employee is in accordance with an
established written policy comsistently followed by the employer.

{3} The reimbursement does not exceed the employee’s actusl (or
reasonably estimated) expenses.

L. Allowable relocation costs for current employees are limited to the
following: : S :

{1} The costs of transportation of the employee, members of his
immediate family and his household, and personal effects te the new locaticn,
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5| pace US  oF 5.5 PAGES




a8 adiyance

T TOAnG IAMDOYaYy Ludois
an nayn, inzluding adwvan
. -~2gal, and asppral
Lnmydern rmer home, These co Y
Wi T rcent of the sales
ampn oy

{47 The gontinuing costs of ownership of the vacant former home
afzer Che settlement or leass date of the employee’s new permanant home, such s
tenance of buildings and grounds {exclusive of fixing up expense JJ,
;lities, taxes, and property insurance.

{5) Other necessary and reasonable expenses normally incident to
relocation, such as the costs of canceling an unexpired lease, disconnecting and
reinstailing household appliances, and purchasing ilnsurance against loss of o
damages tLo personal property. The cost of canceling an unexpired lease is
limited to three times the monthly rental. )

¢. Allowahle relocation costs for new employees are limited to those
described in (1) and (2) of subparagraph b. When relocation costs incurred
incident to the recruitment of new employees have been azllowed either as a
direct or indirect cost and the employee resigns for reasons within his control
within 12 months after hire, the organization shall refund or credit the Federal
Government for iits share of the cost. However, the ¢osts of travel to an
overseas location shall be considered travel costs in accordance with Daragraph
50 and not relocation costs for the purpose of this paragraph if dependents ar
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:
{l} Fees and other costs associated with acquiring a new home.
{2) A loss on the sale of a former home.

{3} Continuing mortgage principal and interest payments on a home
peing sold.

{4} Income taxes paid by an employee related to reimbursed
relocation costs.

43, Rental costs of buildings and equipment.

a. Subject to the limitations described in subparagraphs b. through d. of
this paragraph 43, rental costs are 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 available,

b. Rental costs under “sale and lease back” arrangements are allowable
only up to the amount that would be allowed had the non-profit organization

N
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DT Such leases include, hut azre not Ilimited
of 2 non-preoii nization; {li) non-profit crganizations unds
Thirough common o gers, irectore, or members; and {1il}) & nNoOn-proi-t
organization and & director, trustes, officer, or key employee of the non-proiit
organization or his immediate family, either directly cr through corporations,
rrusts, or similar arrangements in which they hold & controlling nterest. For
eramgle, a non-profit organization may establish a sepearate corporation for the
sole purpose of owning preoperty and leasing it back to the non-profit
crganization.

d. Rental costs under leases which are reguired to be treated as capital
leases under GARP are allowable only up to the amount (as explained in
subparagraph b) that would be allowed had the nen-prefit organization purchased
the property on the date the lease agreement was executed. The provisicns of
Financial Accounting Standards Board Statement 13, Accounting for Leases, shall
ne used to determine whether a lease is a capital lease. Interest costs related
to capital leases are allowable to the extent they meet the criteria in
subparagraph 23. Unailowable costs include amounts paid for profit, management
fees, and taxes that would not have been incurred had the non-profit
organization purchased the facility.

44, Royalties and other costs for use of patenté and copyrights.
2. Foyalties on a patent or copyright or amortization of the cost of
acquiring by purchase z copyright, patent, or rights thereto, necessary for the

proper performance of the award are allowable unless:

{1) The Federal Govermnment has a license or the right to free use of
patent or copyright.

it
=
0

(2) The patent or copyright has been adjudicated to be invalid, or
hes been administratively determined to be invalid.

(3} The patent or copyright is considered to be unenforceable.
(4) The patent or copyright is expired.

b. Special care should be exercised in determlnlng reasconableness where
the royalties may have arrived at as a result of less-than-arm's-length
bargaining, e.g.:

{1} Royalties paid to persons, including corporations, affiliated
with the non-profit organization. ‘

{2} Royalties pzid to unaffiliated parties, including corporations,
under an agreement entered into in Conuemplatlon that a Federzl award would be
made .
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iling and marketing. Costs 2F seiling and marketing any products or
of the non-profit organization are unallowable (unless allowed under
A“Hdhhment B, paragraph 1. as azllowable public relations cost. However, thease
costs are allowable as direct costs, with prior approval by awarding agencies,
when they are necessary for the performance of Federal programs.
16, Specialized service facilities.
a. The costs of services provided by highly complex or specializad

facilities operated by
tunnels, and reactors
the conditions of =ither

the pon-profit
are allowable,

organization, such as compuiers, wind
crovided the chargss the services meet
and, in addition, take into agcount any

£
1orx

46 . or c.

items of income or Federal financing that gualify as applicable credits under

Attachment A,

b. The costs of such services,

subparagraph A.5.

of this Circular.

when material, must be charged directly to

applicable awards based or actual usage of the services on the basis of a
schedule of rates or established methodology that (i) does not discriminate

against federally-supported activities of the non-profit organization,
usage by the non-prefit organization for internal purposes, and
ecover only the aggregate costs of the services.

to ¢
shall consist normally of
indirect costs.

Rates shall be adjusted

including
designed
service
of all
take

(Li) is
The costs of each
both its direct costs and its allocable share
at lesast biennially, and shall

into consideration over/under applied costs of the previous period(s).

c.

allocated as indirect cos

d. Under some extraordinary circumstances,

Where the costs incurred for a service are not material,
ts.

they may be

where it is in the best

interest of the Faderal Government and the institution to establish alternative
costing arrangements, such arrangements may bea worked cut with the cognizant

Federal agency.

47. Taxnes.

a. In general, taxe

are paid or accrued in accordance with GAAP,

s which the organization is required to pay and whi
and payments made to local

overnments in lieu of taxes which are commensurate with the local government
g

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 exzemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary exemption

certificates,

improvements, and

b.
thereon,
reduction or cash refund,

Any refund of taxes,
which were allowed as award costs,

(i1) special assessments on land which represent capital
{iii} Federazl income taxes.

and any payment to the organization of interest
will be credited either as a cost

as appropriate, to the Federal Government.
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= Tne cost of iteme reasonapbly usabie on Lhe non-profzit organizetion’s
other work shell not be allowable uniess the non-profit organization submits
evidence -hat it would not retsin such items at cost without susteining a loss.
s

In dsciding whsther such items are reasonabtily usable on other work of the non-
profit organization, the awarding agency should considsr the non-profi
organization's plans and orders for current and scheduled activirty.

+

Contemporaneous purchases of common items by the non-profit organization shall
be regarded as evidence that such izems are reasonably usable on the non-profit
crganization’s other work. Any acceptance of common items as allocable to the
terminated portion of the Federal award shall be limited to the extent that the
quantities cf such items on hand, in transit, and on order are in excess of the
reasonable guantitative requirements of other work.

Iy, 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 due to the negligent or willful failure of the non-profit
organization to discontinue such costs shall be unallowable.

. Loss of useful value of special tooling, machinery, and is generally
2llowable if:

(1} Such special toocling, special machinery, or eguipment 1s not
reasonably capable of use in the other work of the non-profit organization,

{2y The interest of the Federal Government 1s protected by transfer
of title or by other means deemed appropriate by the awarding agency, and

{(3) The iless of useful value for any one terminated Federal award is
limited to that portion of the acguisition cost which bears the same ratio to
the total acquisition cost as the terminated portion of the Federal award bears
to the entire terminated Federal award and other Federal awards for which the
specizl toocling, spescial machinery, or equipment 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 Federz) award less the residual value of such leases, 1f: '

{1} the amcunt of such rental claimed does not exceed the reascnable
use value of the property leased for the period of the Federal award and such
further pericd as mey be reasonable, and : '

{2} the non-profit organization makes &ll reascnable efforts to
terminate, assign, settle, or otherwise reduce the cost of such lease. There
[

2lso mey be included the cost of alterations of such lezsed property, provided

o
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2, Gettlement a2upenses including the folinwing ars aliowanlsa:

sonapbly
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il; Beoounting, legal, slericzl, and cimilar costs re

;&1 The preparation and presentation to the awarding agancy of
3 slemang clalims and supporting data with :esoect to the terminated portion of
the Federal award, unless tne tferminetion is for default (see Subpart nl of

Cilrouiar B-110;; and

(b} The termination and settlement of subawards.

{2) Reasonable costs for the storage, transportation, protaction,
and disposition of property provided by the FeJerdl Government or acguired or
produced for the Federal award, except when grantees or contractors are
reimbursed for disposals 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
settlement expenses. in subparagraphs (1) and (2). Normally, such indirect costs
sha:l be limited to fringe benefits, occupancy cost, and immediate supervision.

f. Claims under sub awards, including the allocable portion of claims
which are common to the Federal award, and to other work of the non-profit
organization are generally allowable.

An appropriate shars of the non-profit 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 in Attachment A. The indirect expense so allocated shall
exclude the same and similar costs claimed directly or indirectly as settlement
expenses.

4%, Training 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, textbocks, szlaries 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 nct operated by
the crganization, are allowable. '

b. Costs of part-time education, at ap undergraduate or post-graduate
eollege 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 reasconably be expected to work, and are
limited to:

(1) Training materials.

{2) Textbooks.

50 ATTACHMENT . Y)........
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{6} Straignht-time compensation of each employee for time spent
atTending classes during working hours not in excess of 156 hours per year and
only to the extent that circumstances do not permit thne operstion of classes or
attendance at classes after regular working hours; otnerwise, such compensation
is unallowable.

c. Costs of tuition, fees, treining meterials, and textbooks (but not
subsistence, salary, or any other emoluments) 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 oI degree pursued is related to the field in which the employee is now
working or may reasonably be expeocted to work, and only where the costs receive
the prior approval of the awarding agency. Such ceosts are limited to the costs
attributehle to a total period not to exceed one school year for esach employee
so trained. In unusual cases the period may be extended.

d. Costs of attendance cf up to 16 weeks per employee per year at
specialized programs specificzlly designed to enhance the zffectiveness of
executives or managers or to prepare employees for such positions are allowable.
Such costs include enrcllment fees, training materials, textbooks and related
charges, employees' salaries, subsistence, and travel. Costs allowable undex
this paragraph do not include those for courses that are part of a degree-
oriented curriculum, which are allowable only to the extent set forth in
subparagraphs b and c.

e. Maintemance expense, and normal depreciation or fair rental, on
facilities owned or leased by the organization for training purposes are
zllowable to the extent set forth in paragraphs 11, 27, and 50.

f. Contributions or donaticns to educational or training institutions,
including the donation of facilities or other properties, and scheolarships 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 that
such costs are consistently incurred pursuant to an established training and
education program, and that the course or degree pursued is relative fo the
field in which the employee is now working or may reasonably be expected to
WOIrk.

e

50. Transportation costs. Transportetion costs include freight, express,
cartage, and postage charges relating either to goods purchased, in process, or
delivered. These costs are allowable. When such costs can readily be identified

with the items invclved, they may be directly charged as transportetion costs cxr

s Y
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a. General. Travel costs are the expenses for transportation, lodging,
subsiatence, and related items incurred by =smployees who are in travel siztus on
official business of the non-proiit orgapization. Such Zosts mav be charged on

an actual cost basis, on a per diem or mileage basis in lieu of actusl costs
incurred, or on & combination of the two, provided the method used is applied (o
an entire trip and not to selected deys of the trip, and results in charges
consistent with those normally allowed in like circumstances in the non-profit
arganization’s mnon~federally-sponsored activities.

b. Lodging and subsistence:. Costs incurred by employees and vificers for
travel, including costs of lodging, other subsistence, and incidental expenses,
shall be considered reasonable and allowable only to the extent such costs do
not exceed charges normally allowed by the non-profit organization in its
regular operations as the result of the non-profit organization’s written travel
policy. Ip the absence of an acceptable, written non-profit organization policy
regarding travel costs, the rates and amounts established undet subchapter 1 of
Chapter 57, Title 5, United States Code (“Travel and Subsistence Expenses;
Mileage Allowances”), or by the Administrator of General Services, or by the
President {or his or hesr designee) pursuant to any provisions of such subchapter
shall apply to travel under Federal awards (48 CFR 31.205-46(a}).

c. Commercial air travel.

(1) Airfare costs in excess of the customary standard commercial
airfare (coach or equivalent), Federal Government contract airfare (where
authorized and availabhle)}, or the lowest commercial discount airfare are
unallowable except when such acccommodations would: {a) reguire circuitous
routing; {(b) reguire travel during unreasonable hours; (¢} excessively prolong
travel; (d) result in additional costs that would offset the Lransportation
savings: or {e) offer accommodations not rsasconably adeguate for the traveler’s
medical needs. The non-preofit organization must justify and document these
conditions on a case-by-case basis in order for the use of first-class airfare
to be allowable in such cases.

{2) Unless a pattern of avoidance is detected, the Federal
Government will generally not question a non-profit organization's.
determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the non-profit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; or (b) that it is the non-profit organization’s overall practice
to make routine use of such airfare.

d. Air travel by othler than commercial carrier. Costs of travel by non-
profit organization-owned, -leased, or -chartered aircraft include the cost of
lease, charter, operation (including personnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that excseds the cost of allowable commercial air travel, as provided for in
subparagraph] c¢., is unallowable.

——— .
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NOR- PROFTT ORZANISATIONS NOT SUBJECT TO THIS CIRCULAR
Advance Technology Institute (RTI), Charleston, South laroliins

Acrospsce Dorporation, B Ssgundo, Calilornia

American Institutes of Researcn (BIR), Washington D.C.
Aygonne Metional Laboratory, Thizage, illinols

Atomiz Casualty Commission, Washingtorn, D.C.

Ba““2]ll2 Mamnrial Institute, Headguarzered in Zolumbus, Dhio

Braokhaven Mational Laboratory, Upton, Hew York

Charles Stark Draper Laboratory, Incorrorated, Cambridge, Massachusetis
CONA Corporation {CHNAC), Rlexandria, Virginia

Environmental Institu-e of Michigan, Ann Arbor, Michigan

institute of Tachnology/Georgia Tech Applied Research Corporation/
Tech Research Institute, Atlanta, Georgia

Hanford Environmental Health Foundation, Pichland, Washington

IIT Reszarch Institute, Chicago, Illinois

ot}

Institute of Gas Technology, ZThicago, Illinois

titu for Defense Analysis, Alexandria, Virginia

i
F
]

i

w0

1MI, MclLean, Virginia

Mitre Corporation, Bediord, Massachusetis

Mitretak Systems, Inc., Falls Church, Virginia

National Radiological Astronomy Observatory, Green Bank, West Virginia
Maticnal Renewable Ensrgy Laboratory, Golden, Cclorado

Cak Ridge Associated Universities, Cak Ridge, Tennessee

Rand Corpcration, Santa Monica, California

Resgarch Triangle Institute, Resesarch Triangle Park, North Carclina
Riverside Research Instlﬁute, New York, New York

South Carolina Research Authority (SCRA), Charleston, Scuth Carolina

-
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es Resesrch REsoclatilorn, Ino

Urban Imstitute, Washington L.C.
Non-profit insurance companies, such a

Other nonm-prefit organizations as nsgo

t

‘razuse Hesezrorn Zorporaiion, Syracuse, Hew York

rocrated (Natlona:s Booceleration Labi,

Elue Cross and Eilue Shield Organizations

iated with awarding agencies

RIEE e, ERNET S SRR S

ATTACHMENT »
55 _ PaceE 22 OF LS5, PAGES

—




ATTACHMENT "E”



T ey
s ey S

'_J

ar No. A-1:3

revised tc show changes publishsd I Tl &l Eegister Jumne 27, Z003
rucdite of States, Locel Govermments, anc Nom-Profit Organizatioms

Te, THE BELDS OF EXECUTIVE DEPARTMENTS AND ESTLBLISHMENTS
SULJECT khudits of St args, Local Governments, @nd Non-Proflt Organiziations
T rurpose. Thie Sircular is issusd pursuant Lo :he_singlg'Audit Lot &f
ivpa, T.L. 9E-542, and the Single Budit ket Amendment of 1%9¢, P.L. 104-158¢
It sets forth standards for obtzining conslstency and uniformity among Federel
agencies for the audit of Bratee, local governments, and non-proii
crganizactions expending Federsl awards.
z. uthority Circular B-1227is issued under the authority of sections
503, 1111, and 7501 et se of title 21, United States Ccde,. and Executive
Orders E24B and 11541 .
3. Pescicsion and Supersession. This Circular rescinds Circular A-1ZEB,
spudits of State and Local Governmencs," igsued April 12, 1985, and supersedes
the prior Circular &-133, "aAudits of Institutions of hlgh=r Education .and
Other Non-Profit Instituticoms,® issued April 22, 18%6. TFor effective dates,

Policy. Except as provided herein, the standards set forth in this

bs app1Aﬂd by 211 Federal aqenc1ns 1f any statute

escribes policies or specific reguirements that differ from the
ded nerein, the provisions of tne subsequent statute shall

rederal asgencies shall apply the provisions of the sectiomns of this
Circular te non-Federal entities, whether they are recipients expending
Federal awards received directly from Federzl awarding agencies, or are
subrecipiente expending Federal awards received from a pass-through entity (&
recipient or another subracipient}).

This Circular does not apply to non-U.E. based entities expending
Federal awards received either directly as a recipient or indirectly as a
subrecipient.

5. Definitions. The definitions of key terms used in this Circular are
contained in § .105 in the Zttachment teo this Circular.
€. Beguired Action. The specific regquirements and responsibilities of

Federal agencies and non-Federal entities are set forth in the Attachment to
this Circular. Federal agencies

making awards to non-Federal entiti es, either directly or indirectly, shall
adopt the language in the Circular in cedified regulations as provided in
Section 10 (below), unless different provisions are reguired by Federal
statute or are approved by the Office of Management and Budgel {OME) .

7. OMR Pesponsibilitiés. OME will review Federal agency regulations and
implementarion of this Circular, and will provide interpretations. of policy
requirements and a0515+ance to ensure uniform, effective and efficient .
implementation. :

8. Information Contact . Further information concerning lecular E-1323 may
be obtained by contacting the Financial Standards and Reporting Branch, Office
of Federel Financizl Management, Office of Management and Buaguh, Washingtoemn,
DC 20503, elephone_l202) 395-2593 .
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o review Date . This Circular will have & DLLICy Yeview Cnres vEars Ioow

Cirzular
tne Zate o issuance.

30 Effective Dates. The standards set Iortih in §_ 400 of <the Ariachmen:
o nnls Circular, which apply direstly to Fadera) agencies, shall be zffectiva
July 1, 1996, and snall apply to audits oI fiscal vears beginning alter Jun2
30, 1386, except as otherwise specified in § 400 {a)

The standards set forth in this Circular that Federal agancies shall
apply Lo non-Federal encities shall be adopted by Federal agencies in codifiad
regulacions not later than 60 days after publication of this final revision
in che Faderal Register, so that they will apply to audits of fiscal years
beginning after June 30, 1996, with the exception that §__ .305(b} of the
Arcachment applies to audits of fiscal years beginning after June 30, 1998.
The reguirements of Circular A-128, although the Circular is rescinded, and
the 1990 version of Circular A-133 remain in effect for audits of fiscal years
beginning on or before June 30, 1996,

The revisions published in the -Federal Register June 27, 2003, are
effective for fiscal years ending afiter December 31, 2003, and early
implementation 1g not permitted with the mxception of the definition of
oversight agency for audit which is effective July 28, 2003.

Augustine T. Smythe
Acting Director

Attachment
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Subpart A--General
& L1006 Purpose.

tency gnd niformity
les ewpending Redara:

Ioroh standards o
fory the audit o

means any non-Faderal entity fhat axpends Federal awards which
ed under vthis parc.

Auditee
mugt ne audirt

Auditsor means an auditor, that is a public accountant or a Federal,
State or local government audit organization, which meets the general
standards specified in generally accepted government auditing standards
(GAGAS). The tferm auditor does not include internal auditors of non-profit
organizations.

hudit finding means deficiencies which the auditor is reguired by
§ .510{a} to report in the schedule of findings and guestioned costs.

CFDA numbsr means the number assigned to a Federal program in the
Catalog of Federal Domestic Bssistance {(CFDA}.

Cluster of orograms means a grouping of closely related programg that
share common compliance requirements. The types of clusters of programs are
research and development (R&D), student financial aid {SFA), and other
clusters. *Other clusters" are as defined by the Office of Management and
Budget (OMB) in the compliance supplement or as designated by a State for
Federal awards the State provides to its subrecipients that mest the
definition of a cluster of programs. When designating am "other cluster," a
State shall idepcify the Federal awards included in the cluster and advise the
subrecipients of compliance reguirements applicable to the cluster, consistent
with §  .400(d) (1} and §___ .400(d)(2), respectively. A cluster of programs
shall be congidered as one program for determining major programs, as
described in §_  .520, and, with the exception of R&D as described in
§  .200(c), whether a program-specific audit may be elected.

Cognizant acgencv for audit means the Federal agency designated to carry
out the responsibjliities described in § 400 (a) .

Compliance supplement refers to the Cirecular A-133 Compliance
Supplement, included as Rppendix B to Circular A-133, or such documents as
OME or its designee may issue to replace it. This document is available from
the Government Printing Office, Superintendent of Documents, Washington, DC
20402-9325, 0

Corrective action means action taken by the auditee that:

{1) Corrects identified deficiencies;
{2} Produces recommended improvements; or

(3} Demonstrates that audit findings are either invalid or do not
warrant auditee action.

Federal agency has the same meaning as the term agency in Section 551(1)
of title %, United States Code.

Pederal award means Federal financial assistance and Federal cost-
imbursement contrac¢ts that non-Federal entities receive directly from
aral awarding agencies or indirectly from pass-through entities. It does
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dinc agencv means —he Fedesral agency that proviass an award
Cciplent. :

2
1
T
3
i
i
e
rHim
o
ft
s
i |

Federal i;Lamﬁ‘el assictance means 2ssigtance that non-Fedsral entlits
ceive or administer in the form of grants, loans, locan guarantees, pProper?
L nciuding aoneted surplus propserty), ‘coopérative agreements, interest
subeidies, insurance, food commoditieg, diresct appropriations, and owher
zseistance, but doss nmot include amounts received as reimbursement for
cervices rendered to individusls as described inm §_ .205(R) and §__ .20E(di).

0]

1w

LA

Federzl] program MEans:

{13 211 Federzl awards to & non-Federal entity assigned a single
number in the CFDR. T : :

(2) When no CFDZ numbex is'aeSigneﬁ, all .Federal awards from the same
agency mads for the same purpcss should be combined and considered ohé’
pProgram.

{3) Noewlthstandlng pavagvaphs (1) -and"(2) of this definition; a
cluster of programs. The types of cluste?s of pvograms Cha C

{i). .FResearch and development | R&D)

(ii; Student.financial aid (SF2) ;- and.

{i1i) "Other clusters,” as described in the definition of cluster
of prograis in this sectiom.

GAPPS means generalTy accepted government audltlna sranda*ds ]
the Comptroller General of the United’ Stategy whlch are applzcable to
financial-audits.

Generally accepted accounting Dr;nczples has the meanlng specm*;ed in
generally accepted auditing standards 1ssued by'the Amevlfan Inst1tu+e of
Certifiad Publlc Lecountants (BICPAR) . - i

Tnd¢an tribe meamns any Indian eribe, band, nation, “or "other organized
group or community, including any zlaskan Hative village or regional .or
village: corporation. {as deflned in, or, established under, the Alaskan Native
Claims Settlement Act} that is recoghizi d'by he'Unlted States as eligikle for
the special programe and services provided by ‘the ‘Dpitdd States to Indians-
because of their status as Indlans:

“Internal centreol means a process exfected by an entﬂty s management and
other personnel, designed to provide. 1ea90nable assurance regavdlng tne
achlevement of DD]ECt“VDS in the follcwwng categorles.

-(1) E;fectiveness and efflC ency.

{2)  Reliability of financial reporting; ai

© compliance with applicable laws and regulations.

SR - ] reguiremsnts for Federal
programs {Interral control over Federal programs) means a process--effected by




(¥ 's management and owher personnel--designed o
rarnce regarding cohe achievement of the [pilowing obj

(o)

T Transactions zre properly recorded and accounted Ior fo:

(1} Permit the preparation of reiiable Iinancizl statements and

Faderal reporis;

s

{ii) Maintain accountability over assets; and
{iii} Demons:trate compliance with laws, regulations, and other
comp. lance reguirements;

(2) Transactions are executed in compliance with:

(1) Laws, regulations, and the provisions of contracts or grant
agrzements that could have a direc:tc and material effect on a Federal program;
and .

(i1} 2ny other laws and regulations rhat are identified in the
compliance supplement; and

(3)  Funds, property, and other asseis are safeguarded against loss
from unauthorized uge or disposition.

Loan means a Federal loan or loan guarantee received or adminigtered by
a non-Faderal entity.

Local government means any unit of local govermment within a State,
including a county, borough, municipality, city, town, township, parish, lozal
public authority, special district, school district, intrastate disktrict,
council of governments, and any other instrumentality of local government.

Maior program means a Federal program deterwmined by the auditor to be a
major program in accordance with § .520 or a program identified as a major
program by & Federal agency or pass-through entity in accordance with
§ .2L15{e) .

Management decision means the evaluation by the Federal awarding agency
or pasg-through entity of the audit findings and corrective action plan and
the issuance of a written decision as to what corrsctive action ig necessary,

Non-Federal entity means a State, local government, or non-profit
organization. -

Non-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;

(i1} 1Is not organized primarily for profit; and

(iii) Uses its net proceeds to maintain, improve, or expand its
operations; and :

{2} The term non-profit orgapnization includes non-preofit institutions
of higher education and hospitals.




OME means Tne Executlves Dffice of

Oversiaht sgency for audit means the rederal awsrdi
desg the predominant amount of direct funding 1o & res
: t agency for audit. Whern tl e iE no direcr I
I the predominant indirect funding shalT assume
itities. The duties of
0{b).

O
m

Iall eI
m et
-

Effecvive July 26, 2002, the foilow;ng is added ro thig definition:

& Federal agency with oversight for anp suditee may reass¢gn oversignt to
another Federal agency which provides substantial funding and agrees to
e the oversight agency for audit. Within 20 days after any '
rezssignment, both the old and the new oversight agency for audit shall
notify the auditee, and, if known, the auditor of the :eassignment.“

ass—through entitv means & non-Feder
o a subrecipient to carry out & Fede

B &l entity that prov_d &z Federal
T r

al p*ogram

Program-specific auc*t means an audit of one Fede*al pIogram 2s provided
for in § ° .20C(c) and §__ .235.

Ouestioned cost means a cost that is guestioned by the auditor because
of an agudit finding: b i .

(1) Which resulted from a viclation cr possible viclation of &-
provision of a law, regulation, contract, grant, ceooperative agreement, or
other agreement or document governing the use of Fede?q1 funds, inelhding
funds used to match Federzl funds: - e R

(2)  Wnere the costs, at the .time.of the. audity are nots
adequate documentation; or T ‘ S " "

3} Where the costs 1ncu?red appear unreasonable'und do _hot reilect
the actions a prudent person would take in the circumstances.®™ 2

Rec¢glent means & non- Federal entlty that QYpends Federal-~awards
received directly *rom a2 Fedgral, award" 'agency to carry out a Fede*al
program. .

Research and development (R&D) means all resecarch activities, both basic
and- applied,and- all development activities that are performed by a noi-
Federal entity. . Research is defingd & Bystematlt study direscted toward
fuliler 551entlf1c knowledge or’ understan,lng ‘of the subject stidied:: The.term
research also includes thlVltleS involving Lhe training-of lnd1v1duals ‘in
research technlques whe*e such acthltles ilize the sdme facilities as other
uch uct1v1t1es are. not anluded

and understandlng gained from researc
usefifl ‘materials, devices, S)stemsﬁ or meth ;
deve1opment of profotypes and p*o#essﬁs A

statements dnd £he FedE?al aWans as aescrlb a

-State-means. nny'Sta e of the Uﬁ*ted Sgate the District of Columbisz,
the Pommonwcath 01 Pue*to Elco.r _be Vlrgln Is‘ands, Guam, American Samoa, the
i and the Trust Territory of the




i

sovdent Tirsnciad Aid (5FA) incluades T
nce, such a5 those authorized by Ti:zl
as amended, 120 U.5.C. 1070 =zt se
artment of Education, and similar or
~

nose programs oI general s<udent
e IV of the Bigher Education Act
} which is administeresd by the

ograms provided by other Faederai
h
o)

provide Iellowships or similar
awards = students on a competitive basis, or for specified studiess or

Subrecipjent means a non-Federal entity that expends Federal awards
received fIrom a pass-through entity to carry out a Federal program, but does
not include an individual that is a beneficiary of such a program. &
suhrecipient may also be a recipient of other Federal awards directly from a
Federal awarding agency. Guidance on distinguishing between a subrecipient
and a2 vendor is provided in § _ .210.

Tvpes of compliance regujirements refers to the ifypes of compliance

reguirements listed in the compliance supplement. Examples include:
activities allowed or unallowed; allowable cosis/cost principles; cash
management; eligibility; matching, level of effort, earmarking; and,
reporting. - '

Vendor means & dealer, distributor, merchant, or other seller providing
goods or services that are reduired for the conduct of a Federal program.
These goods or services may be for an organization's own use or for the use of
beneficiaries of the Federal program. BAdditional guidance on distinguishing
between a subrecipient and a vendor is provided in §__ _.210.

Subpart B;—Audits
) .200 Audit regquirements.

(a) budit reguired. HWon-Federal entities that expend 5300, 000
{3500,000 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
determining Federal awards expended is provided in §_ _.205.

(b) Single audit. Non-Federal entities that expend $300,000 (5500,000
for fiscal years ending after December 31, 2003) or more in a year in rederal
awards shall have a single avudit conducted in accordance with § _ .500 except
when they elect 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 net require a fimancial
statement audit of the auditee, 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 a subrecipient, approves in advance a program-specific audit.

{ad) Exemption when Federal awards ezpended are less than $300,000
(S500, 000 for fiscal vears ending a2fter December 31, 2003). Non-Faderal
8
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& . 20% EBasis for determining Fedéxal.awards expended .

e
o

; Dertermining Federal awards expended. The determination of when an
expended should be based on when the activity related tc the awzrd
Gnne*ally, the dCthl_y pertains to events that reguire Lhe ROL-
entity to comply with laws, regulat_Oﬁu, and the provisions-of

£ OT grant agreements, such as: eypbnd*ture/eYD=Pue trahsactions

ed with grants, cost-reimbursement contracis, r‘001;3(51'at|ve agrﬁem=n-u,
and di appropriztions; the disbursement of funds passs=d through to
subrecipients; the use of leanm proceeds: ynder lean and loan guarantee
programs; the receipt of property; the receipt of surpius property; the
receipt or use of program income;. the distribution or consumption of food
commoditigs; the disbursement of amounts entitling the non- Pederal thlty to
an interest subsldy: and, the perlod when insurance is in force. ’ i
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b

(h) Loan and lcan guarantess (loan° Since the Fﬂdﬂra1 Government is
at risk for loans until the debt is repaid,. the fellowing guidelines shall be
used to calculste the value of Federal awards expended under leah programs,~
except as noted in paragraphs (c) and {d) of this sectiomn:

(1}  value of new 1oans;made or received during tié fiscal year;
vlus IR ’ B
(2} Balance of loans from previous years for which the Fed
Governmant imposes continuing compliance requirements; plus
(3) bny interest subsidy, cash, or admipistrative cost allowance
racelived. - . e B
tc) . Lozn apd loan cuerantees -{loans) at institutions of higher

education. When loans are made torstudents of an institution of higher
education but the institution does not make the loans, .then on+y the value cf
loans made during the year shall be considered Federal awaxrds erQndmd in that
year. The bialance of loans for previous years is not included as Federal
awzrds expended because the lender accounts for the prlor.balunces..

(aj Pricr loan and loan cuaraptees (loans). Loans, the proceeds'sf
which were received and expended in Prigr-ye¢ars, are not considered Federal
awards expended under this part wWhen the laws, reguTatlons,-and the provisions
_of contracts or grant agreementis pertalnlnc to such loans impose no contifuing
”Ompl*an requirements othér Lhan fo repay the loans..

_ (e}  Endowment funds . The cumulatlve balance of Feaeral awafds f'r
endowment funds which are 1‘acie:r:al_y réstricted asre considered awards eypunded
in each year inp whlch the funds are st 11 restricted.

() Free rent. Pree'rent received. by itself is not considered a

71 d eypended und th;s_pa:t.' However, free rent received as part

ATTACHMENT i A
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Federal non-cash zsszisiance, SUSh as
, donated propsrty, 2r donated suroous
lue at T receipt cr ths
C
ty for providing
congiderad

T Mard;

(i) Mediczid. Medicaid paymenis teo a subrecipient Ior providing
patlent care services to Medicaid eligible individuals are not considered
Federal awards expended under this part unless a State reduires the funds <90
he treated as Federal awards expanded because reimbursement is on a cosi-
reimbursement basis.

(i) Certain loans provided bv the Bational Credit Union
Ldministration. For purposes of this part, loans made from the National
Cred:it Union Share Insurance Fund and the Central Liquidity Faclility that
funded by contributions from insured institutions are not considered Federa
awards expended. -

o]
D

[

F

5 .210 Subrecipient and vendor determinations.
(a) General, Bn audifes may be a recipient, a subrecipient, and a
vendor. TFederal awards expended as a recipient or a subrecipient would be

subject to audit under this part. The payments received for goods or servicss
provided as a venpdor would not be considered Federal awards. The guidance in
paragraphs (b} and (e¢) of this section should be considered in determining
whether payments constitute a Federal award or a payment for goods and
services,

{b} Fedzral award. Characteristics indicative of a rederal award
received by a subrecipient are when the oxrganization:

(1) Determines who is eligible to receive what Federal financial

setives

-

(2) Has its performance measured against whether {he ob
cf the Federal program are met:

(3) Has responsibility for programmatic¢ decision making:

(4} Has 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 program of the
pass-through entity.

(c) Pavment for goods and serviges. Characteristics indicative of a
payment for goods and services recesived by a vendor are when the organization:

{1 Provides the goods and services within normal business
operations; :

10 ATTACHMENT ... &
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i Trovides $_Miler §OLOOE I E££IVices o omeny difiersnt

N Operales LL & COMpei>live ELVIYONmenT,
¢ Provides guLds ©I Services LhEl &re anfiliary to Lhe
operzricl of The Federzl progran; and

L T

I not suabject Lo compliance reguliremenlTs of tThe Federalr

1d; Use of dudgment ar meking determipation. There mey be unusual
circumstances or exceptions to The listed characteristics. In making the
determination of whether a subrecipient or vender relationship exists, tThe
substence ¢f the foerm of the -

agreement. It it not. expected that 211 of the characteris
and judgment should be uvsed in determining whether an entif
or vender.

will be present

sh
relationship lg more important than the fo
tics
ty is & subrecipient

{e) For-profit subrecipient. Since this part does mot apply to for-

subrecipients, the pass-through entity is responsikle for establishing
ements, &s necessary, Lo ensure compliance by for=profit subrazcipients.
ntract with the for-profit subrecipient should describe applicable
compliance requirements and the for-prefit subrecipient's compliance
responeibility. Methods to ewsure compliance for Federal awards made To f0T~
profit subrecipients may include pre-award audits, monﬂtorﬁng du*lng the
contract, &and post- award audits. . -

H
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f) Compliance responsibllity for vendors. In most cases the
auditee's compliance responsibility for vendors is only to ensure that the
procurement, receipt,. and- payment for goods and services ﬁomply w;th laws,
regulations, and the prov151on5 of contracts or grant agreemants TUPrggram”
compliznce requirements normally do not pass through to vendors. “However; the
auditee is responsible for ensuring compliance for vendor tramgactions which -
are structured such that: the vendor is responsible for program ‘complidnce-or
the vendor's Tecords must be reviewed to determine program compliance.- Elso,
when these vendor transactions relate to a major program, the scope of the
audit shall include determining whether these transactions sre im compllance
with laws, regulations, and the prov_5¢0n= of contracts or gTant agraements

§ .215 Relafion to other audlt requirements.
fa) audit under thls part in lieu of other audits. 2&n audit made in
accordance with this part shall be in lieu of any fimnancial audit reguired
under individuzl Federal awards. To the extent this audit meets & Federal
agency's meseds, it shall rely upon and use such audits. ‘The PIOVlSlODS of
this part pneither limit the authority of Federzl agenc;es, lncludﬂng their
lnspectors General [ "or GRO to conduct or arrange for. addltlonal audlts (e g.
fﬂnanc1al audits,’ perLcrmnnce audits, eVa1uatlops,_lns k
nor authcrize qny éud' ee to censtrain Federal agencﬂe' i :
addwtwoan audits Jaddit onal audits shall be pWanned ‘and perfo;me

) 1) Federall&cencv to zv_ for additional audlt A B Federal agnncy' .
that conducts or gontracts for addltﬂona1 audits shall, consistent with other
‘applicable lawsﬂap? 1on5, earrange for funding *he full cost of such
additionel audits. ‘
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0B LILoX > the Ilscal vear To be audited.
auriives, aftear cons its auwditor, snould promoily respo o5uTh
reguast Dy Inigrming agency whether “he program would Wwose De
autdited 48 & maior program the risk-based audit approach des in
§_ 320 and, if no%, the estimated incremental cost Tha Faderal Ty
Shall then promptly confirm Lo the auditee whether It wants the pre
aud:zted as a maior program. If the program LS Lo e avdiued xz e
program hased upon tnis Federal agency reguest, and the Federal agency agroes

the program
provisions of

M B oo

-~
d
er
to pey the full incremental zosits, then the auditees shall hav
auditaed as a major program. B pass-through entity may use th
this paragraph for a subrecipient.

§ .220 Frequency of audits.

Except for *he provisions for biennial audits provided .n paragraphs (az)
and (b} of this section, audits reguired by this part shall be periormed
annually. Bny biennial audit shall c¢over both years within the biennial
period.

(a) 2 State or local government that is required by constitution or
statute, in effect on January 1, 1987, to undergo its audits less frequently.
than annually, is permitted to undergo its audits pursuant to this part
biennially. This regquirement must still be in effect for the biennial period
under audit.

by Any non-profit organization that had biennial audits for all
biznnial periods ending between July 1, 1992, and January 1, 199%, is
permitted to undergo its audits pursuant to this part biennially.

g .225 ' Sanctions.

No audit costs may be charged to Federal awards when audits required by
this part have not heen made or have besn made but not 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
entities shall take appropriate action using sanctions such as:

{a) Withholding a percentage 0f Federal awards until the audit is
completed satisfactorily;

(b} Withholding or disallowing ovefhead_costs;
(c) Suspending Federal awards until the audit is conducted; or
{d} Terminating the Federal award.

§___ .230 Audit costs.
(a) Allowable cogts. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal awvards. The charges may be considered a direct cost or an allocated
indirect cost, as determined in accordance with the provisions of applicable
OMB cost principles circulars, the Federal Acguisition Regulation (FAR) (48
CFR parts 30 and 31}, or other applicable cost principles or regulations.

iz




L P onon-F¥edergi SLULTY SRE.L LLT Therg: Thne
It _oWIng
13 Trne cost of &by Bu0LT under The Single hudiit ACT EMendmeLTs
0 1e4l fxl U.E.Z. 7501 er sec.. LOT CUnOuSTed in aSO0rgEnte ; Lhie pert
"2 The cost oFf audiiing & hon-Federal entzty which nee Fedearel
awa>ds expended ¢f recg than 300,900 (£500,000 for fiscel year: ending arLer
December 31, ZO03) per vear anc if Thnereby exempied under § . 200{(d) fiom
npv.ng ah audit conducted under TIL.S part However, this ioes -not pronibit &
pess—LLYoudgn entity from charging Federal awards for the cost of Timited scope
dz To monitor its subrecipients in acoordance with & . 400(d) (Z2),
izd The subrecipient does not Lave single audit. TFor purposes of tnis
|

a
imited scope sudite only include agreed-upon procedures sngagements
nducted in ac¢ordance with either the RICPE s generally acceplted audAtwng'
standerds or attestation standards, Lnat &are pzid for and srranged by & pass
<hrough entity and address only cone or more of the following types of
compliance zvquiieménts: activities allowed or una;lowed, ‘2llowable
costs/cost principles; eligibility; marching, 1evgl‘of effort, eaxmarking;
and, repcrting. ;

5 .235 Program-sSpecific aundits.

(&} Program-specific audif _cuide available. In many Cas=2g, a program-
specific esudit gquide will be aveilable to provide specific guidance to the
auditor with respect to inrernal ceontrol, compliance reguirements, suggested

audit procedures, and zudit reporting requirements. The auditor “should
contact the Office of Inspector General of the Federal agnncy to deLermlne
whether su"h a ghide is’ available. When a current, program»specwzﬂc audit"
guide is’ avaﬂlable, the auditor shall Follow GAGAS and the gulde whnn
perFormwng a program specific. audit. ‘ e -

{b) Program—swvecific audii guide not avallable.__ (1) -When a program-
ific audit guide is not available, the auditee and” audltor shall have
cally the same 'responsibilities for the Federal program 88 thﬂy would have
an audit-of 2 major prodram in a swngln audlt

spec
basi
for
(23 The aud1te= thall prepare the flnanClal statement(s) for the
Federsl program that includes, at a minimum, & schednle of expenditures of
Federal awards for-the: prog:am and notes that. descr.lbn the. CTgD‘;lCant
accounting p011c1es used ip’ preparing the sC hedu¢e, a summa*y schedule of
pricr audit findings® consistent with the requlfemmnts of § -315(p), und_a
corrective actlon plan con54stent with. the. requlrements DI § 315(c) ‘

(37 The'auditor shall:

(1) Perform an audit of the flnan01al statement(s for the
Federal program ln accordance with GAGAS

ndl Control and
_am ron51stent w1th the

(i‘i) ) Obtawn an urderstanding:
e'nc1 control over the Feder al prog
GD{c) “for a major procram“_>

perform tests of
reguirements of

tiii) - Pérform procedures to determine whether the audited:

Lias complied WitH~ Isws;regulations, and the provisions of contracts or grant
agreements that could heve a direct and material effect on the Federal program .
CODSLSEDnt Wlth- he :equlrement= of §___.500(d) for a major program; and .




i
o

S The auditor's reportl!s} mey D2 in the form of either
rompined or separate reports and may be orgenized differently Jrom the ma
presanced in this seciion. The audifor's renort 's) shall statse that the audit
was conducted in accordance with this part and include the following:

h}

el
i

{i) °~ An opinion {or disclaimer of opinion) as 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) B report on intarnal contrel related to the Federal
program, which shall describe the scope of testing of internal contreol and the
results of the tests;

{iia} A report on compliance which includes an opinion {or
disclaimer of opinion) as to whether the auditvee complied with laws,
regulations, and the provisions of contracts or grant agreements which could
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 to
the Federal program in a format consistent with §_  .505(d) (1) and findings
and guestioned costs consistent with the reguirements of § _ .505(d) (3).

(c) Report submission for program-specific audits.
{1) The audit shall be completed and the reporting required by paragraph
{(c} (2} or (c) {3} of this section submitted within the sarlier of 30 days after
receipt of the auditor’s report(s), or nine months after the end of the audit
period, unless a longer 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 ond of the audit period, unless a difisrent
period is specified in a program-specific audit guide.} Unless restricted by
law or regulation, the auditse shall make report copies available for public

inspection.

(2) When a2 program-specific audit guide is. available, the
auditee shall submit to the Federal clearinghouse designatad by OMB the data
collection form prepared in accordance with §__ .320(b), as applicable to a
program-specific audit, and the reporting resquired by the program-specific
audit guide to be retained as an archival copy. B&lso, the auditee shall
submit to the Federal awarding agency or pass—through entity the reporting
reguired by the program-specific audit guide.

(3) When a program-specific audit guide is not available, the
reporting package for a program-spacific audit shall consist of the financial
statement{s) of the Federal 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 prépared in accordance with
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£ e OGram—S

report =¢ 1o T

oy OME vel copy.

f:né;ngs ESgts) quest;Jnea copste doiscliosed an

LI prior uc;; indings reporied The status ol

srnell suomit ‘one copy of the reporting package,

benelf of the Peak* 1l awerding &gsency, oirdiﬂe_

in vhe zezse of & sudreclpienk. Instead of submi
bdD:aCiﬁi&ﬂtwiS:QpI :eg

the pees- _n*ouab “ntlty, when & ]
Ieporting pn H the pass-Lhrough enti Ty, -Lhe subrecipient’ snal¢ prov1de
WIitTTen notificatiocn to the pass-thirough entity, consistent witly rthne
requirements of §  .320(e}{2). & subrecipient.mey submit q,qopy of the.
reporting package to the pass-through entity to comply with ;hisinotiflcation
reguirement .

(d} LOthey sections of this évt”maG'an1&***Prdg*am'spécific audits

are subject’to §. 100 through §__:.215(b),. 8§ 220 througn' § 230, .
s .300 through §_ .305, § . 315, '§ 320(f) h:ough § '_ 320(3) & - 400
zhrough & 405,°§ 510 through § v 515 and ethar: refe*enced prov;clonu

of this pavt anless co contrary to the provisions of this sectlon, a program-
specific audlt guide, or program ?aws ang- regu1at10ns

Subpart C--auditees
§ 300D Audites responsibilities.

Thne zuditee shall:

(a) Identify, ip its accounts, all Federzl Awards rec +yed and i
expended and the Federal programs under which Lhey were received.  Federal .
program and award identification shall rinclude; appllcable CFDA2 title
and, numbar,”.ward number and year, name: ofith d name of the
pass-through entity. : IR

(D), Malﬂtaln intermnal control over Federdl prog*ams that prov1ae5
*easonab1e assurance that the audltee 1s man 3 : ; .
Federal ‘awards . in compliance with laws, 2g and tne prov1swons of
contracts or grant: agreﬂments that é&ould Have’ a materlal effect: opn each. of_lts
Fedﬁral p?ograms o v A :

(cﬁ ‘ Compl“ Wwith laws, gulat%onsT
grant. dgvenmen+s re 'ted to” each Of»lts FEdETal

‘(d}‘ P“'pare apprOprlate flnanCLal sta_emer 5
of eypendltures ‘of Federal awirds in accordance. :

Eqnd a uorrec 1
respectively.




= Audicor nrocuraméent . In srocur.ng agd.t ervices, suditaesn Snall

fro..ow The procurament standards prescribed Ly tne Grant: Manggement TIMMOn
Pu.= inersinafter referred To as the "A-102 mmon Ruie": published March i1,
Thgn and amended April 1%, 19295 {insert appropriate CFR citation], Cirzular
=110, "Uniform bhdministrative Reguirsments for Grants and Agrezements wiid
Instltviions of Higher Education, Hospitals and ODiher Nom~-Proliz
Grganizetions,™ or the FAR [4B OFR part 4Z), as applicable (OMB Tirculars ars
'"a¢ldbln from the Dffice of Administration, Puklications Office, room 2200,
Mew Erecutive Office Building, Washington, DC 20503). whenevbr possible,
auditees shall make positive afforts o urilize small Dusinesgses, minority-
owned firms, and womwen's business enterprises, 1n procur;wg audi: services as
gtated in the A-102 Common Rule, OMB Circular A- , or the FARR (48 CF¥R part

42), as applicable. 1In reguesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to bhe
considered in evaluating =ach proposal for audit services include the
responsiveness to the request for proposal, relevant experience, availlability
of staff with professional qualifications and technical abilities, the resulcs
of external quality control reviews, and price.

(b} Regtriction on auditor preparing indirect cost proposals. An
auditor who prepares the indirsct cost proposal or cost allecation plan may
not also be selected to perform the audit regquired by this part when the
indirect costs rmecovered by the auditee during the prior year exceeded $1
million. This rastriction applies to the base year used ih the preparation of
the indirect cost proposal or cost allocation plan and any subseguent years in
which the resulting indirect cost agreement or cost allocation plan -is used to
recover costs. To minimize any disruption in existing contracts for audit
services, this paragraph appliss to audits of fiscal years beginning after
June 30, 1%98.

S

(c) Use of Pederal auditors. Federal auditors may perform all or part
of the work reguired under this part if they comply fully with the
reguiremeats of this part.

§ _ .3210 Finapcial statements.

(a) Financial statementg. ‘The audites shall prepare financial
statements that reflect its financial position, results of operations or
changes in net agsets, and, where appropriate, cash flows for the fiscal yesar
audited. The financial statements shall be for the same organizational unit
and fiscal vear that is chosen to meet the requirements of this part.
However, organization-wide finmancial statements may also include departments,
agencieg, and other organizatiomal units that have separate agudits in
accordance with §__ .500{a) and prepare separate financial statements.

{b) Schegdule of expepditures of Federal awards. The auditee shall
also prepare a schedule of expenditures of Federal awards for the period
covered by the auditee’'s financial statements. While not reguired, 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 sach award year separately. At a
minimum, the schedule sghall:

(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 indiwvidual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutes
of Health is a major subdivisgion in the Department of Healith and Human

Services
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For Federal

[y
LNe LEsSsS-LhRrough entity &and
entizTy sha.l De Lncliuded.

(3) Trovide tofal FEderslawsirds mypended for eacn Sndlividual
Fedeval program and the CFDR number oY ovher identifying number wnen tnge CFDA
irniormation is mot available. : : o : .

14 Triclude notes that descripe the gignificant accounting
poricies used in preparing the schedule.
(5j To the extent practical, pass-throclgh entities should

jidentify ip the schedule the total amount provided teo subrecipients from each
Federal program. AN .

{6} Includs, in e;ther the schedu"e or & note to the sch\.cmle:
the value of the Pederal awards expeéridédiin the form of non-c&sh a...swstance
the amount .of insurance in eff et du'fl:ng the year, and loans cor-loan
guarantees. outstanding at ye&ar end., “While not "equired_ it is- preferablﬂ Lo
present this information inm the scheaule o . S . . :

§ .315__ Aud:.t f:.nd_:ngs follow uD

(a) . Geperal. The auditee ‘is res'oons:Lble for fcﬂlow up and corrective
action. on all andir findings. As part of this responsibility, the auditée
shall prepare a summary schedule of prior’ “audit’ findings.  The .auditee shall
zlso prepaze a corrective action plan’ fo¥r current year audit, £i indings. ., The,
summary-schedule of prior audit findifigs -ang the correcrive, action plan’ sha‘ll
include the reference numbers the guditdr assigns to audit findings under-

§  .5%0({c).- Since the summary schedule may J.nclude audlt Flndlngs from . ..
multigte ypears, .it shall J_nc1ude th 1 : 3
inititakly, occur*ed

:-(&3)-“ - Summarv schech.le of "DIZL a1y :
priocr audit findings shall‘*eport the” status of &lliaudit - 'Flndlngs J.ncluded :Ln
the prior audit's scheduls of findings andvquestlcned coste 1'ela*c.i‘ve o,
Federsal awards. The summary schedule shall alsc include audit: findings.
reported in.the prior audit's summary schedule of prior audit fﬂnd:mgs except
audit findings listed as corredted in AccoTdance with paragraph {b) {1) of this
section, or no longer valid or not _wﬁrrantvng further action in acco*danf‘e
with: paragra.ph (b} (4),-0f this.segtion. . :

113 whﬂn audit f..ndlng_ were “fully correc*ed I.hﬁ ,ﬂummary
chedule need only list the audit findings and state thet COIIEQi;lVE! action
was ta}:en -

(2) - When audit f_nd_ulgs were nét “corrected or- were only
partially corrected, the summary Eehediild ‘shall ‘déseribe the pianned
corrective . ElCtlDI‘J as well as any partlal correct-ve act:Lon tak

{3) When cor*ect'lve act1 on ‘taken 15 slgnuzlcantly dlfferent from
corrective :action previously. reported 1 @ 'corrective action plan ©r in the
Fede*al agancy S 0T pass- throug @ntl s Anage ent dec;s;on,( the sammary

valid or do not' warrant furfher ac ! 5
descrlbed in the _summary schedule.. A valmd reason for. cons*oer;ng an audlt
r action is that all of the -following have

"l'hav‘e- "-p'as,_s_éd /since the auwdit report in wh.ch




ne Tinding oocourrad was submitted o The Federal zlisaringhouss

2ncy 9r pass-through satitv¥ IS5 not
2 on the audit finding; and

edae

(2iy The ral
ne audl

currencly following up with

[ ]

¢iii; B management decision was not issued.

c} Corrective action plan. At the completion of the audit, :the
auditee shall prepare a corrective action plan fo address each audit finding
included in the current yzar auditor's reports., The corrective action plan
#nall provide the name's; of the zcontact personis) responsible for correctlive
action, the correctiive action planned, and the anticipated completion date.
if the auditee does pot agree with the audit findings or believes corrective
acticn is not reguirsd, then the =orrsctive action plan shall include an
explanation and specific reasons.

§_ _.320 Report submiegsion.

{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 be submitted within the
zarlier of 30 days afier receipt of the auditor’s report (s), or nine months
after the end 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 c¢ollection 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 audit period.) TUnless restricted by law or regulation,
the auditee shall make copies available for public inspection.

(b) Data Collection. (1) The auditee shall submit a data collection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Pederal 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 pregented 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
elementcs:

(i) 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).

(ii) Where applicable, a statement that reportable conditions in internal
control were disclosed by the audit of the financial statements and
whether any such conditiong were material weaknesses.

(1ii}) A statement as to whether the audit disclosed any noncompliance which
is material to the fimancial 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 weaknesgses.

(v} The type of report the auditor issued on compliance for major

18

ATTACHMENT . &
PaGE . )8 OF .23 paces




programs

OLITLAOL,
v L list ct
“he -ep
L-LZ3.
VL) L yes oY nc SCaLEement as. Lo wnether the auditee Zuzl:fied z5 a low-
r=gr auditee under § L5230 of OME Circular E-1ZZ
iviiig The delliar thr shold used to d¢st‘nngsh between Tybﬁ_k*and Type E

insd in - § .520(b) of OMB Circular k- 133,

{iv) The Catzloo of Federal Domestic Assgistance [CFDEZ) number for each
Federal program,  as appllcable
t3) The name of ezch Federzl program and identification of each major
rogram. Individual programs within a2 cluster of programe should he
P : g

listed in t@e same level-of.idetail as they are
of Eyp=nditur65 of Fnderal awards. .

msted ln cthe scheau €

(>di) | The amount of expendltures in the schedule of expendl?ures or Fndera4
awqrds associated w1th each Federzl program

{2ii) For sach Federal pfogram a yas or no statemant as-to whether there
are audit findingsin.-sach of the following types of compliance
regquirements and the total amount of any guestioned costs:

(&) Retivities allowed or unallowed.

{B) Allowable costs/cost prlnc1p13m.

{C) Cash maoagemént. =

(D) Davis-Bacon Act.

{E} Eligibility.

(F) - Bguipment-and real property. management.

(G) Mztching; -level of effort, earmarking.

(H) " Period- of awvdilability of Federal funds.

(1) __Procurement and suspension and debzrment.

{J) _Program ipcome: :
(%) " Real property hcqulsltlon and relocatlon a551stance
(L) Reporting:- ;
{M) Subrecipit ng’ monltorrng ‘

(W) Spec1a1 tests and prov1510ns

(xciii) Zuditee Name,_Emplmyer Identlflcatlon Number{s) Nz
Certifying Offlclal Telephone Numner, Slgnature 2

{xziv} kuditor Name, Name and TltWE of Contact Person Audltor Address
. auditor Telephone Number Slgnature and Date.

(xv) Whether the anditee has 51ther a cognlzant or
audlt - . - .

ant or OVET51ght agency

{xvi} . The name of theAcggn"
= accordance with B
e ‘ (2} .. Using the infgrmat:
descrlbed in paragraph (e} of this gect: sh
applicable sections of the form.  The auditor -shall slgn & statement o e
mncluded,as part of the data collectlon form that indicates, at a minimum, the
source of the 1nﬁormatﬂon 1ncluded in“the form, the auditor’s responSLbllﬂty
for the informationm, that the form is not a substitute for the reporting
Pagkage desScribed in parag js} Kc) of this section, and that the content of




“he Iwrm s limized ©o the data zlements prascribed by IME

ol Eeporting pacikage. Ths reporiing package shall Ingclude the:
{2 Financial statements and schedule of expenditures ol
#2deral awards discussed in § .310(a) and § .310(b}, respectively
(21 Summary schedule of pricr audit Iindings Zdiscussed in
§ .315(b);
3} suditor's report’s) discussed in § .505; and
14) Correciive action plan discussed in § 315 (e) .
{d) Submission to_clsaringhouge. All auditees shall submit to the

ederal clearinghouse designated by OMB the data collection form described in
p ragraph (b} of this section and one copy of the reporting package described
in paragraph {¢) of this section for:

(1) The Federal clearinghouse to retain as an archival copy;
and

(2% Bach Federal awarding agency when the schedule of findings
and questioned costs disclosed audit £indings 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 FndeTal
awards that the Federal awarding agency provided directly.

{e) Bdditional submission bv subrecipients. (1) In addition to the
raquirements discussed in paragraph (d) of this section, auditess that are
21s0 gubrecipients shall submit to each pass-through entity one copy of the
reporting package described in paragraph (c) of this section for each pass-
through entity when the schedule of findings and guestioned costs disclesed
audit findings relating to Federal awards that the pass-through entity
provided or the gummary schedule of prior audit findings reported the status
of any audit findings relating to Federal awards that the pass-through entity
provided.

(2) Instead of submitting the reporting package to a pass-
through entity, when a subreciplent is not required to submit a reporting
package to a pass-through entity pursuant to paragraph {e) (1} of this section,
the subrecipient shall provide written notification to 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 CFDA
number of the Federal award{s) provided by the paass-through entity); the
schedule of findings and guestioned costs disclosed no audit findings relating
to the Federal award(s) that the pass-through entity provided; and, the
summaxry schedule of prior audit findings did not report on the status of any
audit findinge 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 (c) of this section to a pass-through entity to comply with this
notification requirement.

(f) Reguests for report copies. In responge to requests by a Federal
agency or pass-through entity, auditees shall subwmit the appropriate copies of
the reporting package described in paragraph (¢} of this section and, if
reguested, a copy of any management letters issued by the auditor.

(g) Report retention reguirements. Auditees shall keep one copy of
the data collection form described in paragraph (b) of this section and one
copy of the reporting package described in paragraph (¢) of this section on
file for three years from the date of submissiocn to the Federal clearinghouse
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learingnonsE redpons

ies Fede iegr
OME shaﬁl‘clstrlnut& rne reporiing packages received in
scoordance winh paragraph (d) (2] of this sectlion and §__ .225(c) (2) to
appiicable Federal awarding agencles, maintain & data base of completed

al
Federal mgencies, and fcliow up
ed

:
audizte, provide appropvlate Anformation Lo
TLLE he reguired data ﬁc'lection

witr: known auditées which have not- submi
forme angd reporting pachages.

ct

(i}  Clearinghouse address. The address of the Federal clesringhouse
currently designated by 'COMB is Federal Rudit CWearlnghouse Bursau of the
Censug, 1201 E. i0th St*eet e ffersonviile, IN 47122, T e

(37 Electronic flllnq Nothing in rhis part 5ha11'préclude elecrronic
submizeions to the Federal clearinghouse in such manner as may be app?oved by
OMB. With OMB approval, the Federal clearinghouse may rilot test methods of
elecrronic cubmlsslons : )

Subpart D--Federszl Agéncies and Pass-Through Entities
5 L400 Respensibilities.

(a) Cognizant agsncy for audit responsibilities. ERecipients expending
more than $25 million ($50¢ million for fiscal years end g after'December:SI,
2003) & year in Federal awards shall have a cognizant agency foraudit. The
designatesd cognizant agency- for audit shall be the Federal awarding agency
that provides the predominarnt amount of direct Iundlng to a8 rec1pnent unTess
OMB makes a specific cognlzant ‘agency for audit a551gnment s

Following is effeéctive for’ flscal years ending on or be;ore Decambef 31, 2003:

To provide for continuity of cognizance, the determination of the” predomxnant

amount of direct’ funding shall-be.bised upon, direct Federal awards eypended:*n
the recipient's figcal yedrs’ ‘ending-in 1995; 2000, 2005, and v fifth.year

thereafter. For example, audit cognizance for p=rlods endlng in 1997 ‘throlugh

2000 will be determined based on Federal awards expended in. 1993, (Howevnr,.

for Staztes and local governments that expend more than 525 mllllon a year -in-

Federal awards and have prev1ouslyra351gned -cognizant, agencies for audit, the

reguirements of this pnvagraph zre not effective uncil fiscEl years beglnnlng

aftter June >0, 2000. )

Following is nffectlve for fiscal years endlng after December 31 2603 ; -

The determination.of the pr dominant amount of direct fundlng shalllbﬁ bqsed
upon direct Federal: awards'expended in the recipient!. fASCGl ears enﬂ;ng in
2004, 2009, 2014, and every fifth yedr thereafter. F L aundit '
¢ognizance for periods, =nd1ng in 2006 through 2010 will be determlned based on
Federal awards efpended in 200%. (However, for 2001 through 2005, the
cognizant agency for audit is ‘determined based on the predomlnant amount . of
direct Federal awards eypended in the Te:lplent 5 flscal year endlng 1nszDOJ

another Federal avwardiz 1 1

agrees to be the cognwaant agency for audit. ‘Within® L '
reassignment, both the old 2nd the new cognizant agency for augdit: shal
the auditee, and;: if-known . the, auditor of the reass*gnment : Tne cognlzant
agency for audit shall . PR : .

(1) "Prcv de tEchﬁlC&l audit advice and llaﬂson to audltees and

audwtor
{2)+ udites reguasts for ey*en51ons to the report -

Y




supm s on gue date reguirved oy § L2208 . The coonizant agency o audiz
mav srant exlens.ons o0r g00Q Cause.

(3 Obtain or conduct guality zontrol reviews of s=lecced
audlns m auCizors, and provide the results, when

- 1
o -
appronriate, wo other eresred Organizations.
{4) Promptly inform other affected Faderal agencies and
appropriate Pederal law snforcement officials of any direct reporting by the
audizee or iis auditor of irregularities or illegal acts, as reguired by GRGAS
or laws and regulazions.

(5} Bdvise the auditor and, where appropriate, the auditze oi
any defigiencies found in the audits when the deficiencies require corrsctive
action by the auditor. Whan advised of deficiencies, the auditee shall work
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 entitieg of the
facts and make recommendations for follow-up action. Major inadeguacies or
repetitive substandard performance by auditors shall be referred to
appropriate State licensing agencies and professional bodies for disciplinary
action. '

(6) " Coordinate, to the extent practical, audits or reviews
wade by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audits or reviews build upon
audits performed in accordance with this part.

(7} Coordinate a menagement decision for audit findings that
affect the Federal programs of more tchan one agency.

(8) Coordinate the audit work and reporting responsibilities
among auditors to achieve 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) .

() Qversight agency for audit responsibilities. &An auditee which
does not have z designated cognizant agency for audit will be under the
general oversight of the Federal agency determined in accordance with

§ -L05. The oversight agency for audit:

(1 Shall provide technical adviece to auditees and auditors as
reguested.

(2) May asgume all or some of the responsibilities normally

periormed by a cognizant agency for audit.

() Federal awgrding agency responsibilities. The Federal awarding
agency shall perform the following for the Federal awards it makes:

{1} Identify Federal awardg made by informing each recipient
of the CFDA title and 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 necessary to clearly degcribe the Federal
avard.

(2} hdvise 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
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L& Timely Wanner and

157 | ‘Lssign a person responsible-for.p'oa (o2 ng annusl updatse
<f the compliance supplement to OME. - B

idj Fese-through entitv
perform the following for the Fe

ilities. A pass-through entity shall
is 1t makes:

{1y . Ident‘fy Federazl awards made by anorm ne eac =h
=ubvecﬁp4ent of CFDA title and number, award name and number, award year, Iif
the award 1s R&D, and name of Federal agency. Whﬂn some of this information )
i= not aval ab;e,‘the pass-through entity snall prOVﬁae the best, lnformat on -
available to. aﬂscrlbe the Federal award. : : - .

(2 i_Adese subrecipients of ?equ1rements _mposed on’ them by
Federal laws regulatlons and the provisions-.of ;contracts or grant agreements
ag well azs any suppTemental 1'ecp.u.w’emf-'-n..s 1mposed by the pass through entlty

(3) Monitor the activities of subrec1p1ents as nncpssary ‘to
ensure that Federal awards are used for authorized purposes in compliance with
laws, reguWatlons,_and the provisions of contracts or grant agree ements and
that pEVfovmance goals are achieved. i )

(4) | Ensure that subrecipients . 67pend;ng $2.00,000 ($500,000 ‘for
fiscal years ending after December 31, 2002) or:more: ln Federal a‘ards durlhg
the subrecipient's fiscal year have met the andit:
for that fiscal. yea?

(5]: Issue a mansgement d901szon oI audlt"flndlngs ‘within six
mon*hs mfter IECElpt ‘of the sub*ec1plent’5 audlt report and ENSUre that the

{6) ‘Consider whether gubrecipient aundits: necessltate
adjustment of the pass through entityv's own records.

necessqry LOI the pass through Entlty to comply

§ 405 Management dec151on.
: (). .. General. The management aac15¢on shall clearly sta;e wne*hnr or
net: the audit f;ndlng lS sustalned t -f “ihe £ igd ;‘ and the

expected ‘audift
or take orhe
timetable fé
decision;:

aault;onal
for audltor

i Bp provided in E__ 200 (a) (7}, the cognizant
2 ljbe Iespon ikble for- coordlnatlﬁg a nﬁnagemﬁnt dec1sﬂon




in §_ ‘e
managemeant i z
rezipientcs. :9 arr 1g°mﬂn 5 md; be made on
sament among the Federal encies concerned.
o3} tass»"hrsuqh entity. RS provided in § .400(d) (5}, t—he pass-
through enticy shall be regponsible for making the managemsnt decision for
3

audit findings that raiate to Faderal awards it makes to subrecipianis.

td) ime reguirements. Tne zntity responsible for making the
management ﬂecis;on shall do so wizhin six months of rqceiob o»f cthe audit
reporYt. Corrective action shouid bhe initiated within six months after receipt
of the audit report and proceed as rapidly as possible.

(e) Reference numbers. Management decisions shall include the
reference numbers the audivor assigned to each audit finding in accordance
with §__ .510{c).

Subpart E--auditors
§ -500 Scope of audit.
(a) General. The audit shall be conducted in accordance with GAGAS.

The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit ghall include a series of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administersd Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures 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.

() Financial statements. The auditor shall determine whether the
financial statements of the auditee are presented 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 pregented fairly in all material respects in relation to the
auditee's financial statements taken as a whole.

(¢} internal control. (3) In addition to the reguirements of GAGAS,
the auditor shall perform procedutes 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 {(c)(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
relevant to the compliance requirements for esach major program; and

(ii) Perform testing of intermal control as planned in
aragraph (c) (2) {i) of this sesction.

(3) When internal control over some or all of the compliance
raquirements for a major program are likely to he ineffective in preventing or
detecting noncompliance, the planning and performing of testing described in
paragraph {c)(2) of this section are not required for those compliance
requirements. However, the auditor shall report a reportable condition
{including whether any such condition is a material weakness} in accordance
with §__ .510, assess the related control risk at the maximum, and consider
whether T Edditional cowmpliance tests are reqguired because of ineffective
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iz Comzliance . (1) Ic

TC e reguiremants ol GAGRE, The
ree has ComLLl&G with lawe,
TS oY grant agreements That may nave
TE. ME]0Y programs.

Prov.igiong
a2l effect on

ams are Lncluded in the Cme__aﬁ“E supp;ement

) (3) - “Por the compliance requirements related rto Federzl
progvamc contained in-the compilan”e supplement ;- an aud{t\ol these compliance
reguirementes will meet the reguiremencs cf ‘thie .part,  Where thHerg have been
changes to the compliance reguiremznts and the changes are not reflected inm
the compliance supplement, the ‘auditor.shall. determine the current compliance
requirements and meodify the audit procedures accordingly. For those Federal
programs not covered in the compliance supplement, the auditor ‘shéuld use the
types of compl“ance regquirements contzined: in the: compliance supplement as
guidance for idéntifying the types-of compllance requlrem=n*s to test, and
determine the reguirements governing -the Federal program by . reviewing the =
provisions of contracts and grant azgreements and the laws and regulatiens
referred to in su"h contracts and grant agreements

(4} The complﬁance testlng snall 1nc1ude tests of transactiocns
and. such other auditing procedures necessary to provide the auditor sufficient
evidence to support” an opinien-on complﬂance

A

(e} Zudit fcllow-up. The audﬂtor shall Lollow up on prﬂor ‘audit
findings, perform procedures to assesg: the reasonableness of the summary
schedule of prior andit findings DTEpaIEd by the azuditee in accordance with
5___.315(b) and report, &s & current® year laudit -f£inding, when the auditor .
concludes that the summary: -schedule-of ‘pricrsaudit findings materially
misrepresents the status of any priox aud;t flnaﬂng The duditdr ghall
perform audit follow-up procedures regardiess of whether a prlor audit finding
relates to a major program in the currgnt yeams. = - . e -

{f)  Data Collection Form. 'kleequ“ 31 -§. . -320(b) (3), the auditor
shall complete and sign specified s et ong ot ithe: data collection foim.

S .505  Audit repsrting.

~The auditor's TEpoTt (s} may be if. the form. D‘F eathe* combined or
sepa*ate ?eports ‘and_may. be organize ed” dlfferently»from the manner presented in
this, sectlon The dlLOI %, ?eport 5) she state That the audlt WRS .

&l
statements are presented falrly 1n ‘a
generally. accepted dccountihg princi
oplnzon) as to hether the schedule

s*atemnn*s taken ag a whole

(b) A report on n*ernal contvol reﬁateu torthe flnanClal statements
and wajor programs. This report shall descrl i =Yole):
1DE&IHQ1 control and the results of - the teets

2 report on coleﬂance with. iaws,fregulatLOns and the provisiocns
: : = ‘ Wlth whlch could- have 2




mater.al elfect orn the Ilnanc.a. ~ementsa This report 3hall slsn Inciluds
ar 2oinion or disclaimer of opl as o whneiper he auditse Tomplied w
laws, regulations, and the provisicns of zontracis oSy grant agresments wid
zouid havs a direct and material =2Isct on sach melor program, and, whers
anplicable, refer Zo the ssparate schedule of findings and guestionsd costis
described in saragraph (&) of this sestion.

idi b achedule of findings and guestioned costs which shall inciude
the Inllowing three components:

113 A summary of the auditor's ressul:is which shall incliude:

(i} The type of report the auditor issued on the
financial statemsnts of the auditee (i.e., ungualifiesd opinion, gualiiied
opinion, adverse apinion, or disclaimer of opinion);

(i1} Where applicable, a statement that reportable
conditions in internal contrel were disclosed by the audit of the financial
statements 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 auditese;

(iv) Where applicable, a statement that reportable
conditions in internal control over major programs were discloged 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., unogualified opinion, gualified opinion, adverse
opinion, or disclaimer of opinion};

{vi) A statement as to whether the audit disclosed any
audit findings which the auditor iis required to report under § L5100 (a);

(vii) An identificatiom of major programs;

(viii)The dollar threshold usad teo distinguish between

Type A and Type B programs, as described in § .520(b}; and
{ix) B statement as to whether the auditee qualified as
a low-risk auditee under § .530.
(2) Findings relating to the financial statements which are
required to be reported in accordance with GAGAS.
(3} Findings and¥questi0ned cogts for Pederal awards which
shall include audit findings as defined in § .510(a).
(i) audit ‘findings {e.g., internal control findings,

compliance findings, gquestioned costs, or fraud) which relate to the same
iszsue should be presented as a single audit finding. Where practical, audit
findings should be organized by Federal agency or pass-through entity,

(i1} hAudit findings which relate to both the finznecial
statements 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 section of the schedule may be in
summary form with a reference to a detailed reporting in the other sectiom of
the schedule.

8 .510 Audit findings.
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findincs repgrTed:.. Toésautitor ghal
in e scnedureiel findings-and.gusstioned

'oe;cu ng

keportable zonditicone in internal ©ont: mzjor
suditor s determinarion of whether a.deficiency in internal
hortable condition for the purpose of vepo*t;ng an’ aud:it
lation To & type of compliance reguirement fdr a major program
Sctive 1denti Eec.en e comp; EnCE. aupﬁ\emen* The auditor
=portanle conditions wnicb TE =_1"1cL1uu.c:n_mlPy or cymulatively

12} Material noncompliance with the provigions of laws,
regulations, CONRIracts, Or grant agreements related LG & major program. The
anditoxr’ s'det61mination of whether a. ncncomleance with, Tthe prcv1=lcn= of
laws, regulatibns; contracts, T grant agreements. is, ma*erlal for the purpose
of *eportlng an audlt f;ndlng ig in relation to & type.of hQmpleance )
reguiremernit for a major program or art audat obgectlve ldentlxged in the o
compliance supplement. v ; . o

3y ‘Known guesticned costs: whlch are greatgr than $£30,000 for
a type of compliance requerement for “a majoriprogram. . Known quesrloned COSLE
are those specificslly identifieéd by the ~audit +In. evaluatlng the” effect cf
guzstioned costs on the opinion on'compkiance,-the aud%tor conswders the best
estimate of total costs guestioned {(likely questloned costs), miot” just the ~
questﬁoned costs specifically identified {lnowy . guesticned costc) The
auditer shall also report known guestioned ‘costs when llkely guestioned costs
are greater than $10,000 for & type of compllance requirement for a major
program. In reporting guestiomed costs, the auditor shall include information
Lo provide’ p*op=r perspective for judclng the preva1ence and consequences of .
the guestioned coste. : . e -

(d) ¥nown questloned c”St
a Federal program which is not" aul
follow-up,  the auditor is not reguire aunﬁe? shisun L P
procedures for such a Federal program; therefore, the audltor w1ll nDrmally
not find questioned costs for a program which.dss not addited- as, & majcr
program-lhhowever, 1: the audltcr does become aware of questloned costs for-a

auditee ln accordance with § .
any prlcf_audlt flndlng )

sented in-

dit find gs- shall be pr

ﬁe audlteé’

suFe;_1En
ot :_eral

corpective




cnoruded, as applizanle, in aud.: Zindings:

(L) Fadera) program and speciiic Faderal award identificazion
wnziuding the CFDAR title and numbsy, Fedsral award number and yzar, nams of
Federal agency, and name of the applicable pass-through enticy.  When
information, such as the CFDA ticle and number or Federal award number, L5 not
aval.able, the auditory shall provide the besst information available to

describe the Federal award.

{2) The ¢ x
finding iz based, inciuding statutory, regulatory, or other citatcion.

(3) The condition found, including facts cthat support the
deficiency identified in the audit finding. : _

(4} Identification of questioned costs and how they were
computed.

(5] Information to provide proper perspective for judging the
prevalence and consequences of the audit findings, such as whether the audit
findingg represent an isclated instance or s 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 value.

(&) The possible asserted effect to provide sufiicient
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. )

(B) Views of respongible officials of the auditee when there
is disagreement with the audit findings, to the extent practical.

(c) Reference numbers. Each audit finding in the schedule of findings
and guestioned costs shall include a reference number to allow for easy
referencing of the audit findings during follow-up.

§ .515 Budit working papers.

(a) Retention of working papers. The auditor shall retain working
papers and reports for a minimum of three years after the date of issuvance of
the auditor's report(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 awars
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
reporcse.

(p) Access to workindg wapers. Audit working papers shall be made
available upon raguest to the cognizant or oversight agency for audit or its
designee, a Pederal agency providing direct or indirect funding, or GAD at the
completion of the audit, as part of a guality review, to resolve audit
findings, or to carry out oversight responsibilities congistent with the
purposes of this part. Access to working papers includes the right of Federal
agencies to obtain copies of working papers, as is reasonable and necassary.
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g LIZG Mzjor prégram dersrminstion. -l

Hj

[ iisé & risr-bas=d deYc;ﬁr rg dens:

&) Gensra: ne suditor shall rmine
Wi ~h Federal programi are mEjor - programs’’ Tois risk- -based app‘OaCh shall
inc_ude considerarion of Current "and pricr audit experienge,- oversighr. by
Federal agencies and pass-through gntitiss, and the inherent rishk of the
Federal program. The process in Laragraphs (b) through (i) of this section
shall be fol 70w~c. e P b : :

1) Srep 1 {1} The auditor shall identify thne larger Fesderal

programs, which shall bs labeled Type & programs. Type A programs are dzf ined
g5 Federal programs with Federal awardn expendec during the audit period
exceeding the larger oi: ‘

(i) $300,000 OF three percent {.0%) of total Federal
awarde °hp°ﬂﬂ°d in the casze of an alditee for which total Fedexrsl awards
expendsc egual or exceed $300,000 but are less than or =qual, to, 9100 mllllon.

(111 $3 m;lllon or three-tenths .of one percemt (.003) of
total Federzl awards expended in the case of an auditee. for wh;ch total
Federal awards expended excend $100 mllllon but are less than or equal to $10

billionm. :

: {(1ii) £30 million or 15 hundredchs of one parcent (.0015)
of total Federal awards expended in the case of an auditee for which total
Federel awards expended excesed $10 billion.

(2) Federal programs not labeled Type A undér paragraph (E)(l)
of tnlq secticn shall be 'abeled Type B programs

: [°) The 1nclu51on of ?arge loan’ and 1oan guarantees (lbans)-L
should not result in the Eyclu51on of “&ther Urograms as- Type & p ograms.," =
s Federal program providing loans 51gnlflcantly afférts the'mipber or’ size o
Type A programs, the auditor shall,con51der this Federal progzam as. & Type A
program and exclude its- valu=5 1n determlnlng other Type R programs

14} For blennlal,audlts pefmltted under § 220 th=
determlnatlon of Type A .and T programs shall be based upon the FedE?al
awards expended during the two edl P rlod

(c) Step 2. 1} The B 1tor”sha11 1dent14y Type A pr@grams Whlch aIE
low-risk. For a Type A program to L€ considered low-risk, it shall have .been
audited as a mejor program in g legstione of the twe most recent audit

pericds [in the wost. recent au \_n'the case of & bienndial andit),
vand;” in the most recent audit period, . it 5iall“have had novaudit:findings .. .
under § .510(a). However, the ay ,may use, Judgment . amd consider. that..
audit findings from questloncd costs” der’ 5. 510(a)(3) and  §¥L .5

fraugd under § 0 .510{a} (6}, and udlt follow up for the summary: schedule of

prior audit findings: undex;, 5
frqm_be;ng low rﬂsk. “The: audlt
§_ 5259 d) ), §_ - 525(c1)(-

doinot’ precludﬁ thﬁl
Gonsidéry the CTiter
' 525(d)( the ‘re sl
1

program have 51gn1f1cant1y‘; ;
determining whether a Type A program 1g lOW risky

ow-r1s} ‘For example, 1t may “De- necessary
auﬁlted as. major each year at: partlcu_az
agengy to comply with the Govérnment -

6. C:+.3515). The Federal agency shall.
”thp‘auultor at lezst |BD'd rlpr_tofthe

,for a_largeflype A*program




“iy The guditor shall lo2
high- risk using professicnal judgment and the o
snould <he audivor select Option 2 under S:iep 4

tnis section), the auditor is not reguired to identify mors high-risk Type 2
srograms than the number of low-risk Type A programs. .Exoeept for known
reporiaple conditions ip internal control or compliance problems as discussed
in §_.525(b) (1), § _ .525(b) (2}, and §___.525(ec) (1}, a single criteria in

s _ 7525 would seldom cause a Type B program to be considered high-rishk.

vy Step . y Type B programs whizh ave
i §_ .525. Hows=wer

Savagraon Te) (2) (i) (B) o%

AL I

12} The auditor is not expected to perform rigk assesgments on
relavively small Pederal programs. Therefore, the auditor is only reguired to
periarm risk assessmences on Type B proagrams that exceed the larger of:

{1} $100, 000 ©or three-tenths of one parcent (.003) of
total Federal awards expended when the auditee has less than or equal to 5100
millien in total Federal awards expended.

{ii) $300,000 or three-hundredths of one pesrcent (.0003)
of total Federal awards expended when the auditee has more than 5100 million
in total Federal awards expended.

{e}) ~ Step 4. At a minimum, the auditor shall audi® all of the
following as major programs: :

(1) A1)l Type & programs, except the auditor way exclude any
Type A programs identified as low-risk under Step 2 {paragraph {c) (1) of this
section) .

{2y (i) High-risk Type B programs as identified under
sither of the following two options:

(B) Option 1. At least one half of the Type B
programs identified as high-risk under Step 3 (paragraph (d) of this section),
except this paragraph (e) (2) (i) (A) does not require the avditor teo audit more
high-risk Type B programg than the number of low-risk Type A programs
identified as low-rigk under Step 2.

{B} Option 2. ©Cne high-risk Typs B program for
each Type A program identified as low-risk under Step 2.

(ii) When identifying which high-risk Type B programs to
audit ag major under either Option 1 or 2 in paragraph (e} {2) (i) {a) or (B),
the auditor is encouraged to use an approach which provides an opportunity for
different high-rigk Type B programs to be audited as wmajor over a period of
‘time. .

{3} Such additional programs as may be necessary to comply
with the percentage of coverage rule discussed in paragraph (f) of this
section. This paragraph {e} (3) may require the auditor to audit more programs
as major than the number of Type A programs. .

(£) 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 awardsg expended. If the
auditee meets the criteria in § _ .530 for a low-risk auditee, the auditor
need only audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended. .

(g) Documentation of risk. The auditer shall document in the working
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DEpers The riszk anelveEis process used in de:erLi;_na m;jrf p~ggvgme

(n) Luditsr i SJudgment . Wnen thne MEIOr-o DX og“an aete*menat

oL wa .
perfsrlee and documenzed in accordance witn This REXT, the auditor's juigmeht
ir applying thné.risk-based EPDTGaCL ol determ_ne major programs shall be
presumed correct.. Challé nges by Federal agencies and Bass-through enticies
shall only be forx clearly improper use of the gul danﬂe in-this parc. . However,
Federal agencies and rass-through enrities may provide auditors QU'GQD e .amout
the risk of a partlculaz Federal program and The auditor shall congider ih;g
guidance in détermining mejor rugiams in audits not JeL ”omp;e ed.

1) Devietion fromuse of risk criteria: For- F1*st yeaf audics, the
suditor may elect to détermine major programs as zll Type B programs p;us any.
Type B programs as necess;ry t¢ meet the percentage of coverage rule. discussed
in paragraph (f) oflthis se&ction. Undéer this option;: the: anditor would not be
required to perform the procedures discussed in paragraphs {c), (4).- and (e)
of thig sectiom. . '

{1)"' A flrst year audit is the first yeaz the entlty ig  audited
under this part or. the flrst year of a cnange of* audltors 'n_rﬁw‘ .

{(2) - To érisure that & frequent change. of audltors would not-
preclude zudit of high-risk Type E programs, this election for first- yeav s
audits may not be. used by an audltee more than cnce in every three years.
5 .525 Criteria for Federal program risk. '

o ), RN
{a) Generzl. The auditor's determ’natlon should be. based on an

overall evaluation:of, the wisk of. noncompliance occurring which could be
material to the Pederal - program The auditor shall usé-alditor judgment and

consider criteria; such as desctibed in paragraphs (b)Y, (), sand {d).

section, to identify risk in Federal programs.  RAlsoc, ag part of the rls_ e

analysis, the auditcr may wish to giscuss. a. pa*tlcuTar Eederel program with

audltee management and the Federal agency oxr’ ‘pass-throtghyenmritys ™ » -~ e oo
(b) Current and prior audﬂt eygerlence B (1)“;WéékﬁESSEB'in internal

control over Federal programs .would indicate higher risk. “on51deratlon
should be given to the control envxronment oyer Pederal
factors as the eypectatlon of management s adherence t

.regulations and the,prov'51one of contracts and grant agreements and the

the entlty

passed through to subreclplents, a weak system for monltorlng subrec1p1ents
would Lndlcate hlghe : :

udlt flndlngs would lndlcate
atlons identified in the- audl

(2)
.part1cu1ar7y whe
Elgfll.q. cant J_mp




may be of h.ogher i3k than Federal programs recently auditsd ar meior programs
o i

vilthoun aunl

<) Jversight exercised pv Federal agsncies and pass-t"hrough encities .
i) Oversight axercised by Federal agencies or pasgs-through snzticies could
e rizk. For example, rzcent moniioring or Giher reviews periormed Dy
csight engicy which disclosed no significant problems would indiczate
1
e

isk. However, monitoring wiiich disclossd significant problems would
nigher risk.

129 " Federal agenciss, with the concurrence of OM3, may
rdentiiy Pederal programs which ars higher risk. OMB plans co provide thus
idencification in the compliance supplement.

id) Inherent risk of the Federal program. (1} 7The nature of a
Federal program may indicate risk. Considerationm should be given to the
complexity of the program and the extent to which the Pederal program
zontracts for goods and services. For example, Federal programs that disburse
funds through third party contracts or have e£ligibility criteria may be of
higher rigk. Federal programs primarily involwving staff payroll costs may
have a high-risk for time and =ffort reporting, but otherwise be at low-risk.

(2) The phase of a Federal program in its life cycle at the
Federal agency may indicate risk. For example, a new Federal program with negw
or interim regulations may have higher risk than an established program with
Lime-tested regulacions. Also, significant changes in Federal programs, laws,
regulaticns, or the provisions of contracts or grant agresments may incrsase
risk.

(3} The phase of a Federal program in its life cycle at the
auditze may indicate risk. For example, during the first and last years that
an audibtee participates in a Federal program, the risk may be higher due to
start-up or closeout of program activities and staff.

(4} Type B programs with larger Federal awards expended would
be of higher risk than programs with substantially smaller Federal awards
expended. :

§ .530 Criteria for a low-risk auvditee.

An auditee which meets all of the following conditiong for each of the
preceding two years (or, in the case of biennial audits, preceding two audit
periods) shall qualify as a low-risk auditee and be eligible for reduced audit
coverage in accordance with B___ .520:

{a} Single audits were performed on an annual basis in accordance with
the proviszions of this part. A non-Federal entity that has biennial audits
does not gualify as a low-risk auditee, unless agreed to in advance by the
cognizant or oversight agency for audit.

{b) The auditor's opinions on the financial statements and the
schedule of expenditures of Federal awards were unqualified. However, the
cognizant or overgight agency for audit may judge that an opinion
gualification doss not affect the management of Federal awards and provide a
walilver.

{c}) There ware no deficiencies in internal control which were
identified as material weaknesses under the reguirzments of GAGAS. However,
the cognizant or oversight agency for audit may judge that any identified
material weaknesses do not affect the management of Federal awards and provide

a wailver.
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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 gveru o Seviiwe s Assencigloed a
[corporation, partnership, dba)], whose business address is: gpes ctovences fo<e .

Bacr gapdt<soS, oA oz / (hereinafter referred fo 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 1996 ("HIPAA") and regulations promuigated 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 Regulations.

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

¢. 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 individual upon Covered Entity’'s request in order to meet the
requirements under 45 CFR § 164.524.

ATTACHMENT E
PAGE 1 of 5 PAGES




gd.

Amendment of Protected Health Information Business Associate agrees to promptly make
any amendmeni(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 tc 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 would 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
health 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 o 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
health information to provide data aggregation services to covered entity as permitted by 42
CFR § 164.504(e)(2)(i)(B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(i)(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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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction 1o 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 to 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.

c. 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 fimit
further uses and disclosures of such protected health information to those purposes that

make the return or destruction infeasibie, 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.

MISCELLANEOQUS

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 1896. Amendments must be in writing and signed by the parties to the Agreement.

¢. Survival. The respective rights and obligations or Business Associate under Section B(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

Regulations 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. o

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 Developrent 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 officiais 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 {o 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)

a Mo gy Jevpices Assoo
{corporation, partnership, individual)

rz-¢s 209 BYW

(person legally alle organization)

Title: ﬁss::z};‘ée pj’rgdu\/

, 20 By:
(person legally allowed to bind organization)
Title:
CITY OF LONG BEACH, a municipal corporation
(( g .20 [© By: &_“ _—  Assistant City Manager
C(;I‘?[/ anager or designee TT&E%CTQONM
The foregoin Agreement is hereby approved as to form this 4 Th day of

, 20D

ROBERT E. SHANNON,
City Attorney or designee

By: \ M”

Deputy ~
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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. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or
debarment. ‘

The recipient of Federal 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,” * primary covered transaction,” “principal,” “proposal,”
and “voluntarily excluded,” as used in this clause, have the meanings set out in the
Definitions and Coverage sections of rules implementing Executive Order 12549.

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, uniess 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 fransactions.

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 foregoing shail be construcied 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 Govermment, the
department or agency with which the transaction originated may pursue availabie
remedies, including suspension and/or debarment.

The regulations impiementing 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 ineligibie 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 AQencY: gfvwe a ~J Sty g v ASsore

Name and Title of Authorized Representative: ogca~ Do , Ao socrabe HDivestey

@_h LAY

Signatuee” C/\ Date
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CERTIFICATION REGARDING LOBBYING

1
Contractor(s) and lobbyist firm{s), as defined in the Los Angeles County code Chapter 2.160 (ordinance 83-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, 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 behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penaities. The undersigned certifies, to the best of
hisfher knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with 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 coniracts under grants, iocans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is @ material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title* 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each

such failure.
Agreement Number; Contract Agency: gfue x s, Seyp ies s Asaoss .
Name and Title of Authorized Representative: g ece~ o Ag o | s ocoile orvedtfor

ST s
Sigpature — O Date
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