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CONTRACT FOR SOCIAL SERVICES

31489

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 SERRA ANCILLARY CARE CORPORATION, a
California nonprofit corporation (“Organization”), with offices located at 8235 Santa
Monica Bivd., Suite 200, West Holiywood, California 90046, 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, THEREFQRE, |p gqnsideration of the terms and conditions
contained in the Contract, tHé parﬁés agree aé follows:

Section 1. The above recitals are true and correct and are incorporated
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in the Contract.
Section 2.
A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
entitled “Office of Management Budget (OMB) Circular A-110", Attachment “D”
entited OMB Circular A-122", Attachment “E” entitled “OMB Circular A-133",
Attachment “F” entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G”
entitled “Certification of Debarment”, and Attachment “H” entitled “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.
B. Organization shall adhere to all policies, procedures, rules
and regulations established by HUD and sources including but not limited to the
OMB Circulars, Code of Federal Regulations, United States Codes, City of Long
Beach Grants Monitoring Guidelines, this Contract, the City’s contract with HUD
for the funds dispersed under this Contract, the Request for Proposal (“RFP”),
Organization’s proposal in response to the RFP, and all Information Bulletins
issued by the City's Department of Community Development, Neighborhood
Services Bureau. In addition to and without in any way limiting the foregoing,
Organization shall comply with all laws and regulations set forth in 24 CFR Part
570.
Section 3. The terms of this Contract shall commence at midnight on
October 1, 2009, and, unless sooner terminated as provided herein, shall terminate at
11:59 p.m. September 30, 2010.
Section 4.

A. Organization shall affirmatively and aggressively use its best
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efforts to seek and obtain all possible outside funding and in-kind cash match at a
dollar for dollar rate of funds received from the City under this Contract. Further,
Organization shall maintain cash reserves equivalent to three (3) months of
funding necessary to provide services under this Contract.

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Fourteen Thousand Dollars ($14,000.00) over the
term of this Contract. These funds shall be used to provide services within the
City of Long Beach. Upon execution of this Contract, the City shall disburse the
funds payable hereunder in due course of payments following receipt from
Organization of billing statements in a form approved by the City showing
expenditures and costs identified in Attachment “B”.

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

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

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

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

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

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

funds to the City. For this reason, failure of Organization to submit the final invoice
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1 and reports within fifteen (15) days after the end of the Operational Year may

2 result in loss of reimbursement of funds.

3 H. The City reserves the right to withhold payment of an invoice

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

5 discretion, or Organization’s cure of a breach of or noncompliance with this

6 Contract, as determined by the City in its sole discretion, after being notified of

7 such breach by the City.

8 l. All reimbursement by the City is contingent upon the City’s

9 receipt of funds from HUD. The City reserves the right to refuse payment of an
10 invoice until such time as it receives funds from HUD sufficient to cover the
11 expenses in the invoice.
12 Section 5.
13 A. Organization’s records relating to the performance of this
14 Contract shall be kept in accordance with generally accepted accounting principles
15 and in the manner prescribed by the City. Organization’s records shall be current
16 and complete. The City and HUD, and their respective representatives, shall have
17 the right to examine, copy, inspect, extract from, and audit financial and other
18 records related, directly or indirectly, to this Contract during Organization’s normal
19 business hours to include announced and unannounced site visits during the term
20 of the Contract and thereafter. If examination of these financial and other records
21 by the City and/or HUD reveals that Organization has not used these grant funds
22 for the purposes and on the conditions stated in this Contract, then Organization
23 covenants, agrees to and shall imnmediately repay all or that portion of the grant
24 funds which were improperly used. If Organization is unable to repay all or that
25 portion of the grant funds, then City will terminate all activities of Organization
26 under this Contract and pursue appropriate legal action to collect the funds.
27 Alternatively, to the extent the City has been refusing payment of any invoices, the
28 City may continue to withhold such funds equal to the amount of improperly used
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grant funds, regardiess of whether the funds being withheld by the City were
improperly used.

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

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

Section 6.

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

transfer; recruitment or recruitment advertising; lay-off or termination; rates of pay
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or other forms of compensation; and selection for training, including
apprenticeship.

B. Organization shall permit access by the City or any other
agency of the County, State or Federal governments to Organization’s records of
employment, employment advertisements, application forms and other pertinent
data and records for the purpose of investigation to ascertain compliance with the
fair employment practices provisions of this Contract.

Section 7.

A. In performing services hereunder, Organization is and shall
act as an independent contractor and not as an employee, representative or agent
of the City. Organization’s obligations to and authority from the City are solely as
prescribed herein. Organization expressly warrants that it will not, at any time,
hold itself out or represent that Organization or any of its agents, volunteers,
subscribers, members, officers or employees are in any manner officials,
employees or agents of the City. Organization shall not have any authority to bind
the City for any purpose.

B. Organization acknowledges and agrees that (a) the City will
not withhold taxes of any kind from Organization’s compensation; (b) the City will
not secure workers’ compensation or pay unemployment insurance to, for or on
Organization’s behalf; and (c) the City will not provide and Organization and
Organization's employees are not entitled to any of the usual and customary
rights, benefits or privileges of City employees.

Section 8. This Contract contemplates the personal services of
Organization and Organization’s employees. Organization shall not delegate its duties or
assign its rights hereunder, or any interest herein or any portion hereof, without the prior
written consent of the City. Any attempted assignment or delegation shall be void, and
any assignee or delegate shall acquire no right or interest by reason of such attempted

assignment or delegation.
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Section 9.  Organization shall indemnify and hold harmless the City, its
Boards, Commissions, and their officials, employees and agents (collectively in this
Section “City”) against any and all liability, claims, demands, damage, causes of action,
proceedings, penalties, loss, costs and expenses (including attorney’s fees, court costs,
and expert and witness fees) (collectively “Claims” or Individually “Claim”) arising, directly
or indirectly, out of any negligent act or omission of Organization, its officers, employees,
agents, subcontractors or anyone under Organization’s control (coliectively “Indemnitor”),
breach of this Contract by Organization, misrepresentation or willful misconduct by
Indemnitor, and Claims by any employee of Indemnitor relating in any way to workers’
compensation. Independent of the duty to indemnify and as a free-standing duty on the
part of Organization, Organization shall defend the City and shall continue such defense
until the Claim is resolved, whether by settlement, judgment or otherwise. Organization
shall notify the City of any Claim within ten (10) days. Likewise, the City shall notify
Organization of any Claim, shall tender the defense of such Claim to Organization, and
shall assist Organization, as may be reasonably requested, in such defense.

Section 10.

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

(1) Commercial general liability insurance (equivalent in
scope to ISO form CG 00 01 11 85 or CG 00 01 11 88) in an amount not
less than One Million Dollars ($1,000,000) per occurrence and Two Million
Dollars ($2,000,000) general aggregate. Such coverage shall include but

not be limited to broad form contractual liability, cross liability, independent

8
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contractors liability, and products and completed operations liability. The

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

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

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

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

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

and Commissions and their officials, employees and agents.

(2)  Workers' Compensation insurance as required by the
California Labor Code.

(3) Employer’s liability insurance in an amount not less
than One Million Dollars ($1,000,000) per claim.

(4) Professional liability or errors and omissions insurance
in an amount not less than One Million Dollars ($1,000,000) per claim.

(5) Commercial automobile liability insurance (equivalent
in scope to ISO form CA 00 01 06 92), covering Auto Symbol 1 (Any Auto)
in an amount not less than Five Hundred Thousand Dollars ($500,000)
combined singie 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 handiing of funds by employees, agents or
representatives of Organization who sign as the maker of checks or drafts
or in any manner authorize the disbursement or expenditure of said funds.

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

Manager will consider waiving the requirement if Organization can demonstrate to the
9
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satisfaction of the City’'s Risk Manager that Organization has no exposure, that the
coverage is unavailable or that the coverage is unaffordable. If a request for a waiver is
desired, Organization must submit a signed document on Organization’s letterhead to the
Director of the City’s Department of Community Development, Neighborhood Services
Bureau, who will forward it to the City’s Risk Manager, providing reasons why the
insurance coverage should be waived. Waivers will be considered on a case by case
basis.

B. Any self-insurance program, self-insured retention or
deductible must be separately approved in writing by the City’'s Risk Manager or
his/her designee and shall protect the City, its Boards and Commissions, and their
officials, employees and agents in the same manner and to the same extent as
they would have been protected had the policy or policies not contained retention
or deductible provisions. Each insurance policy shall be endorsed to state that
coverage shall not be reduced, non-renewed or canceled except after thirty (30)
days prior written notice to the City, and shall be primary and not contributing to
any other insurance or self-insurance maintained by the City. Organization shall
notify the City in writing within five (5) days after any insurance required herein has
been voided by the insurer or cancelled by the insured.

C. Organization shall require that all contractors and
subcontractors that Organization uses in the performance of services hereunder
maintain insurance in compliance with this Section unless otherwise agreed in
writing by the City’s Risk Manager or his/her designee.

D. Prior to the start of performance or payment of first invoice,
Organization shall deliver to the City certificates of insurance and required
endorsements for approval as to sufficiency and form. The certificate and
endorsements for each insurance policy shall contain the original signature of a
person authorized by that insurer to bind coverage on its behalf. In addition,

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

10
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required herein, furnish to the City certificates of insurance and endorsements
evidencing renewal of such insurance. The City reserves the right to require
complete certified copies of all policies of Organization and Organization’s
contractors and subcontractors, at any time. Organization shall make available to
the City's Risk Manager or his/her designee during normal business hours all
books, records and other information relating to the insurance coverage required
herein.

E. Any modification or waiver of the insurance requirements
herein shall only be made with the approval of the City’s Risk Manager or his/her
designee. Not more frequently than once a year, the City’'s Risk Manager or
his/her designee may require that Organization, Organization’s contractors and
subcontractors change the amount, scope or types of coverages required herein if,
in his or her sole opinion, the amount, scope or types of coverages herein are not
adequate.

F. The procuring or existence of insurance shall not be
construed or deemed as a limitation on liability relating to Organization’s
performance or as full performance of or compliance with the indemnification
provisions of this Contract.

Section 11.

A. Organization shall comply with all requirements of the City's
Municipal Code relating to building code standards in undertaking any activities or
renovations using grant funds.

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

C. Organization shall provide reports as required by the City and
11
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HUD and as required herein.
D. In addition to, and not in substitution for, other terms of this
Contract regarding the provision of services, Organization shall not:

1) Represent that it is, or may be deemed to be, a
religious or denominational institution or organization or an organization
operated for religious purposes that is supervised or controlled by or in
connection with a religious or denominational institution or organization.

(2) In connection with costs of its services hereunder,
engage in the following conduct:

(a) discriminate against any employee or applicant
for employment on the basis of religion;

(b)  discriminate against any person seeking housing
or related supportive services only on the basis of religion or limit
such services or give preference to persons on the basis of religion;

(c) provide religious instruction or counseling,
conduct religious worship or services, engage in religious
proselytizing, or exert other religious influence in the provision of
services or the use of facilities and furnishings;

(3) The portion of the facilty used for housing or
supportive services only assisted in whole or in part under this Contract or
in which services are provided that are assisted under this Contract shall
contain no sectarian religious symbols or decorations.

E. Organization shall provide human or social services to very
low, low and moderate income residents of the City with assistance in obtaining:

(1)  Appropriate supportive services, including transitional
housing, permanent housing, physical health treatment, mental health
treatment, counseling, supervision and other services essential for
achieving independent living; and

12

LT:bg A09-03596
L:\Apps\CtyLaw32\WPDocs\D012\P010\001866 11.DOC




O O 0o ~N O O h~A W N -

. N, N . ™™ U
O 0 A WO N -

OFFICE OF THE CITY ATTORNEY
ROBERT E. SHANNON, City Attorney
333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

N N N N N N N NN =2 a2 A
o ~N O 0 b~ W N a2 O 0 0o ~N

(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 Blvd., Suite 1700, Long Beach, California 90802
13
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Attn: Manager, Department of Community Development, Neighborhood Services Bureau,
and to Organization at the address first stated herein. Notice shall be deemed given on
the date personal delivery is made or the date shown on the return receipt, whichever is
earlier. Notice of change of address shall be given in the same manner as stated herein
for other notices.

Section 15. The City Manager or his/her designee is authorized to
administer this Contract and all related matters, and any decision of the City Manager or
designee in connection herewith shall be final.

Section 16. Organization shall have the right to terminate this Contract at
any time for any reason by giving thirty (30) days’ prior notice of termination to the City,
and the City shall have the right to terminate all or any part of this Contract at any time for
any reason or no reason by giving five (5) days’ prior notice to Organization. [f 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.

"
14
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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.

SERRA ANCILLARY CARE
CORPORATION, a California nonprofit

corporatio
January, 14 , 2010 By ZQ)XQQAM

U President
Brenda Goodman, R.PH

Type or Print Name
Arvate

January, 14 , 2010 By M o) ﬂ%«

v Secretary
Sallie L. Olmsted MacKinnon

Type or Print Name

“Organization”

CITY OF LONG BEACH, a municipal
corporation Assistant City Manager

|- 15 L2010 By 5\/

City Manager To SECTION 301 §
THE CTY
“City,l

This Contract is approved as to form on :rWM [ ‘7 , 20 _/Q

15
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City of Long Beach
Social Service Grant {SSG) Program 2009-2010

Scope of Work
AGENCY NAME: Serra Ancillary Care Corporation GCONTRACT NUMBER:
PROGRAM OBJECTIVE:
QUARTER 1 QUARTER 2 QUARTER 3 QUARTER 4
: Total Goals 101112131 111-3131 4/1-6130 71-9/30
Goals: (-Year)
Actual Cumulative Actual Cumulative Actual Cumulative Actual Cumuiativa

1. By the end of the operating year, §0% of program participants will

successfully observe payment of utilities and remain in permanent 26

housing for six months or more.
2. By the end of the cperating year, §5% of program participants will

successfully abserve payment of utilities and remain in permanent

housing for one year or more. 21
3. By the end of the operating year, 80% of program participants will

successfully observe payment of rent or mortgage and remain in

permanent housing for six months or more. 26
4. By the end of the operating year, 65% of program participants will

successfully ohserve payment of rent or mortgage and remain in

permanent housing for one year or maore .

Total Undupticated Clients Served: 33

2\ o

Signature ./

550G Scope of Work 09-10 {Declid s

Atlachrment "A"
Page 1 of 1

12172009, 1148 AM
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Program Budget for

CITY OF LONG BEACH
Social Services Grant Program 2009-2010
AGENCY: Serra Ancillary Care Corporation_ City Contract #

ITEM/PERSONNEL

ALLOCATION

BUDGET JUSTIFICATION

TOTAL PERSONNEL

Total Personnel to be Reimbursed

OPERATIONS
{iDirect Client Assistance $14,000 Housing & Utilities
TOTAL OPERATIONS $14,000 Total Operations to be Reimbursed
TOTAL PROGRAM BUDGET/CLB CONTRACT h - $14,000  [Total Program Amount to be Reimbursed
| : - £ ol b
585G 0910
W ' M : Altachment "B"
Signature [ Page 1 of 1
1/14/2010

SSG Program Budget 09-10 Btank[1].xis
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BPARTS 200-214 [RESERVED]

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

Sec
21400 ADOuL whar parl
Subpon A—General
21l Purpose.
21i.¢ Leliniuons.
21f.2 Effeci or other issuznces.
Si8¢ Devizlions
2155 Subawaras

Subpar b—Fre-Award Reguiremnenis

2151¢ PuTIpose.

1511 Pre-ewart policies.

9i£.1?2 Forme for appiying {or
anGE

Fegeral 4ssis-

:.12 Deparment an¢ SUSPension.

bi

01514 Epecial awerc conditions,

41515 MMeinc sySuvell of Ineasnrement.,

21£.26 Fesource Conservatlon ant Recovery
LXO#

21517 Certifications and representalions

Subzar C—Fesi-Award Reguiremenis

FINANGILL AND PROGRAN MANAGEMENT

218,20 Purpose of
management.

4if.2r Btandaras
SVELEINE

2.£.80 Fayment

financlal ant program

{or financial niznagement

482 CGos: sharing or ISALCRINg,
2.0.248 Frogram income
21028 Fevision O Oudgel and  Rroglram

TLATIE.

21026 Nor-Federa! zudiie

2:86.27  Aliowalie co5s

2082 Ferind of avalialniity of lunds

23828 Conditional exemptions

PLOPERTY BTALWLARDE

21L.3F Purpose of property standaras

212,30 lnsurance Coverage,

210,32 Fea! property

21588 Federaliv-owned wnd exempt plop-
ety

2il.ss _;:;npr'nem

21030 Supplies wnf pther eXpsnciabie Propb-
£ILY

[ER)

2iist

41580

LIONS1

TROCULEMENT ST ANLARDE

“llal

Furpose 07 proSUreInent SLandarae
Fecipitnt responsibiiities

Coudes o cOnOLCL

216 45 CompeiiniCL.

21844 Prosureruent procedares
21545 Cost 2Nt pUice endlVsiE,
2154t Frocurement reccros
21£.47  Coenvract adrmuniSlraLiorn

1{ 4F  Contratt provisions
REPORTE AND EECORDS
21560 Furpoese of reporis end records
21551 MonRitoTiDE &DG TePOrting pProgralr
periormanse.
21568 Tinancia. renorting.
21£.52 Eetenticn znd A2CESS TEQUIrEITEentc

{for records.
TERMINATION AND BNFORCEMERT
218,60 Purpose o! terminalion and enicree-
ment
216,61 Termination
%62 Enforcement.

Subpart D—Afierthe-Awarc Reouiremenis

215.70 Furpose.

2181 Closeoul procsdures

21£.72 Bupseguent adiustments  end
wunmng responsibilities.

22078 Collection of emnounils Gre.

LFPERDIY A TG Fa
SIONE

ClTs-

T 2~ ONTRACT

FROVI-

AUTHORYTY 33 T.5.C. 604 81 U.EC
Do 4DE, Retrganifewol Flan Ne & ;
146E—1870 ):

11b41. 3¢ FER 10737, & CFR.

SOURCE. B TR 28281, ey 11
otharwise noved

2004, uulest

£216.0 About this part.

‘2 f)‘uwm.f. This part containg OME
gmitance L Federal agencies on The ad-
m‘mamanor: of grants Lo and agree-
melts wWith insvitations of migner edu-
LaLlon, =nf other non-proin
orgenizetions The gulda.r\ga sete forih

nospitals.

standaras {or oplalnlhg  GOISLSLELCY
and uriformity 1o She c.g,nclﬁs almin-

182NN of Lnose frants And agree-

MMELLE
{0, f"?’]l {
nhGed ner
his Dart &I
genoies, 17

e

- 1
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andurds

of

from;
T v LhE provisions
Lhe statute shall govern.,

2 provisions of sonbparts
shroueh D oof this part shali be applied
npw Faders] agencies Lo recipients Fe-
cipients shall apply the provisions of
shose sobparts to subrecipients per-
forming substanuive work under grants
and agreements that are passed
through or awarded by the primary re-
cipient. if such subreciplents are orga-
mzations deseribad in paragraph (a) of
this seciion.

{2y This part does not apply to grants,
contracts. or other agreements be-
tween the Federal Government and
nnits of State or local governments
covered by OME  Circular  A-~102,
“rirants and Cooperative Agreemeliis
with 3tate and Local Governments'!
and the Federal agencies' grants man-
arement commmon rule (see §2156.5)
which standardize the administrative
repuirements Federal agencies impose
on State and local grantees. In addi-
tion, subawards and contracts to State
or iocal governments are not coverad
hy this part. However, this part applies
to subswards made by 3tate and local
governments 5o organizations covered
by ihis part.

R

The s

(4) Federzl sgencies may apply the

provisions of subparts A through D of
whig part to commercial organizatians,
foreign povernments, ocreganizations
under the jurisdicticon of foreigh gov-
gmmenss, and international organiza-
tions.

(¢) OMB responsibilities. OMBE is re-
sponsible for:

f1) Issuing and maintaining the guid-
ance in this part.

(2y Ingerpreting the policy reqguire-
mengs in this part and providing assist-
ance to ensure effective and sfficient
implementation.

{3y Peviewing Faederal agency regula-
tions implementing the guidance in
this part, a8 required by Exscusive
Order 12865,

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

i Qae 5 CFR 1310.9 for availability of OME
sirculars.

40

2 CFR Cn It {1-1-06 =ditiom}

19

Conduzung  uroad
Tovernment-wide comphiancs wikh
cuidance In this pary

e Federal ageney responsibilitieg,
nead of each Federal agency thal
avrards and administers grants and
agreements subject %o the guidance in
this part 18 responsible for:

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

(2) Ensuring that the agency's com-
ponents and subcemponents comply
with the agency's implementation of
the guidance in sehparis A through D
of this part.

{2y Requesting apprcval from OMB
for deviations from the guidance in
subparts A through D of ihis part in
situations where the guidance requires
that approval.

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

fe) Relationship (0 previous issuance.
The guidance in this part previously
was issued as OMB Circular A-110. Sub-
parts A through D of this part contain
the guidance that was in the attach-
ment to the OMZR circular. Appendix A
50 this pert contains the gnidance that
wag in the appendix to the attachment.

(Y Imjormation Conlact. Further infor-
mation concerning this part may be ob-
tained by contacting the Office of Fed-
eral Financial Management, Office of
Management and Budget, Washington.
DO 20503, telephone (202) 395-3953.

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

™e

Subpar A—General

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

grants and agreements awarded o in-
stitutions of higher education, hos-
pttals, and other non-profit organiza-
tions. Federal awarding agencies shall
not impose additional or inconsistent
requirements, except as provided in
§215.4, and §2i5.14 or unless specifically

ATTACHMEMNT
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LLITEITIELLE

Lefinitions,

cerued ETRERGIIUTE. TSANE The
ineurred Dy tne recipient dur-
=ivEn; DErIOE regBIring Lhe prov:-
of 1unas fur:

2 Goods and other
reselved;

(2 Bervices performed DY employoes,

@
”‘“mﬁ\

tEngitle Property

COTILTROLOTE, sGhTeciDients, and oiher
pavees: and,

(3 Otner amounts becoming owed
under programs for wnich no current

servises or pericrmance is requirec

(D) Aszcrued iniceme means Lhe sum uf

/1; Barmings during a glven periogd
irom:

{1, Services
ent. and

(i1 Gooeds anc other tengible prog-
erty delivered ©O PUrcnasers, anc

{2y Amounts becoming owed Lo the
recipient for which no current services
or periormance 18 reguired by the re-
cipient.

(€ Acousition cost of egwpment INGAnNS
the met invoice price of the eguipment,
including the cost of modifications, at-

=ohmernts, aceessories, or auXiliary
ADPETALUS TECESBATY LD Hmake (he Drop-
gruy usabie 10r the purpose {or WRICE it
weE acguired Other charges, ol ab
the cost of instellation, ’“.&Lsporza:mn‘_
weres, QUIY O PrOLeCulVE in-Lransii in-
surance, shall he included or exgluded
from the unit aCouisition cost in as-
cordance with the reciplent’s regaiwy
aGsounting pracuices

1d; Adpence Imeans a peyvinen! Inede
DY ”Iwusury chieck or other appropriate

periormec by the recipi-

Vad rnent mechanism o g recipient
Lpon 1t reguest either belore DUTIEYS
ATE r,.aﬂe by the recipient or through
the use ol predeverminsd payInent

chedalies

e Aword meene financial z8s1ELance
2t provides support or stimulatlon oo
zorr.phsh & public purpose.
lude granits and oTher agreements in

wl

1ne forrr of money or property in lien
the reaera.‘ Government

scipient. The werm Goss

. ueChnical &ESisLance

provides services imsizal  of

tnules
TURY:

iUy
JLalis

suliet
Loand, (J(JIJLI'aL(_:LE
entersd jhapte
ProCUrernent
O regulations
--}v coniribwiiond means Lhe re-
GEEL aUTiay, Imeludiug the

outlay 0! money contrivuled Lo The re-
cipient py ikRird parcies
Clossou! means LNe Process by
& Fedsral awarding agency de-

all applicable adminis-
ztive aoticons aod &ll reguiret work of
warG Lave b&ur, COompieied by ithe

recipient and Federa! ‘ding agency

(hy Contraci mealls & Procurement
contract under an award or subaward,
an€ & procurement subcontract under &
reCcipient’s or suprecipient’s contract.

(i, Cost shoring or moloning INeans
that portion of project or Prograln
COBLE ot DOrne by the Federal Govern-
ment

{3y Duie of compleiion means

EWEAT

the date

or whichh all work under an aweard is
compisted or the date on the aweard
documment, ©OI any sappLerient  or

amendmeni thereto, oL which Federal
EPCHBOrsSniL ends.

(& Duaelivwed costs means  TLose
charges w0 an wwarf that the Federal
awarding Lgency delermines VO be un-
aliowablie. 1D ROGOTEALSE WILL Lhe aj-
plicanls Federal ceost principies or
obher terme and condition: ConLalined
ir. the award

:; Eguipmeni means tangible non-
expentablie perronz! property including
EXEIMDL Property gad diresutly
the zward having = useful lile of more
tharn one vear and &@ &£0guisinion cost
of $5,000 or more per unit. BHowever.
consistent with recipient policy, iower
Limite may be established.

% Excess preperiy
under the wonurel of
awarding agency that
Ty tne heat thereof. is

ChaT f

guired lor itE needs Or th
its responsikilities.

LENIEiDIE
L Wwriole oY
WhEere Lhe

B
[
o
=
o

s
reney LaE

Litle L LLE Tell )_Ae_-.t




§213.2

vrispout jurther obligasior oo Whe Fad-
sral Sovermment. £n example of ex-
ampl propersy authority is coniained
m the Fsderal CGirant and Cooperative
screement Aot (31 UL.S.C. §308), for
praperty acauirad under an award 0
sonduet hagic or applied research by &
non-profit institution of higher edu-
catinn or non-profit  organization
whose principal purpose is conducting
scientvific research.

(o) Federul ocwarding Qgency Means
the Federz]l agency &shat provides an
award to the recipient.

(p) Federal funds authorized means the
tove] amount of Federal funds obli-
cated by the Federal Government for
use by the recipient. This amount may
include any anthorized carryover of un-
obligated funds from prior funding ps-
riods when permitted by agency regula-
tions or agency implementing instrue-
tions.

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

{r) Funding period means the period of
sime when Federal funding is available
for ohligation by the recipient.

(8) Intangible praperty and debt insiru-
ments means, but is not limited to,
trademarks, copyrights, patents and
patent applications and such properiy
2s loansg, notes and other debt instru-
mernts, lease agreements, stock and
other instrumeants of properfy owner-
ship, whether considered tangible or in-
tangible.

(£) Obligations means the amounts of
orders placed, contracts and granis
zwarded, services received and similar
stransactions during a given period that
reguire payment by the recipient dur-
ing she same or a fuwure period,

(u) Outlays or crpenditures means
charges made to the project or pro-
gram. They may be reported on a cash
or accrual basis, For reporis prepared
on a cash basis, outlays are the sum of
cash disburserments for direct charges
far roods and services, the amount of
indirect expense charged, the value of
shird party In-kind contributions ap-
plied and the amount of cash advances
and payments made to subrecipients.
For reports prepared Con an acorual
nagig, ouilays are the sum of cash dis-

2 CFR Ch. Il {1-1-06 =dition)

Imrsemense for dirsct charges jor goods
ng services, the amount of indlrect ex-
ense incurred, the value of in-XKind
contributions applied, and the nel in-
crease for decrease) in SYhe amountcs
owad by the recipient for goods and
other property reseived, {or services
performed by employees, conbrachors,
sunbrecipienss and other payees and
other amounis becoming owed under
programs for which no current services
or nerformeance are requirad.

(v) Personel properiy means pRropersy
of any kind except real property. It
may be tangible, having physical exist-
erice, or intangible, having no physical
existence, such as copyrights, patents,
or securities.

(w) Prior approvael means written ap-
proval by an authorized official evi-
dencing prior consant.

(x) Program {ncome mMeaAns Eross in-
come earned by the recipient that is di-
rectly generated by a supported aciiv-
ity or earned as a resulft of the award
(see exclusions in §215.24(e) and (h)).
Program income includes, but is not
Hmited to, income {rom fees for serv-
ices performed, the use or rental of real
or personal property acguired under
federally-funded projects, the sale of
commodities or items fabricated under
an award, license fees and royalties on
patents and copyrights, and interest on
loans made with award funds. Interest
earned on advances of Federal funds ig
not program income. Except as other-
wise provided in Federal awarding
agency regulations or the terms and
conditions of the award, program in-
come does not include the receipt of
principal on loans, rebztes, credits, dis-
counts, ate., or interest earned on any
of them.

(¥} Project costs means all allowable
cosks, as set forth in the applicable
Federza! cost principles, incurred by a
recipient and the value of t¢he contribu-
tions rnade by third parties in accom-
plishing the obiectives of the award
during the project period.

(3} Project period means the pariod es-
tablished in the award document dur-
ing which Federal sponsorship begins
and ends.

(aa) Property means, unless otherwise
stated, real propersy, eguipment, in-
tangible property and debt instro-
mants.

oo
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OME Circuiars and GUaonce

Mo Rel properiy msadt dant inc!ua
I LENC TLIUONVEINELLE. EWCNTTUT and
ELDLWTWVELADGEE  Dielell, Dl exoiuiss

TLOVakle matiinery anl s0Uipment.
‘oo, Respen: meens al GIERTIZaLiCL
recsiving TIDencizl wsS1Suance direcdtly
trom  Faderal awarfing agentiss o
CAXTY Oui & project or program The
verrn micludes pubile anc privaie “nsSti-
Latiens of mEner sdugation, public and
provale hospitals, end other guias:i-pul-
li¢ ant private non-profit orgalizailons
saeh 25, bur not limited Lo, cOmMIMUnITy

A0LIOL  @EEnCiseg, I'esealth Institules,
educational associasions. and hzalth

35
ceniers. The term may include coIn-
mercisl organigations, forelgn or inLer-
national orgapizablons (such &s ager-
siks of the United Nasicng) which aTe
reeiplente, subrecipiente, or contrad-
LOTE O SubLCONLraCciore of reclplents Or
subrecipiente a2t the discreticn of the
Tederal awarding agency. The terin
doss not nclude governmeLi-owned
contracior-operated  f{acliitles or Te-
Search centere  providing confinued
support {or mission-oriented, large-
scele Progreims That are government-
ownel or controlled, or are designated
ag fecerzliy-funded research ané devel-
OPITENL CeILWETS.

tal; Ressarch ond development means
1l resesrcl woUivities, Dol DaEIC &Nl
applied, and =1 development acbivitiss
YL&L art Suppourbel al universities, co:-
jeges, and othel noOn-profit mstilu-
tione Heseerch' 1s defiped as 2 sys
ETRASIC study GQirecied toward fuller
soientafic kuowiedge O GDAErsLEnding
of the suvject studied. “Development”
ig the svatematic use of knowledge and
wnderstanding pained Irom research di-
rected tuward the production of uwssiul
naterials, devicee, sysiems, Oor meth-
ofs, including design and developInent
of prowotypss and procssses. The term
research also includes aclivivies in-
volving the tralming of ndividuals 1n
ressarclh 1eChniQLes WhEere SUch activi-
ties utilize tne same lacilities as otber
research and development acuvities
anf whers such activivies are not in-
~iuded ir the instrueiion funciion.

i Smell gwoards rmesns & grant or

cperaliVe afTeement Lol Bxcesling
“l:e BImal! purchase thireshel( fixed ol
q: T.5.C 403(1L) fourrenyiy £28,0000

: X =L award of fi-
i The

formn of

TRULEY

mials w
wr gl
revipient
The Lerm
wiern

LOWET

SUesIpl

“SELELE

orovided Ly any AETEETIENL,
ever. U The apreemmnsnt el & cOL-
tract, bul does nol Iude procuore-
ment of poods znf servic noT GQoBE 17

include any form of ass
excinast from the
taward’ in (215 Zre;
lEE; Sudrecipienl meean: the legal gnbi-
¥ to which a2 subaward ¢ mafie and
whnich 1s accountable ue the recipient
for the use of the funds provided The

werm meay inegiude ioreigr or inter-
nationel orgalnisaticng .suckh as ager-

clee of the United Navioneg: 2t the dis-
cretiorn of the Federal awarding agen-
C¥.

fnh: Supphes meane &1l Derscnal pron-
erty exciuding eguipment, mbengible

property. and debt inssruments as de-
fine¢ in vhis sectlon, and inventions of
& contractor con:celved or first actoaliy
reguced Lo prectice in the performance
Itnding agTreement

r

ol work under =
{(“suliECT ILVENTIONE",

CFE pary 401, “Righte 1o

e fefined iT 27
Inventions

Made hy Nonprofit Orgenizaiions and
¢ Under Govern

Coopera

Small Zusiness Firm
ment Grants, Contracte,
DIVE AEreements.’’

1) Suspension MEeans an
Federal aw g AEELCY T
Tarily withdraws Federal M
nnier &L award, pending ocorrechive ac-
tion by the reciplent or pendilg a aeci-

-

AT0

s10n o termingie tne award by ihe
Pederal pwarding agency. Suspension

of &N &WaTt if & Saperabe aCLion Iroin
sngpension under Federw! ey ItEu-
isvione implernenting .0 12545 (51 FR
631 2 CFR, 1986 Comyp.. ©. 1B} and E.C.
L2BEE (D4 FR %4331, ¢ CFR. 1888 Comp.. p
235, "Ioeparment anc Suspension.”

441 Termingtion means the cancella-
tion 0f Federal sponscrship, it wnole ¢7
ip part, under an agreement a4l any
fame priot 1o the ozte of compieticon

zk: Thivd poriy in-kind condributions
meang the value Of nor-cast contribu-
tione provideG Dy pon-Federal toird

party in-vwind coniribu-

i0nmE Imay De in tke forrn oof resl prop-
erty, EQUIDINELT. Supplies and other &x

ine

Vaillue Ol

penefiting

anliC




o) reports prepared onoa £ash basis,
meanns she amount of obligations in-
cuarred by the resipient that have not
hean paid. For reports prepared on an
acorued sxpenditure hasis, they rep-
ragent, the amount of obligations in-
curred by She recipient for which an
ontiay has not been recorded.

imm) Onobligated balance means the
porsion of the funds azuthorized by the
Faderal awarding agency that has not
neen obligated by the reciplent and is
detarmined by deducting the zsumu-
lative obligations from the cumulative
funds authorized.

{nn) Unrecovered indirect cost means
the difference between the amount
awarded and the zmount which could
hawve baen avrarded under ithe recipi-
ant's approved negotiated indirect cost
rate.

(oo Working capitael advance means &
procedure whereby funds are advanced
to the recipient to cover its estimated
dishursement needs for a given inisial
period.

£215.3 Effect on other tssuances.

For awards subject o this part, all
administrative requirements of codi-
fied program regulations, program
manuals, handbooks and cther non-
regulatory materials which are incen-
sistent with the reguirements of this
part shall be superseded, except Lo the
eywient they are required by statute, or
authorized in accordance with the devl-
ations provision In §215.4.

§215.4 Deviations.

The Office of Managsment and Budg-
at (OMDB) may grant exceptions for
slasses of grants or recipients subject
tao the requirements of this part when
exceplbions are not prohibited by stat-
ute, Howsever, in the intersst of max-
imum uniformity, exceptions from the
requirements of this part shail be per-
miited only in unusueal cirgumstances.
Federal awarding agencies may apply
more raskricsive reguirements Lo &
class of recivnlents when approved by
OMB. Federal awarding agencies may
apply less restrictive requirsments
when awarding small awards, except
for those requiremeants which are stat-

44
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LRy case

Federal

gLnvy Broentions an o oo
nLaslE mey also e made Dy
awarding aganciss,

§215.5 Subawards.

Unlezs sections of this part specifi-
cally exclude subrecipients from cov-
erage, the provisions of this part shall
be applied to subrecipients performing
work under awards if such subrecipi-
ents are institutions of higher edu-
cation, hospitals or other non-profit or-
ganizetions. State and local govern-
ment subrecipients are subject to the
provisions of regulations implementing
the grants management common raie,
“Uniferm  Administrative  Reguirs-
ments Ior Grantse and Cooperative
Agreements to State and Local Gov-
arnmenss,’”’ published at 7 CFR parts
3015 and 3016, 10 CFR part 600, 13 CFR
part 143, 156 CFR part 24, 20 CFR part
437, 22 CIFR part 135, 24 CFR parts 44, §5,
111, 511, 370, 571, 37%, 590, 850G, 882, 905,
941, 958, 970, and 990, 28 CFR. part 66, 29
CFEF parts 97 and 1470, 32 CFR part 278,
34 CFR paris 74 and 80, 36 CFR part
1207, 38 CFR part 43, 40 CFR parts 30, 31,
and 33, 43 CPR part 12, 44 CFR part 13,
45 CFE parts 74, 92, 602, 1157, 1174, 1183,
1234, and 2015, and 49 CFR part 18,

[69 FR 26281, May iI, 2004, a5 amecnded at 70
FIL 51880, aug. 31, 2008]

Subpart B—Pre-Award
Regquirements

§215.1¢ Purpose,

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

§215.11 Pre-award policies.

fa) Use of Grants and Cooperative
Agreements, and Contracts In each in-
stance, the Federal awarding agency
shall decide on the apuvropriate award
instrument {i.e,, grant, scoopnerabtive
agreement, or contract). The Federal
CGrant and Cocoperative Agreement AcCt
(31 U.8.C. §301-08) governs the use of
grants, cooperative agreemenis and
contracts. A grant or cooperative
acrzement shall be used only when the
principal purpose of a transaction is to
accomplish a public purpose of support
or stimulation authorized by Federal
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L L LE LiiE i
LLOOSITHE DEUWEEL EIalilt aul GLLEels-
LVIVE agretMentL it Lre lalusr
CSULSLATHA] ILVGIVEmMEND 1& BEIDELLED
DeTween e exXelublve afelly anLt the
Siate, ioLal gOVEIRINEnD, O OLLET It
ClENt WOED GAIIVADRE 0ub The Acivity
conlemplavel 10 the zgreemens’ Coh-
wracts 8hall be usel winel Lhe DIincipal
LLTpOse 18 at@ulsition of property or
services {or the dirsct Lenelil or ase of
ihe Federul Government.

[T

‘p¢ Punlic Notize ané Prioriiy S5etT-
ting. Federal zwerding agencies snali

notify tne public of its inuvended fund-
ing pricrities for aiseretionary ETrant
progreame, nlese ftnding prioribles ale
esvablished by Federal statute.

er

$215.12 Forms for applving for Fed-
eral assisiance.

tat Federal zwarding agenciles snall

comply with the =zpplicable raport

clezrance reguirements of L CFL part

1820, “'Conirelling Paperwork Burdens
¢n the Public,” with regard te all
forms used by the Federal awarding
Zgency v Dlace of or a8 & supplement
e the Standard Form 424 (SF-424) se-
rieg

(o Applicanite snal] use the SF-4%4
series or those forms and instraétions
prescrinet by the Federal swarding
AZENCY.

{z; For Federal programs covered oy
E.©. 12372, "Intergovernmental Review
of Federal Programs (47 FR 50855, &
CFL, 1982 Comp.. p. 197) the applicant
shell compliete The Appropriate SELLIONE
of tne SF-424 (Lpplication for Federal
Lssistance; indicating whnether the ap-
plicetion was sabiect 1o Teview by the
State Single Foint of Contact (SPOC;
Tre nare and address of the SPOC {or
2 pzruicular State can be oblained from
the Federal awarding agency or Thne
Cualog of Federul Domesiic Assisionce
The SPOC ghell advise the applicant
whether the program for which 2pplica-
tion 1z made has beer selected DY
Stapue O review,

:d: FPeders! awarding age
not GSe the SF-<2¢ form

noies thatl .o

showid ndi-

nahe Whether the application is surject
vl review Ly thie

S 12372,

alt wnder E.G

L
Ly

SRR &
ATELTY VELULAT teoLrnyeemenling EOC s
_Zo4k wmnl LkBBE, e aniC Uk
pensiorn U Under t LALionE. per-
Lalll DParileE wne &Fe delbarred. SLE-
pendet or otherwlse excludsel mey nol
wE partlcipante oF principals i Peaera.
ABEIBLENCE awards and SULeWards, alc
il certald coniratle  under Lhose
swards ant subawards
[0 FE &1E75. Lug 32 8000)

L215.14 Special pward conditions.
Il an appllcant or Tecipiend
Lory of poor perlormence, 1F ot finan-
clellv stable, DIAE & MALAEEINENL SYs-
tem that doss not meel the standards
preseripesd in thils part, LRag nol cOh-
formed o the terme anf conditions of
Treviols awerd, or 1 not otherw.se
esmonsitie, Federal awarding agencles
mey imnpose additional requirements as
neeed. provided that suck applicant or
seripient 18 motifief in Writing as to:
the nzture of the adaitional requirve-
ments, The reason wny the adaditional
requirements are being 1mposed, e
nawure of the corrective action needed,
the time allowed {or completing tUlie
COITEeCTiVE &CTIiOeNE, and the mesnot {or
requesting reconsideration of the aadi-
tionzl requirements imposed. Any spe-
gial conditiome shzali be promptly re-
moved  OLiGe e pondilions  thatl
prompled them have been correclsd.

hag & nis

o

T

$215,15 Metrie

evslery 0!  Ineasure-

ment.
Tne Metric CDODveIsion ACQL,  as
cmendsd Dy Une Ommnibus Trade anc
Compervitiveness Ach {16 T.5.C. 205 de-

i

elares tnhat The etric svsbtem
preferred measuremsnt sysiem for U.E.
trade and cornarnerce. The Act reguires
ezon Federal agency ue establish a date
or detes in consultaiicon with the Sec-
retary of Commerce, when the metric
systern 0f measurerment will be nsed in

The agency & procurements, grants, and
puner busiDese-Telated &CLIVILE Me!-
ric implemeniation mzy Leke longer

where the use of the systerr is initially
impractical or ndkely o cense signifi-
cant inefficiencies in Ghe aCLomplish-

ment of {ederally-{anded activitles
Teteral awarding agencies snzll Ioliouw
the provisiens of E.O0 1277C, Meunic
Uszge 1in Federz) Government Pro-
grems” (56 PR 2080, ¢ CFE. 140 Comp.,
JRETN
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©815.16 Resource Conservaiion and  daiz o performance data and deveiop
Recovery Act. unit cost informasiorn wnenevaer prac-
cleal
mt Decipients’ financial management
svsnems shall provide for the following.
(1} Accurate, current and complote
disclosure of the financial results of
cach federally-sponsared  project or
program in accordance with the report-
ing requiremente set forth in §2156.52. If
a Federal awarding agency rsquires re-
porting on an accrual basie from a re-
cipient that maintains its records on
other than an accrual basis, the recipi-

Dnder the Aot, any Siate agency or
agency of a political subdivision of a
Siate which is using appropriated Fed-
aral funds must comply with section
#5002 Section /002 reguires that pref-
arence be given in procurement pro-
orams o the purchase of specific prod-
zets  containing  recycled materials
idensified in guidelines developed by
the Environmental Frotection Agency
‘MPA) (40 CFR parte 247-254). Accord-
ingly. State and local institutions of
higher education, hospitals, and non- ent shall not be required to establish
arofit organizations that receive direct an accrual accouniing system. These
Fedaral awards or ovher Federal funds recipients may develop such accrual
shall give preference in their procure- data for its reporis on the basis of an
ment programs funded with Federal analysis of the documentation on hand.
fonds to the purchase of recycled prod- {2} Records that identify adeguately
ucts pursuant to the EPA guidelines. the source and application of funds for

federally-sponsored activities. These
§215.17 Certifications and representa- records shall contain information per-
tions. taining to Federal awards, authoriza-

Unless prohibited by statute or codi-  tlons, obligations, unobligated bal-
fed regulation, each Federal awarding ances, asseis, gutlays, income and in-
agency is authorized and encouraged o terest.
allow recipients to submit certifi- {3) RBifective contro! over and ac-
cations and representasions required countability for all funds, property and
hy statute, executive order, or regula- other assets. Reclpients shall ade-
sion op an annual basis, if the recipi- quately safeguard all such assets and
ents have ongoing and continuing rela- assure they ars used solsly for author-
sionships with the agency. Annual cer- ized purposes.
sifications and representations shall be {§) Comparison of outlays with hudg-
signed by responsible officials with the ef amounts for each award. Whenevar
anthority bo ensure recipients’ compli- appropriate, financial information

ance with the pertinens requirements, shionid be related to performance and
unit, cost data.
Subpart C—Post Award {5) Written procedures to minimize

the sime elapsing between the fransfer
of funds to the recipient from the U.S.
FINANCIAL AND PROORAM MANAGEMENT  Treasury and the issuance cor rademp-
tion of checks, warrants or payments

§215.20 Purpose of financial and pro- by other means for program pUrpcses
gram management. by the recipient. To the extent that the
Qactions 215.21 through 216.28 pre- provisions of the Cash Management Im-
scribe standards for financial manage- provement Act (CMIA)Y (Pub, L. 101-453)
ment systems, methods for making govern, payment methods of State
payments and rules for: satis{ying cost agencies, instrumentalisies, and fiscal
sharing and matching requirements, agents shall be consistent with CMIA
sceounting for program income, budget  Treasury-State Agreements or the
revigion approvals, malking aundits, de- OMIA default procedures codified at 31
termining allowability of cost, and es- CFR part 205, “Withdrawal of Cash

Requirements

sablishing fund availability. from the Treasury for Advances under
) ) Federal Grant and Other Programs.”

£215.21 Standards for financial man- Gy Written procedures for detar-

agement systems, mining the rezsonableness, allocability

() Faderal awarding agencies shall end zllowability of costs in accordance

\
require reciplents to relate financial with the provisions of the applicable

46
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Londllolis 0 Lne aw
ACCUUNLINE TECOVGE ]
celn by resords el ¢ e ndirecl Losbe

Vo sOUrce GOCUMET LaTion Lo Whel ropossidle, advanoe: 2hkl
o Where wne Federal Governmient  be oonstiidalsl UL GDVEY ARUICID:

FuaTALLEEE OF Insured the repayment 0o casl nests o
muney horrowed

Ly Lhig TELIDC-

Cirell profvam O

SrUDOITLOIALE

7 oell awerar made DY Uhe
the recipieni. wne  Fsleral awarCillg a&gehi) Ll The Iedipl

> )
Fodera cwWalCllF =Eency. . ite discre- ent
LLOL, DAV Yegulre aleguailc bonding 3, AGVance Da¥Tnenl ILECcnanlsIine .
snd insurance 1 vhe bonding and insur- clude, hut are nel dmived o, Treasury
BTICE TeQULreThente of the recipient are  check and elsctronic Junds trensifer
nou deemet adeguale to protect the in- (Z; AGQVENGE PAYITENnL IMECTLADLETE arg
Levest pf she Federz! Governmentl. subiect to 31 OFR part 20L.

rdy The Federal awarding agsncy INay {&; Reciplents shall De authorized Lo

require adeguate fidelity Donc coverage  submil requests for advances ant reim-
wrere the recipient lacks eufficient Tvursements at ieast meoninly  wher
coverage e protect the Federal Gov-  giecironic funé transiere are oL ussc
ernment’s InLersst (d: Teoussve for Treasury check ad-
{e; Wiere bonds are reguired in thie  vance payrnent snaell be Submitied on
situmtione described above. tne ponds SF-27C, “Eeguest jor Advance or heim-
snzll be obwalned iTom companiss hold- bursement,” or other {oTmms as may Le
ing certificates of auThorlvy &g accePi-  authorized by OME. This form is not Lo
2ble suTeties, af prescribed in 31 CFR be used wher Trsasury check advance
part 223, “Suorety Companies Dolng  peymenis are made 10 the recipient
Business with the United Svares attomatically tnrough the use of & pre-
_ determined pavment schednle or if pre-
$216.22 Payment. cluded Doy special Pedera! awarding
) Payment metnods snall minimize  afenc¥  insiruciions  for  eleciromic
the Time elapsing bLetween the sransfer  funds transfer
of funds from the Umited States Treas- (e) Reimbursement is tne preferred
ury 2nd the issuance or redGemption of  meinod  when the TIeQuirellni®nls 1
cnecks, waITAnts. oF payment by osner  §2183%(b; cannot e st Federa!
means DY the recipients. Fayment &WaTding agencles ray aisc use s
methofis of Siate agencies or instro-  meihod 0N ANY  CDILLTRCUION  ARTES
mentalivies gnzll De consisient wils ment, or il The maior portier of the
Treasurv-Swate OMI4 agreements of  CONSLTGoVion project is ascompiishsd
defauit progedures codified zt 21 CFR throungh privase merket Imancling or

pary 208, Federa! loang, ané the Federal assist-
(p) BECIPIENLS are 10 be paid in ad-  ALCE CcomSLltules 2 minoT portlol of the

vance, proviged they mainiain or dem-  Project

onstrate the willingriess S Ialntall. {1; Wher the reimburssment metnod
1% Written progedures bnat minlimiz is used, the Federal awarding agency

wae LaIne elepsing Detween the transfer  shall rnake payment within 30 dave
of {unds and disbursement by the re-  afler receipt of the billing, unless the

cipient, and Willing it improper.

12, Flnancizl menagemshi syslemns 2> Recipisnis ghzll be aunthorized Lo
tnzl meel the gtandards {or funt con-  submit recuest for relmmpursement &t
ol znd accountability af sstablished  least monthly wnhen elecironic funds
in L20E21 Cast advances o & reciment  Lransiers are not used.
organizaTich &hall pe limited Lo the {1 11 = recipieni cannoi mesl the cri-
rrinimum  amounts needed &nc be veria Jor advance pavmenis ané the
Timed L0 DE N &GOOTAANCE With thé aG-  FeGeral zwarding agenhcy has deter-
tuel immediane Cwen rscuiremente 0f  minec thet reampuarsernent iE not {es-
the rvegiplenl OrgaTisalion i CATTVINE e} : 1

: R

tne parpose 07 the approved pro-

gramw, or project The % anit i
grr.ount of cash eCVARTIOSE =€ Worlking L g
GioBE GE if AGTMITSTrRLIVELY {EaEIDLE LU ThiE DT vre Federal awarding
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inigial ind zen-
to whe aweardee’s dis-

avally p ¢
gurging ovele, Therseafter, the Federal
awarding agency shall reimburse the
~setplant Tor i4s actual cash disburse-
ments The working capital advance
method of payment shall not be used
for reciplents unwilling or unable o
provide timely advances wo their sub-
racipient to meet the subrecipient's ac-
tugal cash disburgemernts,

(g} To the extent avallable, recipl-
ants shall disourse funds available from
repeyments 50 and interest earned on &
revolving fund, program income, re-
hates, refunds, contract settlements,
audit receveries and interest earned on
such funds pefore reguesting additional
cash payments.

‘h) Unless otherwise reguired by stat-
ate, Federal awarding agencies shali
not withhold payments [for proper
charges made Dy recipients at any time
during the project periocd uniess para-
graphs (h¥1y or (2) of this section
Lpply.

{1y A recipient has failed to comply
with the project objectives, the terms
and conditions of the award, or Fedaral
reporting requirements.

{2) The recipient or subrecipient is
delinguent in a debt to the Tinited

States zs defined in OMB Circular A~

120, “Managing Federal Credit Pro-
grams.”’ Under such conditions, the
Foderal awarding agency rmay, upon
reasonable notice, inform the rscipient
that payments shall not be made for
ohligations incurred after a specified
date until the conditions are corrected
or the indehtedness to She Federal Gov-
ernment is lguidated.

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

(1) Except for situasions described in
paragraph (1)(2) of this secticn, Fedaral
awarding agenciss shall nobt reguire
separate depository accounts for funds
provided to a recipient or establish any
eligibility reguirements f{or deposi-
nories for funds provided to a recipient.
Howsver, racipients must be able Lo ac-
count for the receipt, obligation and
axpenditure of funds.

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

ivances of Federa) {unds shail be
deposived and meaintarned in insured
accounts whenever possibie

i3 Consistent with the national goal
of expanding the opportunities for
women-ownet and minority-owned
nusiness enterprises, recipients shall be
sncouraged to use women-owned and
minority-owned banks {a bank which is
owned at least 50 percent by women or
minority group mernbers).

(k) TRecipients shall maintaln ad-
vances of Federal funds In interest
bearing accounts, unless paragraphs
{EX1), (2) or () of this section apply.

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

(2) The best reasonably available in-
terest bearing account would not be ex-
pected to sarn interest in excess of $250
per year on Federal cash balances.

{3) The depository would requirs &n
average or minimum balance so high
that it would not be feasivle within the
expected Federz] and non-Federal cash
resources.

(1 For those entities where CMIA
and its implementing regulations at 31
CFR part 200 do not apply. interest
earned on Federal advances deposited
in interest hearing accounts shall he
remitted annually So Department of
Hezith and Human Services, Payment
Management System, Rockville, MD
20852. Interest amounts up to 3250 per
year may oe ratained by the racipient
for administrative expense. State uni-
versities and hospitals shzll comply
with CMTIA, 25 it pertains to interest. If
an entity subject o CMIA uses its own
funds to pay pre-award costs for discre-
tionary awards without prior written
approval from the Federal awarding
agency, it walves its right to recover
the interest under CMIA.

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

(1y 8F-270, Request for Advance or
Reimbursement. Bach Federal sward-
ing agency shall adopt the SF-270 as a
standard form for all nonconstruction
programs when electronic funds trans-
fer or predetermined advance methods

48
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guest for RBlu.D'Ll“SEHLETlT. for Consuruc-
tior Frograme Bach Pederal awarGlng
apency snall adopt the SF-200 The
suandaré form te be used lor reguesting
reimbursemen: 0T conSTruction

e

-
rams. However, a Yederal cwarding
agency may subsuitkte the SF-I70

wlien the Federzl awarding agency de-
termines that it provide: ateguale in-
srmation to meet Faderal nesds
£215.23 Cost sharing or matching.

|';1|

[T

A)) contribations, Inciuding caskt
third perty in-kind, shall Te ac-
pepvel ak pert of the recipient’s cost
SHETILE QU mabohing con-

3

wnen such

tributions meet 21 of the {foilowing ori-
Leria

{11 Are verifiable from The recipient’s
resoras.

(27 Are not inciudef a8 contriputions

o7 any other Tederally-
0T PrOgTAML.

(3% Are necessary snd ressonzible {or
proper ant efficient accomplisnment ol
Droiect 0F DIOETANN OR)SChives.

4 A_‘r'e allowaple uvndsr the zpplice-
pie cost pringipies.,

(0 Are woi pald vy uhe Federal Gov-
ernment under anoiher award, except
whnere authorized by Federal statule oc
e use€ for cost sharing or matciing.

(6) Lre provided for in the approved
pudget when reguired by the Fedsral
awarding agency.

(T; Conformm to other
This pari, ab appiicable

{b} Unrecovered indirect cOSLE Ay e
melnded as part of cost sharng or
matcning only with the pricr aDproval
ol the Federy! pwarding agency.

(o) Valuee for recipient conyributions
of services and propervy snail be estab-
lished iz accordence with Uthe applica-
hie cost principles. 17 2 Federal awarc-
iLE agency AUThorizes recipléntes e do-
IIaVE ._J'L.L"G..._Ug‘_ or lend {or construcwon/
ECUWISITION Lre)elus or mnz-

aszisted prolect

provisions of

3

farcilities

LETIN USE, the value of the
propervy for cest sharing o7
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SLATINE O MEeLCHIDE 37 Uhe Service 1F an

imterral andé Letsssary Part of an ap-
proved project or program. Rates fo:
volanteer services =hall e coONsizLeENtT
witn whose paid {or similar work 1r the
recipient’s orgarnitetion. In those ln-
ELATICES 1 Wihich The resnuiren skills are
not found in vh pient organizavion,
rates snzll be consistent witk those
paif {or similer work in the lebor mar-
ket it which the recipient competes for
the king of services mvolved In eitner
case, paid fringe benefite tral are rea-
somabit, allowazie. znd al.ogalle
De included 11 the Vellualion.

{g)y Wner. ar. emplover octher than the
recipient furnisnes tne ssrvices of
employee, bhess services shall oe va:
ael 2% the emplovee's regular race of
DAY (plus anl amount oA iringe bLenefile
Thal &7e reasgnable, allowable, and £1-
logeble, but  exclusive of Overhead
nrovided these services are Iin
the same sEill for whizh the employes
LE DOMELlY Dal

Iy Donawed

)
el &t

& rec:

TMEY

aL

suppiies InEY  inciude
such iven expentabie eguipment,
office suppti 5, laboraetory snppliss ar
WOTESHOD nd classroorn  supplies.
Value assessed G donated supplies 1p-

<

clnded In tne cost snaring or matching
ghare ghall be reasomnabie and shall not
exGest phe {air market value of thoe
property atl the timme of the donetion,
ig) The metnod used {or determmining
208t Bharing or matking for doneied
equipment, Dpuildings andéd lané for
£ LU T0E TECipPient mMey
s nhﬁ ph*“’ ose of the
fE)1 or {2, of thie
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enl in The atg
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§215.24

r

] nulldings o7 land,

suipmAanL,

v

tanal vadue a7 the donated propert
meay be olaimed as cost sharing or
matehing.

‘27 If &he purnose of the award is o
suprorh activities Lhai require the use
of eguipment, bulldings or land, nor-
mally only depreciztion or use charges
for eguipment and buiidings may he
made. However, the full value of equip-
ment or pther capital assets and fair
rental charges for land may be allowed,
provided that the Federal awarding
agency has approved the charges.

{h) The wvalue of donated properuvy
shall he determined in accordance with
the usual accounsing pelicies of the re-
cipient, with the feliowing gualifica-
tions.

(1) The value of donated land and
buildings shall not exceed ite fair mar-
et value at the time of donation to
the recipient as established by an inde-
pendent appraiser (e.g. certified real
propersy appraiser or 3Zeneral Services
Administration representative} and
certifiad hy a respensible official of the
recipient.

(2) The value of donated eguipment
ghall not exceed the [air market vaiue
of eguipment of the same age and con-
dition at the time of donation.

(3} The value of domated space shall
not excead the fair rensal value of com-
varahls space as sstablished by an inde-
pendent zppraisal of comparable space
and facilibies in a privately-owned
building in the same locality.

4y The value of loaned equipment
shall not exceed its fair rental valne.

{5) The following requirements per-
tain 50 the recipient's supporting
recerds for in-kind contributions rom
third parties.

{i) Volunteer services shall be doecu-
menisd and, Lo the extent feasible, sup-
ported by the same methods used by
she recipient for its own ernployees.

fi1) The basis for defermining the
valuation for personal servics, mate-
rizl, equipment, buiidings and land
shall be documented.

§215.24 Program income.

fa) Federal awarding agencies shall
apply the standards set forth in this
section in reguiring recipient organiza-
Lions w0 account for programm jngome

o0

2 CFR Ch. lf (1-1-0¢ Edition)

iim whole or

ralsnad Lo projects finance
in part wish Federal fundes.

(Y Bxcept as prowvided in parzgraph
(hy nf this seciion, nrogram income
aarnad during the project period shall
be retatned by the recipient and, i ac-
cordance with Federal awarding agency
regulations or the terms and 2ondi-
tions of the award, shali be used in one
or more of the ways listed in the fol-
owing.

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

{2) Used to finance the non-Federal
share of She project or prograrn.

(2) Deducted from the wotal project or
program allowable cost in determining
the net allowable costs on which the
Federal shere of cesis is hased.

(¢} When an agency authorizes the
disposition of program income 2s de-
seribed in parapgraphs ()1 or {b)@) of
this section, program income in excess
of any limits stipulated shall be used in
accordance with paragraph (bX3) of
vhiis section.

(dy In the event ithat the Federal
awarding agency does nat svecify in its
regulations or fhe terms and condi-
tions of the award how program income
is to be used, paragraph (h}(3) of this
sectlon shall apply automatizally to
ail projects or programs excent re-
search. For awards that support re-
search, paragraph (b)X1) of this section
shall apply azutomatically unless the
awarding agency indicates in the terms
and conditions ancther alfernative on
the award or the recipient is subject to
special award conditions, as indicated
in §215.14.

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

() If authorized by Federal awarding
agency regulations or the terms and
conditions of the award, costs incident
%0 the generation of program incorme
may be deductzed from gross income Lo
determine program income, provided
these costs have not neen charged to
the award.

ATT ACHMENT L.
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oF award Drov.de otherwise,
enTi snell nave no oD LG
" (] 1 Goverroment with Tespect L
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pacents,” palent Applications,
tracemarks, and 1nverntione producsd
unter an swarl HDowever, Patent and
Trademark L 5. 18

wenaments (38 T.8.
apply o0 mventions made undst
perimental. developmenial, o7
award

£215.25 Revisiom of budget and pro-
gram plans.

(&, The budgset pilan i& the financizl
expression of the project OF ProETAIL &S5
approved during tie award process. It
maey cluds either the Federal and
non-Federal snare, or only the Federai
snhere, depending uvpen Federal aweard-

ing agency requirements. 1t snall be re-
leted o periormance {or Prograln eval-
WatiOl PUrposes WASLEeVET appropriastbe.

() Reciplents are requiTed LG TEDOTY
devigtions {rom bDualget &nd DPrograrm
plang, and request prior approvals for
pudgel and PrograIn DIanl TeviSions, in
aocordance with this szcetion

{¢c; For penconstruction ewardis, re-
cipients shall reguest prior approvels
from Federal ewarding ngenciss {or une
ur more of the Jollowing prograin or
budret related reasons

{1; Chnange in the scope or the objer-
tive of the projeci or program i
here 1E no associabted budgel revieion
requiring prior writlen approvai;.

‘2, Chenge I oz ey person specified
ir: :he application or awaré document

» The absence {or more iLen three
J.,r_u nE. or & 2F percent reduction o
time devoied W the project, By the ap-
proved project direcior or principal in-
VESTIZALOT.

ity The need for additiona:

lzver i

Feuera.

TEiTE.

E, The Lrans ‘-’ev‘ of amounis budgeled
{or sndirect LOSLE WO 4DSGTT INCTBRSEE 1T
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£, Dhe rEoIpient MUSst Ne-
awarding agancy in

the supporsing reasons

writing
and revised expiration date at least 30

i
T

va nhofore the expiration date spaci-
fiad in the award. This one-Sime exten-
sion may not be exercised merely for
tiie purpose of using unobligated bal-
ANCes.

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

i1y The ewtension reguires additional
Faderal funds.

(it} The exbtension Involves any
change in the approved objectives or
scope of the project.

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

{4) For awards that suppory research,
anless the Tederal awarding agency
provides otherwise in the award or in
the agency's regulations, the prior ap-
proval requirements described in Ghis
paragraph () are antormnatically waived
{i.e.. recipients need not obtain such
priar approvals) unless one of the con-
Aditions included in paragraph (e}2) ap-
plies.

tfy The Federal awarding agency
may, at its option, restrict the transfer
of funds among dirzct cost categories
or programs, functions and activities
for awards in which the Federal share
of the proiect excesds §100,00¢ and the
cuamulative amount of such transfers
ecxcaeds or is expected to exceed 10 per-
rent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Pederal awarding agency shall
permit a transfer that would canse any
Federal appropriation or part thersof
to he used for purposes ofher than
those consistent with the original in-
tent of the appropriation.

(g) A11 other changes to nonconstrug-
tion budgets, except for the changes de-
scribad in paragraph (3) of this section,
do not require prier approval.

fh) Por construction awards, recipi-
ents shall request prior written ap-
proval promptly from Federal awarding
agenecies 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 objective of the
nroject or Drogram.

(2y The need arlses for additicnal
Federal funds tc complete the project.

2 CFR Ch Il (1-1-04 Edition)
3 vevigion it gasired which in-
volves specific costs for which prior
written approval fzouirements may de
imposed  congistent with applicavle
OWE nost principles listed in §215.27

{1; No other prior approval reguire-
ments for specific ‘tems may be im-
posed unless a deviation has bzen ap-
proved by OMB.

(] Whnen a Federal awarding agency
males an award that provides suppors
for both construction and nonconstruc-
tion work, the Federal avarding agen-
gy may require the regipient to reguesy
prior approval from the Faderal award-
ing apency before making any fund or
budget transfers befween the two types
of work supported.

() For both construction and non-
construction awards, Federal awarding
agencies shall reguire recipients to no-
tify the Faderal awarding agency in
writing promptily whenever the amount
of Federal authorized funds is expecied
to excesd the needs of the recipient for
the project period by more than 5500
or five percent of the Federal award,
whichever iz preater. This notification
shall not be required if an application
for additional funding is submitted lor
a continuation award.

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

(m) Within 30 calendar days from the
date of receipt cof the request for budg-
et revisions, Federal awarding agencies
shail review the request and notify the
recipient whether the budget revisions
have been approved. I the revision is
atill under consideration at the end of
30 calendar days, the Federal awarding
agency shall inform the recipient in
writing of the date when the recipient
may expect the decision.

s

{68 FR 26281, May 11, 2004, 25 amended at 70
FR 51880, Aug. 31, 200§)

5215.26 Non-Federal audits.

(2} Recipients and subrecipients that
are institutions of higher sducation or
other non-profit organizations (inclad-
ing hospitals) shall be subject to the
audit requirements contained in the
Single Audit Act Amendments of 1096

{31 U.8.C. 7501-7307) and revised OME
ATT 8CHMENT _Q/ ........
PAGE . l’:f oF .50 paceEs
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Jiroushkr o L-L08 Cb gl

LGk BUVEITITHEDLE A

Larnalions
(T Biate &nig !
e EUUJE"’ H1e
coniained in btne SINELE
Lrrendmente of 1996 (31 L=
750”" zngd revissd OME Circuiar
S Audits of States, Gc,\-‘f::‘r;nuan:ﬁ
and Non-Frofit Orgenizanions’

{¢; For-profit nustuul nou “ovb"“f-
oy the andit provisions of revised DME
iroular A-135 shall be subiect o the
zudit reguirements of the Federsal
AWArGing agensies
Cormmercizal org'n‘.za:'&om shzll
he subject oo the audis reguirements of
the Federal awarding agenty oI LhE
prirme regimient s inceorporated inuo
tne award document.

TSI

id)

L215.27 Allowable cosls.

For each kind of recipieni, there & 2
set of Federal principles lor dster-
mining allowable costs. Lllowability of
cpsts ghall be determnined 1no oaccord-
ance with the cost principies applicable
LL Lhé entity lncurring the costs. Thus,
allowaDility of costs imourred Dy Biate,
ioecal or federallyv-recogpized Inflan
tribal governments 1s determined in
wocordence with tne provisions of 2
CFE pari 225 “Cost Frinciples for
Stave Local and Indiar Tribai Govern-
mente {OME Circuelar A-B7." The allow-
ability of coste rmourred ©y non-profit
orgahizations 18 devermined 1n zocord-
anct with the DI‘OVlSanE o! I CFE part
230, “'Cost Principles Ior Non-FProfit Or-

ranizations (OME Circyiar A-122)7 The
aliowability of coste lngurred by insti-
tutions ©f tigher education is deuer-

mined in accordence wilh the previ-
s:ons of 2 CFR part 220, "'Cost Prin-
ciples  for Educationzal Institutions
(ONE Circuler £-2137 The zllowanility
of coBLe incarred DY LOSPlLals ik
uned in accorcance with the provi-
siong of Appendix E of 44 CFE pari 74,
“Prncipies Tor Devermuning Cosue Ap-
plizable we Research and Development
Tn G(::A Grants ané Contracis wilh Hos-
o)
o

SLET-

e allowabi 111"\' ol GOBLE
urred oy commerclzc o7 g'**' AT1OTiE
¢ those noL-profit ovgz 1LEDionE List-
el i f—A vuechiment O i 2%
GE

nel 1T aclLoT

in-

i PLoLibAL Lup 4

t218.28  Period of availabilizy of funds.

JNOINE Periel b spesifiet =

T OGHRTEE LD OLNE Franl ondy
allowalie resalting from obliga-
tiong incurred duaring tne Tunding pe-
rod and any prt-' ard COBLE wuthor-
126€ DY the Federe: awarding agency
t215.28 Condinonal exemplions.

w6 OME azuthorzes condivional ex-

empilon from OME adminisirative re-

guirernente znd ©o0st prinoiples circu-
lare for ceriein Federa® programs with
statutorily-antnoerized consoelidated

planning and consclic
tive Tunding. thatl are wdertified by a
Federal agency and EPProved b¥ the
head ol the Executive departiment or
stablishment. £ Federal agency shall
consult with OWE during i1ie consider-
atlon of whether Lo grant such 2n ex-
erOPTION.

atel afrninistra-

py To promote eifigiency in Sizte
and  local  program edministration
whern Fedsral noL-g AEINENT  Dro-
graims witll COmmoT purposse have epe-
cific  staittorily-zuthorized  Conscl
asted planning endé consclidatel ad-
ministrative funding ant where mosi of
he State  agencd’s IESOLYCEE  (OTHE
from nmon-Federal sources,  Federal
AWEBLOAEE TNAY EXReInpit whese coversed
Stpie-aGiministered, non—enulvlement
grant programs Irom cerwein OME
s mansgemenl requirements. The
wione woul€ e Irom:
The "F'E.]W'-‘T"”I’LEILLE i 2GR part

“Oost Principles {ur Suate, Local,
Tnmihan Tripal Governtnents (OME
Circular A-BT)”  other ihan  the

theat a1e
ol Appendiz

allocability of COBLE DroviBiONE
containec in subsection C.2
L Lo thal par:,;

{2y The reguiremenis it 2 CFE part
292G, Coest Principies for BEQUCaliofa:
inepivations  (OME  Circular  A-21)
other than the allocebility of coste pro-
V183TnE
C.4in peOTLLT.

Lnas eof Gonuelned i1n DATAEraph
Lppendiz Wi thal
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§215.30

than ohe alinealilingy
are in p er ] q
sectuion A of Appendiz & Lo Shat pars:
d4) The administrasive reguirements
nravistons of part 215 (OME Jircalar A-
310G, “Uniform Administrative Reguire-
ments: for Grants and Agreements with
Institusions of Higher Tducation, Bos-
pitals, and QOther Non-Profit Organiza-
tions,"';; and

5] The agencies' granis management
comrmen rale {see §215.5).

(cy When a Fedsral agency provides
this lexibility, as a prerequisite to a
State's 2xercising this ontion, a State
rmust adopt its own writben fiscal and
administrative requirements for ex-
pending and accounting for all funds,
which are consistent with She provi-
zions of 2 CFR part 225, ‘“‘Cost Prin-
ciples for 8tfate, Local, and

T
)

St
whal

Indian
Tribal Governments (OMEB Circular A-
g7y and sxtend such policies o all sub-
recipients. Thess fiscal and administra-
sive requirements must be sufficiently
specific to ensure shat: funds are used
in compliance with all applicable Fed-
aral statutory and regulatory provi-
sjions, c¢o0sts are reasonable and nec-
essary for operating these programs,
and funds are not be used for general
expenses reguired to carry out other
responsibilities of a State or its sub-
recipients.

(62 FR 262B1, May 11, 2004, as amended at 70

FR. 51881, Aug. 31, 2005]

PROPERTY STANDARDS

§215.30 Purpose of property stand-
ards.

Sections 215.31 through 21637 set

forth uniform standards governing

management and disposition of prop-
erty furnished by the Federal Govern-
meni whose cost was charged to a
project supported by a Federal award.
Federal awarding agencies zhall re-
guire recipients 0 observe these stand-
ards under awards and shell not impose
additicnal reguirements, unless specifi-
cally reguired by Federal statute. The
racipient. may use iss own propersy
management standards and procedores
orovided if observes the provisions of
§215.31 through §215.37.

g.ay

Ry

2]

2 R Ch. !t {1-1-04 Edition)
LI

pecipients shall, at a minimam. pro-
vide Lhe eguivaient insurance soverage
for real property ind eguipment ac-
aquired with Federal funds as provided
to proverty owned by Lhe reclpient
Federally-owned property need not be
insurad unless reguired by the ferms
and conditions of the award.

I!'l,‘-ﬂlT'Elﬂ o coveryg o,

§215.32 Heal praperty.

Each Pederal awarding agency shall
prescribe requirements for recipients
soncerning the use and disposition of
real property acguired in whele or in
part under awards. Unless otherwise
provided by statute, such require-
ments, at a minimum, shall coniain
the follgwing.

fa) Title to real property shall vest in
the recipient subject Lo the condition
that the recipient shall use the reoal
property for the authorized purpose of
the project as long as it is needed and
ghzll not encumher the property with-
out approval of the Federal awarding
2gency.

(b} The recipient shall obtain written
approval by the Federal awarding agen-
oy for the use of real property in other
federally-sponsorsd projects when the
recipient determines that the property
is no longer needed for the purpose of
the original preject. Use in other
projects shall be limited to those under
federally-sponsored proiscis fie,
awards) or programs that have pur-
poses consistent with those authorized
for support by the Federzl awarding
AZency.

{c) When the rsal 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
felliowing disposition instractions.

(1) The recipient may be permitted to
retain title without furiher obligation
to the Federal CGovernment zfter it
scompensates the Federal Government
for that percentage of the current fair
market value of the property aitrib-
utable te the Federal pariicipation in
the project.

r
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The DrOPErTY, DTUDEr Sales Prose-
Gures shall be establighed that pProvias
for competition O The exteni Dprac-
vicable ang result in the highest pos-
sinle remrp

(83 The recipient meay ve directed Lo
trensfer ule Lo The DPropsrwy Lo She
Federal Government or to an ehgilic
thir¢ party provided thal, In such
zzses, the reciplent snall be entitied 1o
sompensation for its attribuiavle Der-
centage ©f the current lalr market
vaine of the property.

Teciplent
LCosell

£215.33 Federally-owned and exempt
property.

{a) Federglly-owned property. (1 Titie

o iederally-owned prop rREINEINE

nerty

vpsted in the Feaera: Governunent. De-
cipiente shall submit anpu an i
ventory  listing  of  Isderally-owned
Property 1 thelr custody o the Fead-
eral awarfing agency. Upor compietion

of tme awarf Or WIen ofie Droperiy 18 Lo
LOTEERr Deeded, Lhe recipient shall
port the property Lo the Federal awardg-
ITVE &EEnCY TOr inrther Federa: afency
nhilization.

(2‘ I the Federz] a
hne Do furiner need for
Sﬂal be degiared excess ;
the General Servicer AAministre ‘-'; I.
uniess the Federwi awarding
hae staturery aLutnority tc dispose of
the propervy by aliernative meiho
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Technology Transfer Lot
371 (I)) wu donabe Tes,a.w
ment Lo educations) anc nompr
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$215.34 Eguipment

fa; Thtle Lo eguypImsent
rezipient witn Pederal
in the recipisni,
ol This secdion,

{b; The recipient shal. not use 6quip-
msent acgulred with Federad fands o
provide services vo non-Federal ozuside
organizetions for & iee that 1e less then
Drivate companies cherge ior eguiva-
Jen: services, uniess specificelly au-
thorizef by Fedsral statuie, for as long
28 whe Federz) Sovernment 28]
1nterest In thEe s0UIDITEIL.

(G, The Tooiplent Bnely ust
ment 1t the projser or
whick it wae acguiyed as 10NE & DGEG-
ed., wnethel or ot (he ProjeCt Or Pio-
EreIT COnTInusE Lo De suppurued by Fad-
era; furnds and skball not euc;umber the
propersy without approva: of the Fec-
ery’ awarding agency. Wher no louger
needed Jor tne Drojeci or pro-
gram, the recipient shnall use the equip-
ment 1m connecsion with 1ve other fed-
e sponsoret acgivities, the foi-
lowang order of prionity
1) Activiwes sponsoref by wne Fed-
eral awarding egency winich funded tne
original prmact then

‘20 Activities sponsorec by
erzl awarding c.gen iBE.

aequired by &
i funde snal vest
su'ngecz L oconditions

euaine

the sgup-

PIOETAIn dor

origiz

other Fed-

wdr During the me that eguipment
ie psed 0o the DT ot or program for
whicn it wes aoQuirsd, the recipient

shall malke it available {or use on oihier

Projesis or programe 17 such other use
will not interfere with E'"E work on The
Project or program for which the eynip-
meni WAS z,c,qun ed, First
preference for such wn

OO

o

Lial 1n:.anhi

ATTACHMENT Q

11

DS

L el



15.34

1%

T

rarse
ArOE TS
ather Federal awarding ag
anzipmant is owned Oy
Tovernmens, 1se on other acuivicies
not. gponsored hy the Feaderal Govern-
meitt shall he permissibie if authorizned
by She Federul awarding agency. User
cinarges shall be Sreated as program in-
SOMeE,

iel  When acquiring replacement
squipment, the recipient may use the
eguipment to be replaced as trade-in or
sell the eguipment and use the pro-
seeds to offset he costs of the replace-
ment equipment subject o 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 al]l of the fol-
iowing;

‘1) Bguipment records shall be main-
snined accurately and shall include the
jollowing information.

(i A description of the equipment.

(1i} Manufacturer's serial number,
model mumhber, Federal stock number,
national stock number, or other identi-
fication number.

(1i1y Source of the equipment, includ-
ing the award number.

{iv)} Whether title vests in che recipi-
ant or the Federal Government.

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

{vi) Information from which one can
calculiate the percentage of Federal
participation in the cost of the equip-
ment (not applicable to eguipment fur-
nished by the Federal Government).

vii) Location and condition of the
equipment and the date the informa-
tion was reporued.

(viiit Unit acquisition cost.

fix) Uittmate disposifion data, in-
cluding date of disposal and sales price
or the method used to determine cur-
rent fair market value where a recipi-
ent, compensztes the Federal awarding
agency for its share

{2y BEquipment owned by the Federal
Government shall be identified to indi-
cate Federal ownership.

3) A physical inventory of equipment
shall bhe taken and the results rec-
oneiled with the equipment records at
ieast once every swo yzars. Any dif-

zaromd

OIecos

areler

or

the

2 CE

PR

R Ch. It (1-1-06 Edifion)

hatwaen puantivzies
the phwsical mspection and
shown in the accounting records
shail be investigated to determine the
nzuges of the difference. The recipient
shall, in connection with the ‘nven-
rory, verify bhe exislence, current uti-
Hration, and sontinued need for the
pguipment.

{4y A control system shall be in efiect
to insure adeguate safeguards io prea-
vent loss, damage, or thefi of whe
aquipment. Any loss, damage, or theft
of equipment shall be investigated and
felly documented; If the eguipment was
owned by the Federal Government, the
recipient shall promptly notify the
Federal awarding agency

{5) Adegquate maintenance proceduras
shall be implemenied tc keep the
aquipment in good condition.

{6) Wheare the recipient is authorized
or required to sell the equipment, prop-
er sales procedures shall be estzblished
which provide for competition to the
axtent practicable and result in the
highest possible return,

(g) When the recipient neo longer
needs the aquipment, the eguipment
may be used for other activities in ac-
cordance with the following standards.
For egulpment with & current per unit
fair market value of 5000 or more, the
recipient may retain the equipment for
other uses provided that cormpensation
is made to the original Federal award-
ing agency or ifs successor. The
amount of compensation shall be com-
puted by applying the percentage of
Federal participation in the cost of the
original project or program o the cur-
rent fair market value of the equip-
ment. If the recipient has no need for
the equipment, the recipient shall re-
quest disposition instructions from the
Federal swarding agsncy. The Federal
awarding agency shall determine
whebther the equipment can be used wo
meet the agency’s requirements. If no
requirement exists within that agency,
the avallability of the equipment shall
be reported to the General Services Ad-
ministration oy the Federal awarding
agency Lo determine whether a require-
ment for the eguipment exists in other
Federal agencies. The Federal award-
ing agency shall issue instructions to
the racipient no later than 120 calendar

r\
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DY applving Lo the sales procesls vne
peruentags 07 Federal DartlCipablon in
Lite CDEL Of Tht ungma p ciect o pro-
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ship the sguipment elsewhere, the re-
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e vhe TFederal Government or oo a
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imeTructed Lo
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215,80 Supplitb and other expend-
able properoy.
fay Taule L BUS
per 1aaule RIURETLY 4
S1pient LDOL WL,Lusluur. 7 there 18 &
residusl inverniory o7 uanused suppiies
exoeeting 35000 1m0 Louml ggr»‘;gabe

value upun Terminalion ur ¢
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Tae recipient
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vities or sell puat shell, i e:-
Ther case, compensate the Feferz] Gov-
erament ior 1ve shere. The zmount of

COmipensation shel: be computed in ©
saTif manner as {or sguipment
by The recipient shall noi use sup-

plies acguired with Fedsral unds o
provide services Lo non-Federal outside

OrEedlnations Jor & fes Lhat 1 iese than
private companies charge I0r equiva-
ient services, uniess specificzlly au-
thoriwsd by Tedera. stanule wf lODE &8
the Federa: Governmmenl relaille &n M-

Lerest in Lne supplies

£ 215,36 Intangible property.
{z) The recipient meay copyright eny
work Thal is sebject Lo copvrignt and
Geveloped, or for which cwriers!
pu:ﬂﬁasuc under an awerd.
(1BS, roserve
nonemlu wve gnd itrev-
L0 reprodues, pablisk, or
otnerwigse use Lhe work {or Federal pur-
puses, 256 aurnorize others 1o 00 50
‘b Reciplenis are subject 1o &PDillce-
Wie regdiETione governing patente and
inventions. mclumng covernmeni-wide
regulations issued oy the Depariment

+r
vl

of Commerce at 37 OFR part 401,
“Tights Vo Inventions Made Dy Non-
profit Organizetions and Smell Bus-

ness Plrms Under Gmet‘*lm‘-‘rt Grants,
AFTec-
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2Lonanhomime athers Lo PENIG- ‘Bt A Faderal agency purlic!y 2nd af

DU or stherwise such  fHoally cites aron Tindings in

dase (o Federal purposes supnory of an agency action that nas
it 1 T addision, N oresponse Lo a4 the farce and effect of law.

Froargom of Informesion Act (FOIA) re-
qguest for researcn dats relating o pub-
lished rescarch findings produced ander
an award shaw was used by the Fedoral
TGovernment in developing an agency
action that has the force and effect of
law, the Federal awarding agency shail
raquest, and bthe racipient shall pro-
vide, within a reasonable time, the re-
search data so that they can be made
avatlable to the public through the pra-
cedurss established under the FOIA. If
the Federal awarding agency obtalns
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 cbtaining
the research data. This fee should re-
fiect costs incurred by the agency, the
recipient, and the applicable subracipi-
ents. This fee is in addition to any faes
the agency may &8sess under the FOLA
5 .8.C. 552(a)dXA).

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

(i) Research data is defined as the re-
corded factual rmaterial comrnonly ac-
cepted in the scientific cornmunity as
riecessary to validate research findings,
hut not any of the following: Prelirni-
nary analyses, drafis of scientific pa-
pers, pians for future research, peer re-
views, or comrmunications with ool-
ieacues. This “recorded” material ox-
cludes physical objects {(e.g., laboratory
samples). Fesearch data also do not in-
clude;

tA) Trade secrets, commercial infor-
mation, materials necessary 4o 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 constitute a
clearly unwarranted invasion of per-
sonal privacy, such ag information that
sould he nged to identify a particular
parson in 2 research study.

/i1y Published is defined as either
when:

(&) Research findings are published
in a paer-reviewsd sciensific or tech-
nizal journal; or

s
el

111y Used hy the Federal Govarnment
in developing an agency action shat
has the furce and effect of law is de-
fined as when an agency publicly and
officially cites the resecarch findings in
support of an agency action that has
the force ang effect of iaw.

(e} Title to intangihle property and
debt instruments acguired under an
award or subzward vests upon acguisi-
tion in the recipisnt. The recipient
shall use that property for the origi-
naily-authorized purpose, and the re-
cipient shall not encumber the prop-
erty without approval of the Federal
awarding agency. When no longer need-
ed for the originally authorized pur-
puse, disposition of the intangible prop-
arty shall occour in accordance with the
provisions of §215.34(g)

[69 FR 26281, May 11, 2004, as amended at 70
FR 31881, Aug. 31, 2005)

£215.37 Property trust relationship.

Real property, squipment, intangible
property and debt instruments that are
acquired or improved with Federal
funds shall be held in trust by the re-
cipient as trustee for the beneficlaries
of the project or program under which
the proverty was acquired or improved.
Agencies may reguire recipients to
record liens or other appropriate no-
tices of record to indicate that per-
sonal or real property has been ac-
ouired or tmproved with Federal funds
and thai use and disposition conditions
apply to the property.

PROCUREMENT STANDARDS

§215.40 Purpose of

standards.

Sections 21541 through 21548 set
forth standards for nse by recipients in
establishing procedures for the pro-
curement of supplies and other expend-
able property, equinment, real property
and other services with Federzal funds.
These standards are furnished to en-
sure that such materials and services
are obtained in an effective manner
and in compliance with the provisions

procurement
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LEENCILE LDOT TeCIDIEnUE  LIjess
Llfl(;al'i} regquiret ny Federz! suauul
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P210.41

The Standarte contained 1n this
tior 6o not relieve the r-ec]plent O'-' T
contracstual espunsibjhmes 51
ander 1LE COnLTACLIS). raciplen\ i
the 1'eELO nslme enumo'" ¥, WITtLout re-
cobrse oe the Federal awarding agency,
regarding the settiement and satisfac-
ticn of 2li convraciua!l and adminisura-
tive issues arising out of procurernents
snered inve ir support of an sward or
other agreement. This includes
putes, claime, probests of eward, sourse
evaluation or other meatiers ol a con-
wraetual nature. MATLers  concerning
violation of stetute are wc be referred
1o such Federal, 3tabte or local author-
ity &k May jave proper jurisdiction

Recipient responsibilities,

The

die-

§215.42 Codes of conduct.

The recipient shall malnsain wIitten
sLandards of conduct governing uhe
verformence of its emplovees engagsed
iz the awa:-d and administravion of
COTLLrac Ne emyplovse officer, or
agent s}ml‘ participale 1T e seleclioln,
wward or maminisiration of & CONITACT
supported by Federa: funds 1 & Teal or

apprarent condflict o7 inverest woull oe
wnvoived, Buct s conflict would arise
whzn the empicyse, officer, or agent,

any member of hie
Jemily,
1112610

or her immetiate
Mig or her pariner, Or an DIGE-
virich ermplove oF IF abont Lo
empley any of the partise ingicaied
Herelh, has 2 Nnancial or other intersst
i the firm selected {for an award., The
officers, emplovees, and agents of the
r‘eﬂ;pmnt snell nw'*‘ne* 50MCIT TIOT ac
cept greatuwities favors, or apyihing o
moneuary value fmm LOntractuTe, 0
pariies o subagresmenis. Hopwaver, re-

1
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Ccipienie miey set standards {or situa-
nowhieh the financial nlerest 18
uos\,dma“ or vhe gifl 15 &L unso-
¢ iusm of nominel value, The
ards of conduct shall provide for
111"“1 VooaCtions L be epplied fer
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pient. Any anc all bide or ofiers meay
=C whan iU 18 in Thie recipient’s
innerest Lo do sc
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VA TUACLET
minimam aceepbable stendards.

iv, The specific features of “‘brand
name or asguatl’ descriptions thatb bid-
ders are reguired Lo meet when such
itame are included in the solicitation.

'v; The acceptance, Lo the sxuent
practicable and sconomically feasible,
of products and serviceg dimensioned in
the metric system of measurement.

(v{} Preference, Lo the exten: prac-
ticable znd economically f{easible, for
products and services that conserve
nabural resources and protect the envi-
ronment and are energy efficient.

(b) Positive efforts shall be made by
recipienss bto utilize small businesses,

e TeulY

perinTm

rance af ancenuable

minority-owned firms, and women’s
husiness enterprises, whenever pos-
sible. Recipients of Fedsral awards

shall sake all of the following steps to
further this goal.

(1} BEnsure that small businesses. mi-
norigy-owned firms, and women's hasi-
ness enterprises are used to the fullest
extent practicable.

(21 Mzlre information on forthcoming
opporitunisies available and arrange
sime frames for purchases and con-
tracts to encourage and facilitate par-
ticipasion by small businesses, minor-
ity-owned firms, and women's business
enfierprises.

(33 Consider in the contract process
whether firms competing for larger
contracis intend to subcontract with

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

{4) Encourage contracting with con-
sortiums of small businesses, minority-
owned firms and women's business en-
terprises when a contract is too large
for one of these firms to handle individ-
unlly

{5y Use the services and assisuvance, a8
appropriate, of such organizationsg as
the Smezll Business Administration and
the Depariment of Commerce's Minor-
ity Business Development Agency in
the solicltation and utilization of
small businesses, minority-ownad firms
anit women's hurinass enterprises.

{c) The typs of procuring instruments
used (e.g., fixed price contracts, coshb re-
imbursable contracte, purchase ordsrs,
and incentive sontracis) shall be deter-
mined by ihe recipient hut shall ba ap-

Z CFR Ch I (1-1-06 Edition)

PR
ars

propriate for the partienlar progure-
ment and for promasing she hest int
agt of the program or project involvad.
The Crpogt-plus-a-percentage-nof-cost”
or “‘percentage of construction cost”
methods of contracuing shall not bhe
used.

(dy Contracts shall be made only with
respensible contractors vwho DPOSSEsS
the potential ability to perform sac-
cessfully uander the terms and condi-
sions of &Ghe proposed procurement.
Consideration shall he gilven to such
mabters as contractor integrity, record
of past performance, financial and
technical resources or accessibility o
other necessary resources. In certain
circumstances, contracts with ceriain
parsies are restricted hy agencies’ ioi-
plementation of E.Qs 12548 and 12689,
“Dabarment and Suspensgion.”’

{e) Recipients shall, on request, make
svailable for the Federal awarding
agency, pre-azward review and procuré-
ment documents, such as raguest for
proposals or invitations for bids, inde-
pendent cost estimates, ete., when any
of the {following conditions apnly.

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

{2} The procurement is expscted to
exceed the small purchase threshold
fixed at 41 U.8.C 403 (11) (currently
$25,000) and is to be awarded witheut
competition or only one bid or cifer is
received in response o a solicitation.

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

oo

tirreshold, specifies a ‘brand nezme"
produch.

4y The prnposed award over the
small purchase threshold is to be

awarded to other than the apparent
low pidder under a sealed bid procure-
ment.

{5y A proposad contract modification
changes the scope of a contract or in-
oreases bhe contract amount by more
than the amount of the small purchase
threshold.

421545 Cost and price analysis.

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

4
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UocaDility and allowaibility.
t215.46 Frocurement records.

PmuL ement resords and Ties {or
in excess of the smal: pur-
cnase Threshicld shall inciude the Ioi-
lowmg &t ¢ minimum;

{2 Desie 107 COLTTASLOY Selnoiion:

(b; Justficeiicn for lack of comoeui-
oD whel cDmpetitive Dids or offers
are not optained: and

{c: Bagic {or awarf COSU O DTiCE.

$ 215,47 Contract administration.

£ sysiern {or contract administration
shell e meintained L0 ensure oon-
tractor conformence with the terms,
conditions and specifications o©of the
contract and o ensure adecuste end
simely joliow up of a1l puﬂ"haseﬁ Te-

cipients snall evaluate COnNtTracior Der-

furmance and documment, &g BDPro-
prizte, wneiher coniraclors nave met
the Le“ms condisions and specifica-
Tions of tae coniract.

£215.48 Contract provisions.
The recipient ghall inciade, 1n adoi-
TLOL Wo pronsmns wo defing 4 sound and
omEiete agresment. the Ipllowing pro-
vlsions <no 21l copuiracts Toe following
provisions shall alse De applied Lo sub-
CONLIACT

&) GOTLTACLE in excesg o the small
purchase toresholf shall uoniell con-
tracttal provisions or conditions {hat

aliow for admlnis*"'ani\’e. COnLTaE GLuE.“-..

or lege) remedies 1n instances in whick

4 CONLTACLOr Viplales OF Lrezches the
gontract terms. and provide for such
remedial  actions as may be  enpro-
priate

(by A1l contracte in excess of the
mell purenase thresholc stall contain

sWilalbie provisions for Lerminellon by

ine recipient, InCinding ihe manner py
eﬁﬁu;ec‘

wrich termination 1 11 De
and the basle for se
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Lermineilcn has not been made, the
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lows

O A pif pusrTEnLet iromm sach
eQuivalent to five percent of
price The 'bid guaranitee’ shali coL-
sist of & {irm commitment suchk as a
Did bond. cergified coecik, or other oe-
EOTienie IREUFQIMENT aCCOmpPanying a
TAf ze assUrance that the bidder shall,
upon  acceplance of nie bia,
suLh (onLrauuLa] AoCUMERTE &8 rmat Ue
reguiret wilkin the Sime specified

(2. & periormancs bond oxn the part of
the contrattor ior 100 percent of
convrect price. A Cperformeancs bond
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vontract 1o secure Tuifillment of all ©
under suc
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racipionn © swrnrding

ey, she Comporolier General of the
United States. or any of thelr duly au-
Lhovized representatives, shall have ac-
4es85 Lo any hooks, docurments, papers
and racords of (he contracior which are
directly peruinchkic b0 a specific pro-
eram for the purpose of maiting aadits,

ane

axaminations, avcarpts  and G-
scriptions.
fey All zontracts, including small

purchases, awarded by recipients and
their contractors shall cortain vhe pro-
curement provisions of appendix A o
vhis pars, as applicable.

REPORTS AND RECORDS

4215.50 Purpose of reports and
records.

Secotions £15.51 through 21553 set

forth the procedurss f{or monitoring

and reporéing on the recipient's finan-
sial and program performance and bhe
necessary standard reporéing forms,
They also set {orth record retension re-
quiremeants.

5215.51 Monitoring and reporting pro-
gram performance.

{a) Recipients are rssponsible for
managing and monitoring sach project,
program, subeward, fanction or acliv-
ity supported oy the award. Reciblents
shall monitor subawards $o ensure sub-
recipients have met the andit reguire-
ments a8 delinzated in §215.26.

(by The Federal awarding agency
shzll prescrivpe &the {requency with
which the performance reports shall be
submitted. Except as provided in
§215.51(0), performance reports shall
not ove reguired more freqnenily than
quarterly or, less freguently than an-
nualily. Annual reports shall be due 90
calendar days after the grant year
gquarterly or semi-annual reports shall
Le due 30 days after the reporting pe-
riod. The Faderal awarding agency may
require anrual reports before the anni-
versary daztes of multiple year awards
in lteu of these requirements. The final
performance reports are due 90 cal-
endar days after the piration or ter-
mination of the award.

‘e) If inappropriate, a final fechnical
or performance report shall not be re-
quired after completion of the project

ax

2%

62

2 CFR Ch. Il (1-1-0¢ Edition)

v required, pacformance e
ports shall conerally contain, for h
award, nmef information on each of the
iollowing.

1) A comparison of actaal accom-
plishments with the poals and obec-
sives established for the peried, the
findings of the invesiigator, or hoth.
Whenevar appropriate and the ouspus
of programs or projects can be readily
guantifised, such quantitative dasz
should pe related to cost date for com-
putation of unit costs,

(2) Rezsons why established goals
were not met, il approvriate,

{3) Other pertinent informsation in-
cluding, when appropriate, analysis
and explanation of cost overruns or
high anit costs.

(es Recipienta shall not he reguired to
submif{ more than the original and $wo
copies of performeance reporss.

{1y Recipients shall immediately no-
tify the Federal awarding agency of de-
velopments that have a significant im-
pact on the award-supported activities.
Alse, notification shall be given in the
case of problems, delays, or adverse
conditlons which materizally 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 neesded
Lo resolve the situation.

(g) Federal awarding agencies mey
make site visits, as neaded,

(h) Federal avwarding agencias shall
comply with clearance requirements of
5 CFR part 1320 when reguesting per-
formance data {rom recipients.

Wien

enrn

eal

u

§215.52 Financial reporting.

{a} The following forme or such other
forms as may be approved by OMB are
authorized for obtaining f{inancial in-
formastion from recipients.

(1) SP-269 or SF-26%A, Financial Sta-
tus Report.

(i) Each Federal awarding agency
shall reguire racipienis to use the S¥-
268 or SF-2604A to report the status of
funds for all nonconstruction projects
or programs. A Federal awarding agen-
cy may, however, have the option of
not reguiring the SF-268 or SF-269A
when she 5F-I70, Request for Advance
or Relmbursemens, or ST-272, Report
of Federzal Cash Transactions, is deler-
mined to provide adequate information
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PAGE .2\ oF .20 PAGES




OME Circaiare g Guidanc

[o3)]

1ukef

thie

renlente

=R, E

w000 gords are nol Lormaliy
rept on the astruoal LaSls, the TELIZIENT
shall nol pe required L0 GOOVErLD 1uE al-

COGNTIing sysvem, bot ghall develon
such ascrual informeticl. ThIOGEL best
esrimates based or an anelvsis o Wz
AOCMTIENLALI0T O Nand

{iiiy The Federzl awd.r mE AEERCY
shall oetermine the requelly ct" e
Financal Status Report lor  each
Dreject oY DrOgreIn. COHSlﬂu-L_ the
size and complexity of the pc..I'uJ. lar
Dro)eci or Prograln. dowever, the Ie-

port snall not be reguired more ire-

guently than grarterly or less iTe-
guently tnan anmusdy. £ fingl report
shall be reguired at thie complevion of

the agreement.

(v The Fedsral awarding agenly
shall require recmlenus L¢ submit
SF-28% or SF-2344 (aT original ant no
nove LIArn WO CODiBE Lo laier thal 30
deve afver the end of eacr speciiied Te-
porving period {or guarierly and semi-
annug! reporse. and Y0 calgndar gays
for annual and finzl reporbts Exten-
sions of reporting dne dater TGAY DE 2D-
provel DY ihie Federel awardilf afehcy
upon recuest of the resipient

(2; EF-202. Feport of Federal Cash

ransaciions.

0 Wrner iunds are advanced Lo re-
piplelts the Fogeral awardinf agenhcy

shall Teguire each reclpient te submit

vhe EF-27% and, when nelessary, 1€
somvinuation shest. EF- 2” 2. The Fui-
era. awarding wgency snall use this re-
,_)D“a, L0 moniver cash advanceC o re-

oipienis a2

16 LG oDTAME dIELLTREThENL
formation [or eash agreement with
racipienis

(i1) Federa:

-

vhe

awarding agencles mey

require {orscasis of Feaeral cash re-
guiremerte 10 The “Remarks' section
o thie raport

{133, Wnern prestical and Csemel nec-
gssaTY, Feders: BwaTding aFenties eV
reOulre recipieniE Lo renort in The

CReInarys’ sectiorn whe amount O cash
sOvanses rensived in exwes: 0f Lnrce

o

oriunly upo; 1

Feaeral awaz‘ﬁ; WE GEENCIBL LAY
1nE regulilemment 107 SUbynhissicn
of the SF-277 for oany one of the ion-

LOWILE TBASDNE:

(A Wner monu sdvancet 4o no
exceed §23,000 per recipient. srovided
that 5ucl  =Ovaenses arl's monilered

througl other

52CTil.

forme conies Lbd i thic

{B; 1i ir the Federzi awarding agen-
cve oplnion. vhe recipient’s aCoouNLing
COntrols aTe sfecuale Lo MINITIZE eX-
cessive FeCeral agdvances, or

(o :

VWhern the elsctroni

HLEGIL@-_.].:."H.: provide
(o, Wnern the Fed
¥

needs  addilic
{freguent Teg
m: oDpsErven
aiGdltional infommation
cormty with legisl
Peﬂa* 2l EWaICGINY ageniles
INETTULTAONE Lo Iégulre Ié-
;.:mnm sucn  rdormatior
Temarks' szer:0on of the Te-

18

Tive TIe-

BIITE,

INE RERNCY
‘B mocount-

deterimines
LE SVELET: GORE

e e 2 34

Cur

the standarcs

i 4
[ G U S N

MRS &

nervinent infor-
we furiher Monitor awaros ILas

be sulaimsl apon writtsn notize te the
raoipient until such time ws the sySiem
is prougny up e grendart, The Federa!l
fww(i';ng LEELOY . T Oblalling this in-
ghizll cormply with reporm
zez;ulremermﬁ ol & CFR part

warding agendt
: shade UL BDY

leg
lel(:

are en-
tem orn

ATTACHMENT

| 2ece 75

[t=

.. C

20

s N Wakale



£775.53

.o Wederalo oo N
vroide pompinar o aleniranis ounhrLs
Loocecintente when such ioes ar
nanurihutes Lo the of report-

ng

£215.68 Retenfion and access require-
ments for records.

tat This section sets forth regquire-
ments for record retention and access
0 records for awards to recipients.
federal awarding agencies shall not
impose any obher receord retention or
access reguirements upon reciplents.

() Pinancial records, sunporéing doc-
aments, statistical records, and all
other records periinent to an award
shall be retained for a period of three
years from the date of submission of
the final expendifure report or, for
awards thabt ars renewed quarserly or
annualiy, from the date of the submis-
sign of the quarterly or annual finan-
aial report, as authorized by the ¥Fed-
aral awarding agency. The only excep
sions are the following.

/13 I any lHtigation, clzim, or andit is
started before the expiration of the 3-
vear period, the records shall be
tained until ail litigation, claims or

.
re-

audit findings inveiving the records
have been resolved and final action
talren.

{2y Fecords for real! property =and
equipment acquired with Federal funds
¢hall be retained for 3 years after {inal
disposition.

{3) When records ars transferred to or
maintained by the Federal awarding
agency, the 3-vear retention require-
ment is not applicable to the recipient.

4y Indiract cost race proposzls, cost
zllocations plans, ete. as specified in
§215.53(;Z).

(¢) Copies
suhstituted
authorized
agency,

(@) The Federal awarding agency
shall  reguest Sransfer of ceriain
records to its cnstody from recipients
when determines that the records
possess  long term  retention  value.
Uawever, in order to avoid deplicase
recordlkeaping, a [Federal awarding
agency may make arrangements for re-
ciplents (o revain any records that are
consinuonsly neaded for joint aze.

of original records may be
for the original records if
hy +the Federal awarding

LE
i

P

Z ZFR Cho Il (1-1-0% Edition)

T Fadoral swarding agency. she
onor Generadl, Somptrollsr Jen-
eral of Lhe TUnited Staies, or any of

sheir dury pushorizad represeniabives,
nave the right of timely and unre-
stricued access Lo any bools, docu-
ments. papers, 01 other records af re-
sipients  fhat are pertinegnt Lo whe
awards, in order Lo make audits, sx-
aminabions, excerpts, wrangeripss and
soples of such documenss. This right
algo includes timely znd reasonable ac-
sess to a reciplient's personnel for the
purpose of interview and discuassion re-
iated to such documents. The rights of
ac0ess in this paragraph are not lim-
ited to0 the required retentionm period,
but shall last zs long as records are re-
Lained.

(f) Unless reqguired by statute, no
Faderal awarding agency shall place
restrictions on recipients fthat limit
public access to the records of recipi-
ents Shat are pertinent to an award, ex-
cept when the Federal awarding agency
can demonstrate that such records
shall be hept confidential and weuld
nave been exempited from disclosure
pursuant to the Freedom of Informa-
sion Act (5 U.8.C. 582) if the records
had belonged to fhe Federal awarding
ATENCY.

(g) Indirect cost rute proposals, cosi al-
lpzcations plons, etc. Paragraphs (g¥(1)
and (£)2) of thie secticn apply te the
following types of documents, and their
supporting records: indirect cost rate
computations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate at which a
particular group of costs is chargeable
fsuch a& compnuter usage chargeback

rates or composite fringe hepeflit
rates)

3y If submuited for megetiction. I the
recipient submits to the Fadaral

awarding apency or the suabrecipient
submits to the recipient the proposal,
plan, or other computasicn to form the
nasis for necotiation of the rate, then
the S-year retention periced for its sup-
porsing records starts on the date of
such submission.

(M IS not submitled for negotiation, I
the recipient is pot required to submit
to the Federal awarding agency or the
subrecipient is not required to submit
o the recipient the proposal, glan, or

ATTACHMENT .
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Lher SOMpLE.
I INATION ANL BERFORCEMENT
L£215.60 Purpose of tlerminetion and
enforcement.
Secvions 215,67 ancé 21567 ser forth
uniiorn SLSPENSIOn. berminztion And

enforgement procedures.

£215.81 Terminatinn

(&) Awards may be terminalsi In
Wwnole ©r ip part Omly U Parapraihe
fais {2y or (3 of this seCUI0L APPIY.

1, By the Federal awarding apgency.
17 a recipient metenaliy falie to com-
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2Warad.
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cluding the effective deie and. 1T iLe
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Federa! awarcing agency wrulen
novification setting lorvh tne
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Gate, anf. 1r the case OF pariic
nation, bhe portion we e
However, 1f the Federal swardinp ager-

i

EIee

The
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‘”i BCLIVE
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fed portlon of the grani will pos

complish the purposes 1o wiiaL Ine
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o T

nrany

BTN |
fo debarment  and sushaension  ande
T.0g 12349 and 12688 and he i
awarding apency hinplementing r
siomns sae §316H.13).

Subpart D—After-the- Award
Requirements

£2156.70 Purpose.

Sactions 215.71 through 21573 contain
closeont procedures and other proce-
dures for subseguent disallowances and
adjustments.

£2153,71 Closeout procedures.

fa) Recipients shall submit, within 30
calendar days after the date of comple-
tion of the award, all financial, psr-
formance, and other reporss as required
by the terms and conditions of the
award, The Federal awarding agency
mey approve extensions when re-
guested by the recipient.

(by Unless the Federal awarding agen-
oy authorizes an extension. & recipient
snall liquidate all obligations incurred
undar the award not later than 90 cal-
endar days after the funding period or
the date of complation as specified in
the perms and conditions of the award
or in agency implementing instruc-
tions.

(¢) The Federal awarding agency
zhall make prompt sayments to a re-

ipient for allowable reimbursable
costs under the award being closed out.

(d) The recipient shall promptly re-
fund any balances of uncbligated cash
that the Pederal awarding agency has
advanced or paid and that is not au-
thorized to be retained by the recipient
{or use in other projects. OMB Circular
A-129 govarns unreturned amounts that
hecormne delinguent debts.

(e} When authorized by the terms and
conditions of the award, the Federal
awarding agency shall make a ssttle-
ment for any apward or dewnward ad-
sustments to the Federaz] share of costs
after closeout reports are received.

{fy The recipient shall account for
any real and personal properiy  ac-
guired with Federal funds or received
from the FFederal Government In ac-
cordance with §215.3] through §218.37.

(gy in the everit a final audit has not
peen performed prior to the closeout of

[

&

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

L. the Federa!l awarding agency
shall retaln the right o recover an ap-

propriabe amounf after fully comnsic-
ering whe recomrmendations on  dis-
sliowed fosts resulsing from She final
andit.

7% and

s

§214. Suhsequent  adjustments
cantinuing responsibilities.
{a; The closenus of an award dozs not
affect any of the foliowing:
(1) The right of the Federal awarding

agency oo disallow costs and recover
funds on the hasis of a later aundit or
other review.

(2) The obligation of the recipient to
return any funds due as a result of
iater refunds, corrections, or other
sransactions.

4y Audit regquirements in §215.26.

14y Properby management reguire-
ments in §215.3F through §215.37.

{5) Records retention as required in
§4915.53.

by After closeout of an award, a rela-
siomship ereated under an award may
he modified or ended in whole or in
part with the consent of the Faderal
awarding agency and the rezcipient,
provided the responsibilities of the re-
cipient referred to in paragraph (a) of
this secticn, including those for prop-
erty management as applicable, are
considered and provisions made for
continuing respongibilities of the re-
cipient, as appropriata.

[69 PR 262681, May 11, 2004, a5 amended at 70
PR 51881, Augp. 31, 2005]

§215.73 Collection of amounts due.

(2} Any funds paid tc a recipient in
sxcess of the amount o which the re-
gipient s finally determined to be enti-
sled under the terms and conditions of
the award constitute a debt to the Fad-
sral Government. If not pald within a
rezaonable period after che demand for
payment, she Federal awarding agency
may reduce the debt by paragraphs
(a1}, {2) or (3) of this section.

1y Making an administrative offset
agalnst other requests for reimburse-
ments.

(2} Withholding advance payments
atherwise due to the recipient.

(3) Taking other action permi
statute,

(1) Excent as otherwise provided hy
2w, the Fadera] awarding agency shatll

&
o

Led hy
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O 1302 Dach
:ohbving wlth
aon-Federal funds shat taxes place in con-
weetion with obizining any Federw) award.
sucn disclosures are forwarded {rom uer to
tlar np to the reciplent

4. Debarment and Suspension (L 0.5 12640
anet  126RUy—aA  contract  award  with  an
amount expectad to equal or excecd £25.000
and certaln other contracs awards 138e 2 CFR
180,220} shal! not be made to parties Hsted on
the povarnment-wide Bxoluded Parties List
System, in accordance with the OME guide-
Mnes at 2 CFR part 180 that implement B.O s
12549 (3 OFR, 1886 Comp., p. 189) and 12009 (3
CFR, 1080 Comp.. p. 235), “Debarment ahd
Suspension.' The Exciunded Parties List Bys-
temn sontains the names of parties debarred,
suspehdsd. or otherwise axcluded Dy agen-
cfes, as well 28 parties declared ineligible
pnder statutory or regulatory authority
ovher than B 0. 12549

(69 FR 206281, May 11, 2004, a5 amended at 70
TR 51879, Aug. 31, 2008]

<L 4

PARTS 216-219 [RESERVED]

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

Sec.

220.5

22010
200.15
220.20
220.35
220.30
220.35

Purpose.

Beope.

Policy.

Applicabllity.

OWE responsibilities.

Federal agency responeihilities,
Effective date of charnges.

220.40 Relatlonship to provious i@suance,

22045 Informadion contact.

APPENDTN A TO PART 120—PRINCGIFLES FOR DE-
TERMINING COGTS APPLIGABLE TD GRANTS,
CONTRACTS. AND OTHER AGEEBEMENTS WITH
ENUCATIONAL INSTITUTIONS

AUTHorRITY: 31 U.S.C. 503; 31 U.8.C. illl; 41

U.8.C. 405; Reorganization Plan No. 2 of 1970;

E.O. 11681, 35 FR 10737, 3 CFR, 1866-1970, p.

939,

Source: 10 FR 51881, Aug. 31, 2006, unless
ntherwise noted

$220.5 Purpose.
This part establishes principles ior
determining costs applicable o grants,

contracts, and other agrsements with
sdunational institutions.

m

36

2 CFR Ch. Il {1-1-06 edifion)

FYs)
Loz

G.10

The principles 1o Lhis parl d=al with
e subjecy of cost determinaiion. and
make no atternpu L0 identify the oir
curmstances or digiate the ewtent of
aremcy and nsoibebional participation
it Lhe financing of a pardcular project.
Frovision for profit or other increment
ahove ~ont i nuiside the scope of this

part.

Scope,

§220.15 PFolicy.

The principies in this part are de-
signed to provide thet the Fedaral Gov-
ernment Ddear its {zir shars of fotal
rosts, determined in accordance with
generally accepted accounting prin-
ciples, except where restricted or pro-
hibited by law. Agencles are not ex-
pected o place addisional restrictions
on individual items of cost. The suac-
sessful application of cost accounting
principies requires development of mo-
tral understanding petween represent-
atives of educational insiitutions and
of the Federal Government zs to their
scope, implernentation, and interprefa-
tion,

§220.20 Applicability.

(a) All Federal agencies that sponsor
research and development, training,
and other work at educational institu-
tions shall apply the provisions of Ap-
pendix A to this part in determining
the costs incurred for such work. The
principles shall also be used 2z a guide
in the pricing of fixed price or lump
SuUMm agreements.

(b} Each federal agency that awards
defense-reisted contracts to a Feder-
ally Punded Ressarch and Development
Center (FPRDC) associzated with an
edueational institution shall reauire
the FFRDC to comply with the Cost
Avcounting Standards and with the
rules and regulatione issued by Sthe
Cost Accounting Standards Board and
set forth in 47 CFR part 99.

$220.25 OME responsibilities,

OMTE is responsibie for

(& Issuing and maintaining
ance in this part.

{p) Interpreting the policy reqguire-
ments in this part and providing assist-
ance o ensure effective and efficient
implermentation.

the guid-
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TIRCULLE WL, B-177

revised May 10, 20064
TG THE AEZLDS OF EXECUTIVE DEPAPTMERTS EHD ESTREELISHMENTS
SUBJECT: Zost Princaiples for Non-Profit Orgenizations

1. Purpose. This Circular establishes principles for determining costs of
grants, contracts and otner agreemsents with non-profit organizations. It

not apply To colleges and universities which are covered by Cffice of Manage

and Budget {(OMB) Circular Bh-21, "Cost P17nﬁ1p gs for Educational Institutie ;
State, local, ano federally-recognized Indian trikal governments which are
coversed by OME Circular &-87, "Cost Principles for State, Loczl, and Incdian
Tribal Governments”; or hospitals. The principles are designed to provide that
the Federal Government bear its fair share of costs except where restricted or
prohibited by law. The principles do not attempt tc prescribe the extent of
cost sharing or matching on grants, contracts, or other agreements. However,
such cost sharing or matching shall not be accomplished through arbitrary
limitations on indiwviduzl cost elements by Federal agencies. Provision for
profit or other increment above cost is outside the scope of this Circular.

o)

&

w

r+

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

3. Bpplicability.

a. These principles shall be used by all Federal agencies in determining
the costs of work performed by non~profit organizations under grants,
cocperative agreements, cost reimbursement contracts, and other contracts in
which costs are used in pricing, administration, or settlement. 211 of these
instruments are hereafter referred to as awards. The principles do not apply tc
awards under which an organization is not required to account to the Federal
Government for actual costs incurred.

D. 211 cost reimbursement subawards (subgrants, subcontracts, etc.) are
subject o those Federal cost principles applicable to the particular
organization concerned. Thus, if z subaward i5 to a non-profit crganization,
this Circular shell apply; if a subaward is to a commercial organization, the
cost principles applicable to commercial concerns shall apply: if a subaward is
to a college or university, Circular A-231 shall apply; if a subaward is to a
State, loczal, or federally-recognized Indian tribal government, Circular A-67
shall apply.

ATTACHMT ™ 9 ......
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i 15 not organized vrimarily for profit; and

!3% uses its net proceeds to maintain, improve, and/or expand Lts
operations. For chis purpose, the term "non-proiit organization® excludes 1)
colleges and universities; ({(i1i} hospitals; (iii) State, local, and fedsrally-

racognized Indian tribal governments; and (iv) those’”
non-profit organizations which are excluded from coverage of this Tircular in
accordance with paragraph 5.

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

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

6. HResponsibilities. Agencies responsible for administering programs that
involve awards to non-profit organizations shall implemsnt 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. Rttachments. The principles and related policy guides are set forth in the
following Attachments:

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

B. Reguests for excepticns. OMB may grant exceptions to the regquirements of
this Circular when permissible under ezisting 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 zffective immediately.
Implementation shall be phased in by incorporating the provisions into new
awards made after the start of the organization's next fiscal yszar. For
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. FEarlier implementation, or a delay in
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Factors affecting allowabilicy of Zosos
Reasonable czosts

Aljocable costs

hpplicable credics

Advance understandings

Conditional exemptions
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Pllocation oi Indirect Costs and Determination o Indiract

Zimplified aliocaticn method
Multiple ailocation base method
Direct allocation method

Speclal indirect cost rates
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chee g appiicanie credits
s, Factors affecting allowability of costs. To pe allowab under an
award, nsts muest mest the Tolilowing general cuiterig:
a. Be reasonahble for whe performance 27 ihe award and he sllocabisz
therats under these principles

B, Conform to ony limitetlions or zxclusions set [orth in these

a
principies or in the award as to types or amount of cost items.

c. Be consistent with policies and procedures that apply uniformly
toy both federally-financed and other activities of the crganization.

d. Be accorded consistent Lreatment.

e. Be determined in aczcordance with generally socepted accounting

principles (GAAP).

used Lo meet cosi sharing or

f. WNot be includsad @5 a co or
federally-financed program in either the

matching reguirements of any other
current ©r a prior period.

g. Be adequately documented.

3. Reasonable costs. A cost is reasonable if, In it
it doess not exceed that which would be incurred by a pruden an under the
circumstances prevailing at the time the decision was made to incur the costs,
The guestion of the reasonablaness of specific costs must be scrutinized with
particular care in connection with organizations or separate divisions therect
which receive the preponderance of their support from awards made by Federal
agencies. In determining the reasonableness of & given cost, consideration
shall be given to:

ature or amount,
ars

a. Whether the cost is of a type generally recognized as ordinary
and necessary for the operation of the organizatioen or the performance oi the
award.
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4. Ekllocable costs.
&. E coest is allocable to a particular cost objective, such as =
grant, contract, project, service, or other activity, in accerdance with the
relative benefits received. & cost is zllocable tc @ Federal award if it is

]
treated consistently with cother costs incurred for the me purpose in like

circumstances and if it:
{1} Is incurred specifically for the award.

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

Is necessary to the overell operation oi the crganization
g )

3}
-
elationship te any particular cest cobjective cannot De shown.

{
although a direct r

b. Any cost allocable toc a particular award or other cost objective
under these principles may not be shifted to other Federzl awards to overcome
funding deficiencies, or to avoid restrictions imposed by law or by the terms o
the award.

tai}

5. EApplicable credits.

a. The term zpplicable credits refers to thoses receipts, or
reduction of expenditures which operate to cffset or reduce expense items that
are gllocable to awards as direct or indirect costs. Typicel examples of such
transactions are: purchase discounts, rebates or allowances, recoveries or
indemnities on leosses, insurance refunds, and adjustments of overpayments or
erroneous charges. To the extent that such credits accruing or received by the
orgaiization relate to zllowable cost, they shall be credited tec the Federal
Government either a5 a cost reduction or cash refund, as appropriate.

b. TIn some instances, the amounts received from the Federzal
Government to finance corganizaticonel activities or service operations should ke
treated &s applicable credits. Specifically, the concept of netting such credit
items against related expenditures should be applied by the organization in
determining the rates cr amounts to be charged toc Federzl awards for services
rendered whenever the facilities or other rescurces used in providing such
services have been financed directly, in whole or in part, by Federal funds.

¢c. For rules covering program income (i.e., gross income earned
from federally-supported activities) see Sec. _ .74 of Office of Management and
Budget {OMB} Circular 2-110, "Uniform Administrative Reguirements for Grants and
hgresments with Institutions of Higher Education, Hospitals, and Other Non-
Profit Crganizations.™
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- mdvanc: undeéersiandings.  Under any Iiven SwWar
4. Lonab. ity of certain items of ¢osis may he diifificult
DAYTLATULAYLY TIue Ln ZONWNeCiion witn arganizations that
oFounelr support fraom Federal agencies In order tTo aveld
siiowance or dispute Dasad on unreasonablenaess or nonalliocapility, It is
sIten desirzable o seek a writrten agreement with the cognizant or awarding
agency on advance of the incurrence of special or unusual costs. The-apsence ol
an advance agrasment on any element of cost will not, in itself, affect che
Twasonanlienaess or al-ocablliity of that elem=nt.
Zonditional exempiiosns.
a. OMB authorizes conditional 2xemption ifzom OMB administrative

regulrements and cost principles circulars for certain Federal programs with
staturorily-authorized consolidatad planning and consolidated administrative
funding, that are identified by a Federal agency and approved Dy the head of
the Erxecutive 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 lecezl program administrazion,
when Federal non-entitlement programs with common purpases have specifi
statutorily-authorized consolidated planning and consolidated administrative
funding and where most of the State agency's resources come from non-Federal
sources, Federal agencies may exempt thess covered State-administered, non-
entitlement grant programs from ceriain OMB grants management requirements. The
exemptions would be from all but the allocability of cests provisions of OMB
Circulars 2-87 {Attachment A, subsection C.3), "Cost Principles for State,

Local, and Indian Tribal Governments," 2-21 (Section C, subpart 4), "Cost
Principles for Educational Institutions," and A-122 (Attachment A, subsection
2.4}, "Cost Principles for Non-Profit Organizations,” and from all of the

administrative regquirements provisions cof OMB Circular A-110, "Uniform
Administrative Requirements for Grants and Agreements with Institutions of
Higher Education, Hospitals, and Other Ron-Profit Crganizations,” and ths
agencies' grants management common rule.

¢. When a Federal agency provides this flexzibility, 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 Circulzr R-387, 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 ftfhese programs, and funds are
not be used for general expenses regquired to carry out other responsibilities of
a State or its subrecipients.

B. Direct Costs

1. Direct costs are those that can be identified specifically with a
particular final cost objective, i.e., 2 particular award, project, service, or
other direct activity of an organization. However, a cost may not be assigned
to an award as a direct cost if any other cost incurred for the same purpose, in
like circumstance, has been allocated to an award as an indirect cost. Costs
identified specifically with awards are direct costs of the awards and are to be
assigned directly thereto. Costs identified specifically with other final cost
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The costs of activities performed primarily as a servic
the general puklic when significant and necessary to
on's misgion must be treated as direct costs whe
ocated an eguitable share cf Indirect costs.
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member s,

allowable
of these

ther or not
Scme examples

Maintenance of membership rolls, subscriptions, publications,

functions.

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

Dromotion, lobbying, and other forms of public relations.

Mestings and conferences except those held to conduct the

general administration of the organirzation.

=38

Maintenance, protection, and investment of special funds not

used in operation of the organization.

clients,
financizl aid,

including life and hospital insurance,
etc.

of members or
retirement plans,

Administration of group benefits on behalf
annuity or

C. Indirect Costs

1. Im
objectives and
objective.
the conditions
determined and
indirect costs
objectives. &

other cost incurred for the- same purpose,

assigned to an

2. Bec

of indirect

direct coste

suse of
non-profit organizations,
may be classified as indirect cost
cest

for common or jolint
cost

are those that have been incurred
cannot be readily identified with a particular final

Direct cost of minor amounts may be treated as indirect costs under

described in subparagraph B.Z After direct costs have heen
zssigned directly to awards or other work as appropriate,

are those remaining to he zllocated to benefiting cost

cost may not be allocated to an award as an indirect cost if any
in like circumstances, has been

award as a direct cost.

the diverse characteristics and accounting practices of
it i1s not possible to specify the types of cost which

in a1l situations. However, typical examples
for many non-profit organizetions mey include depreciztion or
9 ATTACHMENT b
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9. Incdirect 20318 3nasil be s c —wWo broad Zategories
"Tan.aitres" and "Administraztion.' "Tazilities"™ is defined zs depreciation. and
usz aclowances on pulldings, 2quipment and capital improvemant, interest on dam
acsntiated with certain buildings, eguipment and capital improvements, and
cperacions and maintenance expanses. "Administration™ is defined as genszral

administration and general =xpenses such as the director's office, accounting,
personnel, library expenses and 2ll other types of expenditures not listed
specifically under one of the subcategories of "Facilities" f(including cracs
allocations from other pools, where applicable)., Sece indiresct cost rate
repGrting reguirements in subparagraphs D.Z.e and D.3.g.

. Allocation of Indirect Costs and Determination of Indirect Cost Rates
1. General .

4. Where a non-profit organization has only one major function, or
where a2ll its major functions benefit from its indirect costs to approximately
the same degree, the allocation of indirect costs and the computation of an
indirect cost rate may be accomplished through simplified allocation 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 costs may
require the accumulation of such costs into separate cost groupings which then
are allocated individually to benefiting functions by means of a base which best
measures the relative degree of benefit. The indirect costs allocated to =ach
function are then distributed to individual awards and other activities included
in that functicn by means of an indirect cost rate(s}.

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

d. Specific methods for allocating indirect costs and cComputing
indirect cost rates along with the conditions under which gach method should he
used are desc¢ribed in subparagraphs 2 through 5.

e. The base period for the alliocation of indirect costs is the
period in which such costs are incurred and accumulated for allocation to work
performed in that period. The base period normally should coincide with the
organization's fiscal year but, in any event, shall be s50 selected as to avoid
ineguities in the allocation of the costs.

2. Simplified allocation method.

a. Where an organization's major functions benefit from its
indirect costs to approximately the same degree, the allocation of indirect
costs may beé 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 L
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Oowable Indirect coste
Snow . sLl85C L USEeC wWhsre an
EnCOMLeZsing & number of inclvidual
here tne Zevel of Federa® awards To ar
i Bonn the directr coste and the indlrect costs shel evolude
capital expenditures and unellowable costs. However, unzllowaple COSLE whiicon
represent ACTiVities must ke included »n the direct costs under the concitions
described ik subperagraph B.3
c. The distribution base may be Total direct costs (excluding
capital expenditures and other distorting items, such as major subcontracts or
subgrante}l, direct salaries and wages, or other base which results ip an
eguitalble distribution. The distribution base shall generally exclude
perticipant suppert costs as defined in paragraph 32 of Attachment BE.

d. Except where 2 special rate(s) is required 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 reguired,
appropriate modifiications shall be made in order to develop the specizl ratel(s).

¢. For an organization that receives more thap 310 million im
Federal funding of direct coste in a fiscal vear, a brezkout of the indirect
COSt component ints two broad categeories, Facilities and Zdministration as
defined in subparagraph C.3, is regquired. The rate in each case shall be stated
as the percentage which the amount of the particular indirect cost category
fi.e., Facilities or Administration) is of the distribution base identified with
that category.

3. Multiple allocation base method

a. General. Where an organization®s indirect costs bensfit its
major functicns in varying degrees, indirect costs shall be accumulated into
separate cost groupings, as described in subparagraph b. Each grouping shall
then be allocated individually to 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
@#stablished so as to permit the allocation of each grouping on the basis of
benefits provided to the major functions. FEach grouping shall constitute a pool
of expenses that are of like character in terms of functions they benefit and in
terms of the allccation base which best measures the relative benefits provided
to each functicn. The groupings are classified within the two broad categories:
"Facilities"™ aznd "Administration,” azs described in subparagraph C.3. The’
indirect cost pocls are defined as follows:

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

orasocddings, eguipment and capllal Lmpro wilh
araagraph 3 of Bitachment B [("Interast”),
{Z, Op=2ration and maintenance axpenses. The expenses under
neading arse Thoss have besn “n"urred for ~he adminis<ration,
isn, mainzenances, preservation, and protection of the organization's
tal plant. They inciude expenses normally incurred for such izems zas
janitorsal and vtility services; repeirs and ordinary or normal alterations of
puiidings, furniture and eguipment; care of grounds; maintenance and opgratlion
of bulldirgs and other plant Facilities; security:; =sarthguake and disaster
prepasredness; environmental safety: hazardous waste disposal: property,
liakility ang oiher insurance relating to property; cpsce and capital leasing;

facility planning and management; and, central receiving. The operation and

malintenance 2xpenses category shall also include its allocable share of Iringe
henefit czosts, depreciation and use allowanca:, and interest costs.

{4) General administration and general expenses.. The expenses
under rthis heading are those that have been incurred for the overall genaral
exscutive 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
benefit costs, operation and maintenance expense, depreciation and use
allowances, and interest costs. Examples of this category include central
offices, such as the dirasctor's office, the office of finance, business
saervices, budget and planning, personnel, safety and risk management, general
counssl, management information systems, and library costs.

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

c. Alleocation bhases. 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 or a
base is that it is the one best suited for assigning the pool of costs to cost
objectives in accordance with benefits derived; a traceable cause and effect
relationship; or logic and reason, where neither the cause nor the 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 ke made
in that mannar. When the expenses in a cost grouping are more general in nature,
the allocation shall be made through the use of a selected base which produces
results that are 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 base
would not increase the costs charged to sponsored awards. The results of

N
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ta; Depresiation or use allowances on bulld-ngs used
grxclusavely in the zonduct of a2 cimgle functlop, and on car:ial MProvements and
sguipment used in such bulildings, snilil be zssigned o tnet funstion.

{t) Depreciation or use zilowances on buildings used for
more Than one function, and on capital improvements and squipment used 1n such
buildings, shell be zilocated to the indivadual functions feriormed in each
building on the basis of usable sguare feet of space, excluding common areas,
such && hallways, steirwells, and restroomes.

{c) Depreciation or use &zllowances on buildinge, capital
improvements and equipment related space (e.g., individual rooms, and

laboratories) used jeointly by more than one
of the space} shall be treated as follows.
of space shall be allocate

{1}
equivalent

benefitting from the use of that space; or

(ii) organization-wide employee FTEs cr salarie

function
The cest of each jointly used unit
d to the benefitting functions con the basis of:

the employees and other users on a
(FTE)} basis or salaries and wages of those individual functions

{acs determined by the users

full-time

tn

and wages applicable to the benefitting functions of the organization.

{d) Depreciation or use allowances on certain capital

improvements to land, such as paved parking areas,
like, mot included in the cost of buildings, shalil
categories on a FIE basis and distributed to major
the salaries and wages of all employees applicable

(2) Interest.

fences, sidewalks, and the
be allocated to user
functions in proporticon to
to the functions.

Interest costs shall be allocated in the same

manhner as the depreciation or use zllowances on the buildings, squipment and

capital eguipments to which the interest relates.

{3)
maintenance expenses shall
and use allowances.

be gllocated

{4) General administration
administration and generzl expenses shall be
based on modified total direct costs (MTDC),
The expanses included in this catsgory could

Operation and maintenance expenses.
in the same manner &s the depreciation

and general expenses.
allocated to benefitting functions

zs described in subparagraph D.3.f.
be grouped first according to major

Operation and

Generel

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 cest categor 195
use zllowances, interest, operation and meintenance,

consisting of depreciation and

and generzl administration

; m‘rACHMENT D T
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cost category wWill pe con

zlnasad onze it cost objectives, and Costs shail
ne mubmeguently allocated to it.  However, a cross allocation of costs between
W oY mors indiract costs categories could be used if such zllocation will
result o in s more eguitable allocation of costs. IT a ¢ross allocation is used,
an appropriate modification to the composition 0f the indirecr cest categorizs
in ragquired.

e, Ppplication of indirect cost rate or rztes. Exncept where a

spaecial indirect ccost rateis) 1s reguired in accordance with subparagraph D.3,
the separate grecupings of indirect costs allocated to zach mejor function shall
pe aggregated and treated as a common pool for that function. The ceosts in the
common pool shall then be distributed to individual awards included in that
function by use of a single indirect cost rate. '

f. Distributicn basis. Indirect costs shall he 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, fringe
benefits, materials and supplies, services, travel, and subgrants and
subcontracts up to the first $25,000 of each subgrant or subcontract {regardless
of the periocd covered by the subgrant or subcontract). Eguipment, capital
expenditures, charges for patient care, rental costs and the portion in excess
cf 525,000 shall be excluded from MTDC. Participant support costs shall
generally be excluded from MIDC. Other items may only be excluded when the
Federal cost cognizant agency determines that an exclusion is necessary
8 serious ineguilfy in the distribution of indirect costs.

g. Individual Rate Components. An indirect cost rate s5hall 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. Fach
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-preofit 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 expenses, and the like are prerated individually as direct costs to
each category and to each award or other activity using a base most appropriaste
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 teo each award. or

14 .
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1 indirect zZost rates. In some instances, a single indirect
1 activities of an crganizatiorn or for each mejor function of
the organization may not be appropriate, since it would not teke into account
those different factors which may substantizlly affect the indirect costs

-

prlicable 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 under a group of awards performed in a common envirenment. These factors

may include the physical leocation of the work, the level of azdministrative
squort required, the nature of the faci?ities or other rescurces emploved, the
scientific disciplines or technical skills involved, the organizationzl
arrangements used, or any combination thersof. When a particular segment of
work is performed in an environment which appears to generate a significantly
different level ¢f indirect costs, provisions should be made for a separate
indirect cost pool applicable to such work. The separate indirect cost pool
should be developed during the course of the regular allocation 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 obtainsd under subparagraphs 2, 3, and 4, and (ii) the volume of work to
which the rate would apply is material.

E. HNegotiation and Approval of Indirect Cost Rates

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

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

b. Predetermined rate means an indirect cost rate, applicable to a
specified current cr future periocd, usually the crganization's £isczl year. The
rate 15 based on an estimate of the costs to be incurred during the per;od. L
rredetermined rate is not subject to adjustment,

c. Firzed rate means an indirect cost rate which has the same
characteristics as a 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 to the rate computation of a subseguent period.

d. Final rate means an indirect cost rate applicable to a specified
past period which is based on the actual costs of the perisd. A final rate 1is
not subject to adjustmant.
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wmhursement, and raporting indirect oosus on awards pending the asf
o7 & final rate for the perioad.

f. Indirezt ozt proposal means the documentaticon prapared by oan
organization vo substantiane sus olaim for the relmbursement of indirect costs.
Th:s propocsal provides the basis Zor the review and necotiation lsgading ¢ the
ax-ablishment of an organization's indirect cest rate.

g Cost obiective means a funstion, organizational subdivision,
contract, grant, or other work unit for whizh cost dats are desired and for
whooh provision is made o eccumulate and measure Tne cost ol processes,
proja2cts, Jobs and capitalized projects

2. Megotiation and approval of rates.

2. Unless different arrangements are agreed ©o by the agencies
concerned, the Federal agency with the largest dellar value of awards with an
organization will be designated as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as
fringe benefit and computer charge-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. A1l concerned Federal agencies shall be
given the opportunity to participate in the negotiation process but, after a
rate has bsen agreed upon, it will be accepted by all Feéderal agencises. When a

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

b. P non-profit organization which has not previously established
an indirect gost rate with a Federal agency shall submit its initial indirect
cost proposal immediately after the organization is advised that an award will
be mads and, in no svent, later than three months after the effective date of
the award.

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

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

e, Fixed rates may be negotiated where predetermined rates are not
considered appropriate. A fixed rate, however, shall nrot be negotiated if {1i)
all or a substantial portion of the corganization'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-forward adjustment; or {(iii) the organization's operations fluctuate
significantly from year to year.

f. Provisional and £inal rates shall be negotiated where neither
predetermined nor fized rates are appropriate.
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i Advertising and publifZ re.atlons oosis
o Adwisory councilis

iy Alcoholic beverages

4. Adudit costs and related service
: Dad debts

w

v

9. Bonding costs

. Communication costs

(] Compensation for persunal services

9. Tontingency provizions :

0. Defense and prosecution of criminal and civil oroceszdings, claims, appez.s
and patent infringement

B Depreciation and use allowances

12. Donations and contributions

13. Employee morale, health, and welfare cosis

14. Entertainment costs

15. Cquipment and other capital sxpendizuras

16. Fines and peralties

17. Fund raising and investment management COSLS

1i8. Gains and losses on depreciable assets

12. Goods or services for personal use

20. Housing and personal living expenses

21. Idle facilities and idle capacity

22. Insurance and indemnification

23. Interest

24. Labor relations costs

25. Lobbying

26. Losses on ogther sponsored agreemencs or contracts

27. Maintenance and repalir csts

28. Materials and supplies costs

29. Meetings and conferences

30. Memberships, subscriptions, and professional activity costs

31. Organization ccsts

32. Page charges in professional journals

33. Participant support costs

4. Patent costs

35. Plant and homeland sscurity costs

36. Pre-agrzement costs

37. Professional services costs

38. Publication and printing costs

39. Rearrangement and alteration costs

40. Reconversion costs

41. Recruiting costs

42. Relocation costs

43, Rental costs of buildings and eguipment

44. Royalties and other costs for use of patents and copvrights

45. Selling and marketing

46. Specialized szrvice facilities

47. Taxes

48. Termination costs applicable (o sponsored agreements

e e ™~
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provided for similar or

. Adverilising and publi

a. The term advertisi
corallary adminis
newspapers, radio
Cransmittalils, and

b, The term public relations iInciudes community relations and means those
activitiaes dedicated to maintaining the image of the neon-profit organization or
maintaining or promoting understending and favorabkle relations with the
community or public at large or any segmeni < the public,

c. The only aliowzble advertising costs are those which are soleiy for:

{1) The recruitment of personnel reguired for the performance by the
non-proiit organization of obligaticns arising under a Fedarzl award {52e alsg
ttachment B, paragraph 41, Recruiting costs, and paragraph 42, Relocation

costsi;

{2} The procurement oI goods and services for the performance of a
Federal award;

{3} The disposal of scrap or surplus materials acquired in the
performance of a Federal awaxd except when non-profit organizations ars
reimbursed Ior disposal costs at a2 predetermined amount; or

(47 Other specific purposes necessary to meet thez reguirsments oif
the Federal award.

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

(2) Costs of communicating with the public and press pertaining o
specific activities or accomplishments which result from performance of Federal
awards (these costs are considered necessary as part of the outreach =2ffort ifor
the Federal award); or

{2) Costs of conducting general lizison with news media and
government public relations officers, to the extent that such activities are
limited to communication and liaison necessary keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards,
financial matters, stc.
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cste of megstings, conventions, convocations, or other events
tivitieg of the nor-proiil organization, including:

la) Costs of dispisys, demonstrations, and exhibits;

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

fc) Salaries and wages of employeses 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 cf advertising and public relations designed solely to
promote the non-preofit organization.

2. Advisory Council
Costs incurred by advisory councils or committees are allowable as a direct cost

where authorized by the Federal awarding agency or zs an indirect cost where
allocable to Federal awards.

Rlcoholic beverages. Costs of alcoholic beverages are unallowable.

L

4. hudit costs and related services

a The costs of audits required by , and performed in accordance with, the
Single Audit Act, as implemented by Circular 2-133, "Budits of States, Local
Governments, and Non-Profit Organizations” are allowable. &lso see 31 USC
7505(b) and section 230 (“Audit Costs”} of Circular A-133.

b. Other audit costs azre allowable if included in an indirect cost rate
propesal, or if specifically approved by the awarding agesncy zs a direct cost
an award.

+-

CC

¢. The cost of agreed-upon procedures engagements to moenitor subrecipients who
are exempted from A-133 under section 200(d) are allowable, subject to the
conditions listed in E-133, section 230 (b} (2).

he'
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‘. Bondinig zos

&. Bonding costs arise when the Federal Government reguires assuranse
financial loss o 1Tseif or sthers by resson of the act or defauls of
tne non-profit organization Thney arise also 1N instances where the non-pwel
organssatlion requires similar assurance. Included are such bonds a&s bid,
a n

perfarmance, paymant t, infringement, and fidelity bonds.
. Tosts of bonding reguired pursuant te the terms of the award are
allowabhlie.

osts of bhonding required by the non-profit organization in the

gene "onduct of its operations are allowable to the extent that such konding
is in accordance with sound business p‘dcthe and the rates and premiums are
reasonable under the circumstances.

o
al

7. Communication casts. Costs incurred for telephone services, local and lon
distance telephone calls, telegrams, posStage, mesSeNnger, =lectronic or computsz
transmittal services and the like are allowable.

ng

8. Compensation for personal services.

a. Definition. Compensation for personal services includes all
compensation paid currently cor accrued by the organization for services oif
emplovees rendered during the period of the award (except as otherwise provided
in subparagraph h). 1t includes, but is not limited to, salaries, wages,
director's and executive committes member‘s fees, incentive awards, fringe
benefits, pension plan costs, allowances for cff-site pay, incentive pay,
location allowances, hardship pay, and cest of living differentials.

b. Allowability. BExcept as otherwise specifically provided in <this
raragraph, the costs of such compensation are allowable to the extent theat

0
-
b

{1) Total compensation to individual employees is reasonable for
services randered 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 predeminantly 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 work 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 required for the
Pederal activities are not found in the organization's other activities,

2
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{1} Compensation to mempers of o-—p*o;lt organizatlions, Lrusteess,
directors, assocliates, cfficers, or the ‘mmediate families ~herecs
Determination should be made that suchk compensation is reascnable for —he actus:
rersonal services rendered rather than a distribution of earnings in excess of
costs.

{Z) Any change 1n an organization's compensation poelicy resulting in
& substantial increase in the organization's level of compernsation, particelarly

when it was concurrent with an increase in the ratic of Federal awards to other
activities of the organization or any change in the treatment of allowability of
specific types of compensation due to changes in Federal policy.

e. Unallowable costs. Costs which are unallcwable under other paragraphs
of this Attachment shall not be zlliowable 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 emergencies, such as those resulting
from accidents, matural disasters, breakdowns of eguipment, or occasional
operational bottlenecks of a sporadic nature.

nw
0]

{2) When employees are performing indirect functions, such
administration, meaintenance, or accounting.

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

(4) When lower overall cost toc the Federal Government Qill result.
g. Fringe benefits.

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

{2} Fringe benefits in the form of employer contributicns or
expenses for socizl security, employee insurance, workmen's compensation
insurance, pension plan costs (see subparagraph h), and the like, are zllowable,
provided such benefits are granted in accordance with established written
organization policies. Such benefits whether ftreated as indirect cosSts or as
direct costs, shall be distributed to particular awards and other activities in
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However, provicions for iiabilicies which do not bz-ome
for more than one yesar afi the provision is made shall not exceed thz

value of the liability.

{b) Wnere an organization follaows a consistent policy oi
expensing actual payments to, or on behalf of, employees or former empioyses for
unemployment compensation oy worksrs' compensation, such payments are zilowable
in the year of payment with the prior approval of the awarding agency, provided
they are allocatad to all activities of the organization.

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

h. Organization-furnishzd automebiles. That portion of the cost of
organizaticn-furnished automebiles that relates to personzl use by employees
{including transportation to and from work) is unallowable as fringe benefit or
indirect costs regardless of whether the cost is reported as taxable income o
the smployees. These ccsts are allowable as direct costs to sponsored award
when necessary for the psrformance cf the sponsored awerd and approved by
awarding agencies. :

i. Pension plan costs.

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

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

{a) Such policies meet the test of reasonablemness;
(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 Frinciples Becard Opinion No. 8 issued by the American Institute of
Certified Public Accountants; and

(d) The costs assigned to a given fiscal year are funded for
all plan participants within six months after the end of that year. However,
increases to normal and past service pension costs caused by a delay in funding
the actuarial liability beyond 30 days after each gquarter of the year to which
such costs are assignable are unallowable.

(2} Pension plan terminaticn insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISA) of 1974 (Pub. L. 93-408) are
allowable. Late payment charges on such premiums are unallowable.
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i Severance pay.

{1 Severance pay, zlso commonly referred to as dismissal wages, is

a peyment in addition to reguiar salaries and wages, by organizations to workers
whose employment is being terminated. Costs of severance pay &re zllowapie only
to tThe extent that in each case, 1t ie required by

{a) law,

() employer-employee agreement,

{c) established policy that constitutes, in effect, an implied
agreement on the organization's part, or

{d) circumstances of the particular empleyment.

(2) Costs of severance payments are divided into two categoriss as

follows:
la) Actuzl normal turnover severance payments shall be

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

(b) Ebnorma)l or mass severance pay is of such a conjectural
naturg that measurement of costs by means of an accrual will not achieve equity
o both parties. Thus, accruals for this purpose are not allowable. lHowever, the
Federzl Government recognizes its obligation to participate, to the extent of
its falir share, in any specific payment. Thus, allowability will bhe considered
on a case-by-case basis in the event or occurrence.

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

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

{e) Severance payments toc foreign nationals employed by the
crganization ocutside the United States due to the termination of the Iforeign
national azs a result of the closing of, or curtailment of activities by, the
crganization in that country, are unallowable, unless they are necessary for
perfcrmance of Federal programs and approved by awarding agencies.

ot
i

=
i
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T ng Gae parvagraph 4%,
m.,  Zupnort 2f salaries and wages.
w¢ awards for salaries and wages, whether tresated as

s zosts, will bz based on documented payrolls approvad oy
o j oif the organization Thne distribution of salarisz and
queﬂ o awards must be supported by personnel activity reports, as prescribed
s sunparag~aph 12}, except when a substituie system has been approved irL
wrjiting hy the zognizant agsncy. !5ee subparagraph E.2 of Attachment A.)

‘Z: Reports reflecning the distribution of activity of gach 2mulovee
must be maintained for all s:taff members (professionals and nonprofessionals:
whose compensation is charged, in whole or in part, directly to awards. In

acdition, in order to support the allocation of indirect costs, such reporis
muss also be maintained for other employees whose work involves two or more
funciions or activities 1f 2 distribution of their compensation betwesn 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 organizations to satisfy these requirements must meet the following
standards:

{a} The reports must r=flect an after-the-fact determination
of the actual activity of each employse. Budget estimates (i.e., estimates
determined before the services are performed) do not qualify as support 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 reportis must e signed by the individual emploves, or
by a responsible supervisory official having first hand knowledge of the
activities performed by the employee, that the distribution of activicy
reprasents a reasonable estimate of the actual work performed by the smployze
during the periods covered by the reports.

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

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

(4} Salaries and wages of employees used in meeting cost sharing or
matching 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 & contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold




0. Defense and prosecution of criminzl and civil procesdings, <lalms, appeels
tent lniringemernt.

&. Definlivions.
{1} Conviction, &s used herein, means a judgment or z conviction of
a criminal offense Dy any court of competent jurisdiction, whether entered upon
25 a verdict or a plea, including a conviction due to & plea of nolo contendere.

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

{2) Fraud, as used herein, means (i) acts of fraud corruption or
attempts to defraud the Federzl Government or to corrupt its agents, {ii} acts
that constitute a cause for debarment or suspension (2s specified in agency
regulations), and (ii1) acts which viclate the False Claims Act, 31 U.5.C.,
sections 3729~3731, or the hnti~Kickback Act, 41 U.S8.C., sections 51 and 54.

{4} Penzlty does not include restitution, reimbursemsant, or
compensatory damagss.

(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 & false certification) commenced by the Federal Government, or a
State, local or foreign government, are not allowable if the proceeding: (1)
relates to a vicolation of, or failure to comply with, a Federal, State, local or
foreign statute or regulation by the organization {including its =agents and
employees), and (2} results in any of the following dispositions:

criminal proceeding, a convictiom.

fa} iIn a

(b} In & civil or administrative proceeding involving an
allegation of fraud or similar misconduct, a determination of corganizational
liability. :

{c) In the case of any civil or administrative proceeding, the
imposition of a monetary penalty. Co :

cial to

(d) 2 final decision by an appropriate Federal offi
r to terminate

debar or suspend the organizstion, to rescind or void an award, ©
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law or

1]

‘2 1f more chap one procseding involves the same alleged
miszondust, the costs of all such proceedings shall be unallowable if any one of
them resustis in oane of the dispositions shown in subparagraph b, (1),

e eferred tTo in subparagraph b is commenced by the
Federal Government and is resolved by c¢onsent or compromise pursuant to an
agreement entered into by the organization and the Federal Govermment, then Ihe
costs incurred by the organization in connection wWith such proceedings that are
otharwise not allowable under subparagraph b may be allowed to the extent
spenifically provided In such agreement.

3]
2

. If a proceeding referred to in subparagraph b is commznced by a State,
local or foreign government, the authorized Federal official may allow the costs
incurred by the organization for such procesdings, if such authorized official
determines that the costs were incurred as a result of (1) a specific term or
condition of a federally-sponsorsed award, or (2) specific written direction of
an authorized official ¢oi 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
allowed by the Federal Government, but only to the extent that:

{1} The costs are reascnable in relation to the activities required
to deal with the procseding and the underlving cause of action;

(2) Payment of the costs incurred, as allowable and allocable costs,
is not prohibited by any other provision{s) of the sponsored award;

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

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

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

g. Costs of legal, accounting, and consultant services, and related
costs, incurred in connection with defense against Federal Government claims or
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Federal Government may provide for conditional payment upon provision of
adeguate security, or cther adequate assurance, and agreemsnis by the
orgahization to repay all unzllowable costs, plus interest, 1f the costs are
subseguently determinad to be unallowable.
1t Depreciation and use allowances.

a. Compensation for the use of buildings, other capital improvements, and
egquipment on hand may be made through use allowance or deprecilation. However,
except as provided in Attachment B, paragraph f, a combination of thes twe
methods may not be used in connection with a single class of fixed assets (e.g.,
buildings, ofiice eguipment, computer egquipment, etc.].

b. The computation of use allowances or depreciation shall be based on the
acquisition cost of the assets involved. The acguisition cost of an asset
donated to the mnom-profit organization by a third party shall be its fair market
vzlue at the time of tThe donaticn.

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

{(2) Zny portion of the cost of buildings and equipment borne by or
donated by the Federzl Government irrespective of where title was criginally
vaested or where it presently resides; and

(2) Any pertion of the cost of buildings and equipment contributed
by or for the non-profit organizaticn in satisfaction of a statutory matching
reguirement.

d. Where depreciation method is followed, the period of useful service
{useful 1life) established in each case for usable capital assets must take into
consideration such factors as type of construction, nature of the eguipment
used, technological developments in the particular program area, and the renewal
and replacement pclicies 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 shall reflect the pattern of consumption
of the asset during its useful life.
in the absence of clear evidence indicating that the sxpected consumption of the

sset will be significantly greater or lesser in the early portions of its
useful life than in the later portions, the strazight-line method shall be
presumed to be the appropriate method.

Depreciation methods once used shzll not be changed unless approved 1p advance
by the cognizant Federazl agency. When the deprecizticn method is introduced foz

C—
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f. When the dﬂprec1at on method is used for a particular class of assets,
no depreciation may be allowed on any such assets that, undexr subparagraph d,
would he wiewad as fully depraciated. However, a reasonable uszs allowance may
e negotiated for such assets if warranted aftex taking into consideration the
amount of depreciation previously charged to the Federal Government, the
estimated useful life remaining at time of negotiation, the eifect of any
incrzased maintenance charges or decreased efficiency due to age, and any other
factors pertinent to the vtilization of the asset for the purpose contemplated

g. Where the use allowance metnod 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 exceeding
two percent of acguisition cost.

The use alliowance for sguipment will be computed at an annual rate not exceeding
sin 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
merely attached or fastensd to the building but not permanently fixed to it and
which is used as furnishings or decorations or for specialized purposes (e.g
dentist chairs and dental treatment units, counters, laboratory benches bolted
to the floor, dishwashers, modular furniture, carpeting, etc.). Such equipmant
will be considered as not being permanently fixed to the huilding if it can be
removed without the need for costly or extensive alterations or repairs to the
building or the equipment. Eguipment that meets these criteria will be subject
to the 6 2/3 percent equipment use allowance limitation.

h. Charges for use allowances or depreciation must be supported by
adequate property records and physical inventories must bz taken at least once
every two years (a statistical sampling basis 1s acceptable) to ensure that
assets exist and are usable and needed. When the depreciation method is
followed, adequate depreciation records indicating the amount of depreciation
taken each period must also be maintained.

12. Donations and contributions,

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

b. Donated services received:
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duLrect 2LsY acrtiviiy shell, when nmue_;al i amount, be consgidered in the
determination Gf the non-profit organizfetion’'t indirect Costs or rateis) and,
accerdxngly, shell e zllocated a proportionate shere of applicable indirect
cousts wnen the following erist

{a) The aggregate velue of the services 1s material;

{b) Th:e services are supported by a significant amount of the
indirect costs incurred by the non-profit organization; and

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

{3} In those instances wihere there is no basis for determining the
fair market velue of the services rendered, the recipient and the cognizant
agency shall negotiate an appropriate CLIOFat1on of indirect cost to the
SBIViCces.

{4) Wnere donated services directly benefit a project supported by
an award, the indirect costs allocated to the services will be considered as a
part of the total costs of the project. Such indirect costs may be reimbursed
under the award or used to meet cost sharing or matching reguirsments.

(5y The value of the donated services may be used to mest cost
sharing or matching reguirements under conditions described in Sec. .23 of
Circular B-110. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the donatiens so that reimbursement will
not be made.

c. Donmated goods or space.

{1) Donated goods; 1i.e., expendable personal property/supplies, and
of space may be furnished to a non-profit organization. The value of
and space 1s not reimbursable sither as a direct or indirect cost.

(2} The value of the donations may be used to meet cost sharing or
maiching 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 not be made.

i, Im m-loyee moraie, health, and welfzre costs.
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i, niertainment co3os. ainment, IiIncluding amusement,
doversion, and social actov a costs directly associated with such
oosts {(3uch as tickets <o s 3 O 3DO events, meals, lodging, rentel:s,
transportation, and gratuities) are unallowable.

i%. Equipment and other capital expenditures.

a. For purposes of this subparagraoh, the following definitiorns apply:

(1) "Capital Expenditures” means expenditures for the acquisizion
cost of capital assets (eguipment, buildings, land), or expenditures ito make
improvaments to capital assets that materially increase their values or useful
life. Acguisition cost means the cost of the asset including the cost to put iz
in place. Acquisition cost for eguipment, for example, means the net invoice
price of the szquipment, including the cost of any modifications, attachments,
accessories, or auxiliary apparatus necessary to makes it usable for the purpose
for which it is acquired. 2Ancillary charges, such as taxes, duty, pretective in
transit insurance, £freight, and installation may be included in, or excluded
Trom the acguisition ceost in accordance with the non-profit organization's
regular accounting practices.

o]

(2) "Eguipment" means an article of nonexpendakle, tangible personal
property having a useful life of more than one yezar and an acguisition <cost
which eqguals or exceeds the lesser of the capitalization level established by
the non-profit organization for financial statement purposes, or $5000.

(32) "Special purpose eguipment” means equipment which is used only
for research, medical, scientific, or other technical activities. Examples of
special purpose eguipment include microscop2s, x-ray machines, surgical
instruments, and spectrometers. ’

{4} "Genzral 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,
information technology egquipment and systems, air conditioning eguipment,
reproduction and printing egquipment, and motor vehicles.

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

D
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25 & 4direct COST except with the pricr approval of the awerding agency

(4} When approved as & direct charge pursuant tc peragraph 15.b. 1),
d (3 above, capitzl expenditures will be charged in the period in which
the expenditure is incurred, cor as otherwise determined appropriate by and

at ith the awarding zgency.

{7}, an

{5} Eguipment and other capital expenditures szre unallowable as
indirect costs. However, see Attachment E, paragraph 11., Depreciation and use
zllowance, for rules on the allowability of use sllowances or depreciztion on
buildings, capital improvements, and eguipment. Rlso, see Zttachment B,
paragraph 43., Rental costs of buildings and equipment, for rules on the
allowability of rental costs for land, builldings, and eguipment.

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

16. Fines and penalties. Costs of fines and penalties resuliting from
viclations of, or failure of the organization to comply with Federal, State, and
local laws and regulations are unallowable except when incurred as a result of
compliance with specific provisgions of an award cor imstructions in writing from
the awarding agency.

17. Fumnd reising and investment management costs.

a. Costs of crganized fund raising, including financisl campaigns,
endowment drives, sclicitation of gifts and beguests, and similar expenses
incurred sclely to raise capitazl or obtain contributioms are unallowable.

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

c. Fund raising and investiment activities shall be allocated an
appropriate share of indirect costs under the conditicns described in
subparagraph B.3 of Bttachment A.

p=
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Gazins and losses on depreciable assets.

z {l) Gains and losses on sale, re
depreciable property shall be included in th
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insurance, except as otherwise provided in Attachm

{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.

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

2. soods or sSarvices or ersona use. ~Z5L5 il [slsle ] X earvices for
19 Good f bl 1 e, Costs of goods or services f
personal use of the organization's employees are unallowable regardless
whether the cost is reported as taxable income to the emploveas.

of

Z0. BRousing and personal living expenses.

z. Costs of housing (e.g., depreciation, maintenance, utilities,
furnishings, rent, etc.)., bhousing allowanzes 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.

b. The term "gfficers" includes current and past officers and employees.

21. 1Idle facilities and idle capacity.

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

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

equipment individually or collectively, or any other tangible capital asset,
wherever located, and whether ownhed or leased by the non-profit organization.

34
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L. The costs of idle facilities are unzllowable except to the extent that:
{1} They are necessary tg meet fluctuations in workload; or
Y

{Z) Elthough not necessary to meet fluctuations in workload, they
were necessary when acquired and zre now idle because of changes in program
requirements, e€fforts to achieve more economical operations, reorganization,
termination, or other causes which could not have been reasonably foressen.
Under the exception stated in this subparagraph, costs of idle facilities are
allowable for a reasonable period of time, ordinarily not to exceed one year,
depending on the initiative taken to use, lecase, cor dispose of such facilities.

c. The costs of idle capacity are nermal costs of doing business and are &
factor in the normal fluctuations ¢f usage or indirect cost rates from perioed to
period. Such costs are allowable, provided that the capacity is reasonably
anticipated to be necesgsary or was originally reasonable and is not subject to
reduction or elimination by use on other Federzl awards, subletting, renting, cor
sale, in accerdance with sound business, economic, or security practices.
Widespread idle capacity throughcut an entire facility or ameng a group of

ssets having substantizlly the same function may be considered idle facilities.

22. Insurance and indemnification.

a. Insurance includes insurance which the organization is reguired to
carry, or which is approved, under the terms of the award and any other
insurance which the organization maintains in connectiom with the general
conduct of its operations. This paragraph deces not apply te 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 awzrd are zllowable.

{2) Costs of other insurance maintained by the organization in
connection with the general conduct of its operations are zllowable subject o
the following limitations:

{a] Types and extent of coverage shall bs in accocrdance with
scund business practice and the rates and premiums shall be reascnable under the
circumstances.
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(&) Costs of insurance osn the lives of trustees, offircers, or
nther employees holding positions of similar responsibilities are allowable only
to the extent that the insurance represents additional compensation (see
subparagraph B.gt4}i. The cost of such insurance when the organization is
identified as the beneficjary is unallowable.

{f} Insurance against defects. Costs of insurance with
respact to any costs incurred to correct defects in the organization's materials

or workmanship are unallowable.

{g) Medical liability (malpractice! insurance. Madical
liability insurance is an allowable cost of Federal ressarch programs only to
the extent that the Federal reszarch programs involve human subjects or training
of participants in ressearch techniques. Medical liability insurance costs shall
be treated as a direct cost and shall bs assigned to individual projects based
on the manner in which the insurer allocates the risk %o the population covered
ny the insurance.

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

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

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

b. Indemnification includes securing the organization against liabilities
to third persons and any cther loss or damage, not compensated by insurance or
otherwise. The Federal Government is obligated to indemnify the organization
only to the extent expressly provided in the award,

23. Interest,

a. Costs incurred for interest on borrowed capital, temporary use of
endowment funds, or the use of the non-profit organization’s own funds, however
represented, are unallowable. However, interest on debt incurred aftfer

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

: n
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atement of purpese and justification for facility

(b} B statement as to why current facilities are not adeguate

izl B statement of planned future use of the facility

{d) B description of the financing agreement to be arranged
for the facility

le) B summary of the building contract with estimated cost
information and statement of source and use of funds

(f} B schedule of planned occupancy dates

{2} For facilities costing over $500,000, the non-profit
organization prepares, prier to the acquisition or replacement of the facility,
a2 lesse/purchase analysis in accordance with the provisions of Sec. .30
through .37 of Circular B-110, which shows that a financed purchase or capitel
lease is_Te=s =6stly to the organization than other leasing alternatives, on a
npet present value basis. Discount rates used should be equal to the non-profit
organization's anticipated interest rates and should be no higher than the fair
market rate available to the non-profit organization from an unrelated ("arm's
length") third-party. The lease/purthase analysis shall include a comparison of
the net present value of the projected total cost comparisons of botb
zlternatives over the 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 maintenance
costs {including property taxes, if applicable) not included in the debt
financing, less any estimated asset salvage value at the end ¢f the period
defined above. The cost comparison for a capital lease shall include the
estimated totzl lease payments, any estimated bargain purchase option, operating
and maintenance costs, and taxes not included in the capital leasing
arrangement, less any estimated credits due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rates under
rental agreements that would be renewed or reestablished over the period defined
above, and any expected maintenznce costs and allowable property taxes to be
borne by the non-profit crganization directly or as part of the lease
arrangement.
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Reimbursements are limited to the il=zast Costly alternative based

st analysis reguired under subparagraph (p}. For example, f an
operating lea 15 determined to be less costly than purchasing through debt
financing, then reimbursemsnt is limited to the amount determined if leasing had
bean used. In all cases where a lease/purchass analysis is performed, Federal
rajimbursement shall be based upon the lezast expensive alisrnative.
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{6i NMonm-profit organizations are also subject to the following
conditigns:
{a) Interest on debt incurred to finance or refinance assets
acquired before or reacquired after Ssptember 29, 1995, is not allowable.

(b) Interest attributable to fully depreciated assets is
unallowable.

(cy For debt arrangements over $1 million, unlzss the non-
profit organization makes an initial equity contribution to the asset purchase
of 25 percent or more, non-profit organizations shall raduce claims for interest
expense by an amount egual to imputed interest earnings on excess cash flow,
which is to be caiculated as follows. Annually, non-profit organizatiens shell
prepare & cumulative (from the inception 0f the preoject} report of monthly cash
flows that includes inflows and outflows, regardless of the funding source.
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall bz divided by the number of months in the year
(usually 12) that the building is in service for monthly amounts, Qutilows
consist of initial equity contributions, debt principal payments {(less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative cutflows, interest shall be
calculated on the excess inflows for that period and be treated as a reduction
to allowable interest expense. The rate of interest to be used to compute
earnings on excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day of that month.

{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 prior to the
expiration of a period of 20 years reguires notice to the Federal cognizant
agency. The extent of the relocation, the amount of the Federal participation in
the financing, and the depreciation and interest charged to date may require
negotiation and/or downward adjustments of replacement space charged to Federal
programs in the future.

(e) The allowable costs to acquire facilities and equipment
are limited to a fair market value available to the non-profit organization from
an unrelated ("arm's length") third party.
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{1} Re-acguired assets means assets held by the non-profirc
bl

8895 that have again come to be held ny
ther through repurchase or refinancing. It deoes not include

{2) Initial equity contribution mesans the amount or value of
contributions made by non-profit organizations for the acguisition of the asset
or prior to occupancy of facilities.

{3) Rsset costs means the capitelizable costs of an zsset, inciuding
construction costs, acquisition costs, and other such ¢os5ts capitalized in
accordance with GAAP.

24. Labor relations costs. {osts incurred in maintaining satisfactory
relations between the organization and its empleyeses, including costs of labor
management committezs, employee publications, and other related activities are
allowable.

25. Lobbying.

a. Notwithstanding other provisiocns of this Circular, costs associated
with the fcllowing activities are unallowable:

{1} Attempts to influence the ovtcomes of any Federzl, State, or
local election, referendum, initiative, or similar procedure, through in king or
cash centributions, endorsemsnts, publicity, or similar activity:

(2} Establishing, administering, contributing to, or paying the
expenses of a political party, campaign, political action committes, or other
organization established for the purpose of influencing the outcomss of
elections;

{(3) Eny attempt to influence: (i) The introduction of Federal or
State legislation; or {ii) the enactment or mecdification of any pending Federal
or State legislation through communication with any member or employee of the
Congress or State legislature (including efforts to influence State or lecal
officials to engage in similar lebbying activity), or with any Government
official or employee in connection with a decision to sign or vetc enrolled
legislation;

14} Any attempt to influence: (i} The introduction of Federal or

State legislation; cr (ii) the enactment or medification cof any pending Federal
O0r State legislation by preparing, distributing or using publicity or
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SupLaradraph a:

1i Providing a technical and factual presentation of information on
a topic directly related to the performance of @ grant, contract or other
agresment through hezaring Ltestimony, statemants or letters to the Congrass or a
Stata legislavure, or subdivision, member, or cognizant staff membsr thereof, in
response Lo a documented reguest {including a Congressional Record notice
requesting taestimeny -or statements for the record at a regularly scheduied
hearing) made by the recipient member, legislative bedy 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 unallcwable unless incurred
to offer testimony at a regqularly scheduled Congressional hearing pursuant to a
written request for such presentation made by “he Chairman or Ranking Minority
Member oi the Committees 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 avoid material
impairment of the organization's authority to perform the grant, contract, or
other agreement.

{3) Any activity specifically authorized by statnte Lo be undercajen
with funds from the grant, contract, or other agreement.

C. (1) When an organization seseks 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 procedures of subparagraph B.3 of attachment A.

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

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

(4} Time logs, calendars, or similar reccords shall not be reguired
20 be created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying (as defined
in subparagraphs (a} and (b)) 25 percent or less of the employee's compensated
hours of employment during that calendar month, and (2) within the preceding
five-year period, the organization has not materially misstated allowable or
unalleowable 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 allowabliliy of claimed costs in addition to records
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grantee Irom contesting zhe lawfulness of such & determination.

d. Exzcutive lobbying custis Costes incurred in attempting to

improperly influence either dlIECtly or indirectly, an empioyee or officer of
the Executive Branch of the Federal Government to give consideration or to act
regarding & sponscred agreement or a regulatory matiter are unallowable., Improper
influence means apy influence that induces or tends to induce a Federal employee
or officer to give ceonsideration or to act regarding a federzlly-sponsored
agreement or regulatory matter on any basis other than the merits of the matter.

Q.

26. Losses on other sponscored agreements or contracts. Any excess of costs
over income on any award 1s unzilowable zs a cost of any other award. This
includes, but is not limited to, theg organization's contributed portion by
reason of cost sharing agreements or any under-recoveries through negotiation of
lump sums for, or ceilings on, indirect costs.

27. Masintenance and repzir costs. Costs incurred for necessary maintenance,
repair, or upkeep of buildings and eguipment {(including Federal property unless
otherwise provided for) which neither add to the permansnt value of the property
nor appreciably 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 equipment or appreciably prolong their
intended 1life shall be treated as capital expenditures (see paragraph 13).

28. Materials and supplies costs.

a. Costs incurred for materials, supplies, and fabricated parts nscesszary
to cerry out a Federal award are allowable.

b. Purchased materials and supplies shall be charged at their actual
prices, net of applicable credits. Withdrawals from general stores or
stockrooms should be charged a2t their actual net 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 of a
Federal award may be charged as direct costs.

d. Where federally-donated or furpished matsrials are used in performing

the Federal award, such materials will be used without charge.
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4. Costs of the non-proiit organizetion’ s membership in bu
“achnizal, and professional organizations are allowabls.

b, Costs of the non-profit organization’s subscriptions to business,
professional, and technical periodicals are allowable.
ol

=, Costs of membership in any civic or community organizatlion are
allowable with prior approval by Federal cognizant agency.

d. Costs of membership in any country club or social or dining club or
crganization are unallowable.

3). Organization costs. Expenditures, such as incorporaticn fees, brokers'
fees, fees to promoters, organizers or mahagement consultants, attorneys,
accountants, or investment counselors, whether or not employees of the
organization, in connzction with establishment or reorganization of an
organization, are unallowable except with prior approval of the awarding agency.

242, Page charges in professicnal journals. Page charges for precfessional
journal publlcatlon= are allowable as a necessary part of research zosts, wher

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

b. The charges are levied impartially on all research papers published by
the jourmal, whether or not by federally-sponsored authors.

33. Participant support costs. Participant support costs are direct costs for
items such as stipends cr subsistence allowances, travel allowances, and
registration fees paid toc or on behalf of participants or trainzes ({(but not
employees) in connection with meetings, conferences, symposia, or training
projects. These costs are allowable with the pricr approval of the awarding
agency.

34, Patent costs.

a. The following costs relating to patent and copyright matters are
allowable: (1) cost of preparing disclosures, repecrts, 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 decuments and any cther patent
costs in. connection with the filing and prosecution of a United States patent
application where title or royalty-free license is required by the Federal
Government to be conveyed to the Federal Government; and (iii) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employee agreements (hut
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{2} Coste in CONMECLIOn k 0 prosecurting any Iloreign
peTent appllcetion, or any United Steteés patent applicetion, where the Federal
awarc doss not reguire conveying title or & royalty-Irge license to Lhe Fedaral
Government (but see paragraph 45., Royalties and cther costs for use of patente
and copyrignts).

25, FPlant and homeland security coste. HNecessary and reasonable expenses
incurred for routine and homeland security to protect facilities, personnel 1d

!
work products are allowable. Such costs include, but are not limited tTo, wag
and uniforms of personnel engaged in security activities; equipment; barriers
contractusl security services; consultants; etc. Capital expenditures for
homsland and plant security purposes are subject to paragraph 15., EBguipment and
other capital expenditures, of this Circular.

3. Pre-agreement costs. Pre-award ccsts are those incurred prior to the
effective date of the award directly pursuant to the negotiation and in
anticipation of the award where such costs are necessary to comply with the
proposed delivery schedule ar period of performance. Such costs are allowable
cnly to the extent that they would have been allowable if incurred after the
date of the award and only with the written approval of ths awarding agesncy.

(¥}
-]

Professionel services costs.

a. Coste of professional and consultant ssrvices rendered by persons who
are members of a particular profession or possess a special s=kill, and who zre
not vfficers or employeses of the non-profit organization, are azllowable, subject
to subparagraphs b and ¢ when reasonable in relation to the services rendered
and when not contingent upon recovery of the costs from the Federal Government.

In addition, legal and related services are limited uncer Rttachment B,
paragraph 10.

L. In determining the allowability of costs in a particular case, no
single factor or any special combination of factors is necessarily
determinative. However, the following factors are relevant:

{1} The nature and scope cof the service rendered :in relation to the
service reguired.

{2} The necessity of contrzcting for the service, considering the
non-profit organization's capability in the particular area.

{3} The past pattern of such costs, particularly in the years prior
tp Pederal awards.

e
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{7) The qualifications of <he individual or concern rendering
service and the customary fees charged, especially on non-Federal awards.

'8 Adequacy of th
description of che service, es
termination provisions).

c. In addition te the factors in subparagraph b, rztainesr fees t
allowable must be supported by evidence of bona fide services availabl
rendered

38. pPublication and printing costs.

a. Publication costs include the costs of printing {including the
processes of compesition, plate-making, press work, binding, and the end

contractual agresment for the service fe.qg.
: time required, raze of compensation,

o be
e

or

The

’

products produced by such processes), distribution, promotion, mailing, and
general handling. Publication costs also include page charges in professional

publications.

and

b, If these costs are not identifiable with a particular cost objective,

they should be allocated as indirect costs 2o 2ll benefiting activities of

non-profit organization.

c. Page charges for professional journal publications are allowable
necessary part of research costs where:

{1} The research papers report work supportzd by the Federal
Government: and

(2) The charges are levied impartially on all ressarch papers
published by the journal, whether or not by ifederally-sponsored authors.

¥,
“he

as

a2

39. Rearrangement and alteration costs. Costs incurred for ordinary or normal
rearrangement and alteration of facilities are allowable. Special arrangement
and alteration costs incurred specifically for the project are zllowable with

the prior approval of the awarding agency.

40, Reconversion costs. Costs incurred in the restoration or rghabilitation of
the non-profit organization's facilities to approximately the same condition

o

existing immediately prior to commencement of Federal awards, less costs related

to normal wear and tear, are allowable.

e
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engaged in recruiting personnesl, £l costs o ] ants erviews for
prospective employment, and relocation costs incurred incident to rezruitment of
new emplovees, ere allowable Lo the extent that such costs zre incurred pursuant
te & well-managed recruitment program. Where the organization uses employment
agencies, costs that are not in excess of standard commercial ratas for such

services are allowable.

b. iIn publizations, costs of help wanted advertising that includes color,
includes advertising materiel for other than recruitment purpcses, or is
excessive in size (taking into consideration recruitment purpcses for which
intended and normal organizational practices in this respect), are unallowable.

¢. Costs of help wanted advertising, special emoluments, fringe benefits,
and salary allowances incurred to¢ attract professionzl perscnnel 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 inzurred incident to recruitment of & new
employee have been allowed either as an allocable direct or indirect cost, and
the newly hired employee resigns for reasons within his ceonitrcol within twelve
months after being hired, the organization will be reguired to refund or credit
such relocation costs to the Federal Government.

42. FERelocation costs.

a. Relocation costs are costs incident to the permanent change of duty
essignment (for an indefinite period or for a stated period of not lecs than 12
months) of an existing employse or upon recruitment cf a new employee.
Relocaztion costs are allowable, subject to the limitation described in
subparagraphs b, ¢, and d, provided that:

(1) The move is for the benefit of the employer.

(2) Reimbursement to the employee is in accordance with amn
established written policy consistently followed by the employer.

(3) The reimbursement does not exceed the employse’s actuazl (or
reasonably estimated) expenses.

b. Allowable relocation costs for current employees zre limited to the
following: ' )

{1} The costs of transportation of the employee, members of his
immediate family and his household, and personal effects to the new location.

™~
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, ere limited to § wpercent 5 the sales price of ths

{4: The continuing costs of ownership of the wvacant former home
afrar the setilement 2r lesase Ja g of the employee's new permansnt home, such 25
majntanance of buildings and grounds {e clusive of fixing up exp=snses),
utiplities, taxes, and property insuranc

{5) Other necessary and reasonable expenses normally incident to

relozation, such as the zosts of carceling an unexpired lease, disconnecting and
reinstailing household appliances, and purchasing insurance against loss of or
damages to personal property. The cost of canceling an unexpired legase is

limited to three times the menthly rental.

c. Allowable 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 zmployees have begen allowed either as a
direct or indirect cost and the employee resigns for reasons within his control
within 12 months after hire, the organization shall refund or credit the Fzderzl
Government for its share of the cost. However, the costs of travel to an
overseas location shall be considered travel costs in accordance with paragraph
50 and not relocation costs for the purpose of this paragraph if dependents ar
not permlt*ed at the location for any reascn and the costs do not 1nclude Costs

of transpeoriing household goods.
d. The feollowing costs related to relocation are unallowable:
{1} Fees and other <osts zssociated with acquiring a new home.
(2) B 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 organi:zation

- oot o i
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TRiS Ppurpose, & less-LhAan-aXmg-length lezse L5 OnNe unaer wni One LEITY TL ThE
lease agresment is able t¢ control or substantielly influence the acizons of the
ooner Such lezses Znciude, hut zre not limited to those hetwesn (1! divisions
ol & non-profit organizaticn; {ii; noo-profiv organizetions under COMMOT TOLTYGL
through common cfficers, directors, or members;.and (iil) & non-prof:iz
¢rganizacion and & director, frustees, officer, or key emploves of the non-profir
crganization or his ammediate family, eitner directly eor through corporations,
trusts, or similar arrangemenf= in which tThey hold a contreclling interest. For
erample, & non-profit organization may establish @ separate corporation for the
sole purpose of owning property and leasing it back to the non-profit
organization

d. Rental costs under leases which are required tc be treated as capital

leases under GRZFP are allowable only up

to the amount (as explained in

subparagraph b} that woulid be allowed had the non-profit crganization purchased
the property on the date the lease agreement was executed. The provisions of

Financial Accounting Standzrds Board Statement 13,

be used to determine whether a leazse is

shall
zted

Accounting for Leases,

a capital lease. Interest costs rel

to capital leases are allowable to the extent they meet the criteria in

subparagraph 23. Unallcwable costs
fees, and taxes that would not have
organization purchased the facility.
44. Royalti

a.
acguiring by purchase a copyright,

Royalties on a patent or copyright or ameortization of
patent,

include amcunts paid for profit, management
been incurred had the non-profit

es and other costs for use of patents and copyrights.

the cost of

or rights thereto, necessary for the

proper performance of The award are allowable unlsss:

{1) The Fedexral

the patent or copyright
{2} The patent or copyright
has been administratively determined to

(3) The patent or copyright

(4) The patent <r copyright
b.
the royalties may have arrived at as

bargaining, e.g.:

[

(1) RoyaTtles pzid to persons, 1nclud1n0 COIPOIathnS,

with the non-profit organization.

{2)

Koyalties paid to unaffiliated parties,

Government has a license or the right to free use of

has been adjudicated to be invalid,
be invalid.

or

is considered to be unenforceable.

is expired.

Special care should be exercised in determining rezsonableness where
result of less-than-arm's-length

affiliated

including corporations,

under an agreement entered into in contemplation that a Federsl award would be

made .
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e ts of sezrvices provided by highly complex or specialized
facilities ope ed hy the non-profit organization, such as computars, wind
tunngls, and r rors are alloviable, provided the chargses for the services meet
the conditions of either 46 b. or <. and, in addition, zZake into account any
items of income or Federal financing that qualify as applicable credits under
BRttachment A, subparagraph A.5. of this Circular.

b. The c¢osts of such services, when material, must be charged directly to
applicable awards based on actual usage of the services on the basis of a
schedule of rates or established methodoclogy that (i) does not discriminate
against federally-supported activities of the non-profit organization, including
usage by the non-profit organization for internal purposes, and {ii) is designed
to recover only the aggregate costs of the services. The costs of each service
shall consist normally of both its direct costs and its allocable share of all
indirect costs. Rates shall be adjusted at least biennially, and shall take
into consideration over/under applied costs of the previous period(s}).

c. Where the costs incurred for a service are not material, they may be
atlocated as indirect costs.

d. Under some extraordinary clrcumstances, wheres it is in the best
interest cof the Federal Govermment and tThe institution to establish alternative
costing arrangements, such arrangements may be worked cut with the cognizant
Federal agency. ’

471, Taxes.

a. 1In gensral, taxes which the organization is required to pay and which
are paid or accrued in accordance with GAAP, and payments made to local
governmants in lieu of taxes which are commensurate with the local government
services received are allowable, except for (i} tazes from which exemptions are
available to the organization directly or which are available to the

rganization based on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary exemption
certificates, {ii) special assessments con land which represent capital
improvements, and (iii) Federal income taxes.

b, Any refund of taxes, and any payment to the organization of intersst
thereon, which weare allowed as award costs, Will be c¢redited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.
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&. Tne cost of items reasonarly usable on The DOL-Dro
oTher wory shell not be ellowable unless the non-proefit organization submits
evidance =hat it would not retzin such items at cost without sustzining & loss.
In deciding whether such items are reasonably usgable on other work of the non-
rrofit orga n1:atlon the awarding agency should consider the non-profit
organization's plans and orders for current and scheduled activity.

Contemporsnecus purchases of common items by the non-profit crganization shall
be regarded as evidence that such irems are reasonably usable on the non-profit
organication's other work. Bny acceptance of common items zs allocakble to the
terminated portion of the Federal award shall be limited to the extent that the
quantities of such items on hand, in transit, and on order are in excess of the
reasonable quantitative regquirements of other work.

L. If in a particular case, despite all reasonable efforts by the non-
profit organization, certain cests cannot be discontinued immediately after the
effective date of terminaticn, 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.

c. Loss of useful value of special tocling, machinery, and is gensrally
2llowable if:

{1} Such special tooling, special machinery, or eguipment i1s not
reasonably capable of use in the other work of the non-profit organization,

(2) The interest of the Federal Government iz protected by transfer
of title or by other means deemed appropriate by the awarding agency, and

{3! The loss of useful value for any one terminated Federzl award is
limited to that portion of the acquisition cost which bears the same ratio to
the total acguisition cost as the terminated portion of the Federal award bears
to the entire terminated Federal award and other Federal awards for which the
special tooling, spscial 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 Federal award less the residual value of such leases, 1f:

1) the amount of such rental claimed does not exceed the reasonable
use value of the property leased for the period of the Federal award and such
further period as may be reasonable, and '

{2} the non-profit organization makes @ll reasonable efforts to
terminate, assign, settle, or otherwise reduce the cost of such lease. There
C

a#lso may be included the cost of elierations of such leased property, provided

Fan
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ca) The preparation and presentation o the awarding agency of

vulement claims and supporting data with respect to the terminated portion of

the Federal award, unless the terminetion is for default isce Subpart .61 of
Circuiar A-110:; and

{(b) The termination and settlement of subawards.

(2} Reasonable costs for the storage, transportation, protection,
and disposition of property provided by the Federal Govarnment or acguired or
produced for the Federal award, except when grantess or contractors are
reimbursed for disposals at a predetermined amount in accordance with Subpart
__.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
shail 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 teo other work of the non-profit
organization are generally allowable.

An appropriate share of the non-profit organization's indirect expense may be
allocated to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Attachment 2. The indirect expense so allocated shall
exclude the same and similar costs claimed directly or indirectly as settlement
expenses.

49, Training costs.

a. Costs of preparation and maintenance of a program of instruction’
including but not limited to on-the-iob, classroom, and apprenticeship training,
designed to increase the vocational effectiveness of employses, including
training materials, textbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and (i) salaries of the director of
training and staff when the training program is conducted by the organization;
or {ii) tuition and fees when the training is in an institution not operated by
the organization, are allowable,

b. Costs of part-time education, at an undergraduate or post-graduate
college level, including that provided at the organization's own facilities, are
allowable only when the course or dedree pursued is relative to the field in
which the employee is now working or may reasonably be expected to work, and are
limited to:

{l) Training materlials.

(2) Textbooks.
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c. Costs of tuition, fees, trzining materials, and texthooks {(but nct
subsistence, salary, or any other emgluments) in connection with full-time
education, including that provided at the organization's own facilities, at =z
post-graduate (but not undergraduate) college level, are allowable only when the
course oI degree pursued is related to the field in which the empleyee is now
working or may reasonably be expacted to work, and only where the costs receive
the prior approval of the awarding agency. Such costs are limited to the costs
attributable to a total period not to exceed one school year for each employes
so trained. In unusual cases the pericd may be extended.

d. Costs cf attendance of up to 16 weeks per employee per year at
specialized programs specifically designed to enhance the effectiveness of
executives or managers oI to prepare employees for such positions are allowable.
Such costs include enrollment fees, training materials, textbooks and related’
charges, employees' salaries, subsistence, and travel. Costs allowable under
this paragraph do not include those for courses that are part of a degree-
oriented curriculum, which are zllowable only te the extent set forth in
subparagraphs b and c.

€. Mainternance expense, and normal depreciation or fair rentzl, on
facilities owned or leased by the organization for training purposes are
allowable to the extent set forth in paragraphs 11, 27, and 50.

f. Contributions or donations to educationeal or training imnstitutions,
including the domation of facilities or other properties, and scholarships or
fellowships, are unallowable.

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and ¢ may be allowed with prior approval of the awarding
agency. To be considered for approval, the organization must demonstrate that
such costs are consistently lncurred pursuant to an established training and
education program, and that the course or degree pursued 1s relative to the
field in which the employee is now working or may reasonably be expected to
work. :

50. Transportation costs. Transportation costs include freight, express,
cartage, and postage charges relating either to goods purchased, in process, or
delivered. These costs are allowable. When such costs ¢ah readily be identified
with the items involved, they may be directly charged as transportation costs or

1
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3. General. Travel costs are the expenses for transporiation, lodeing,
subsistence, and related items incurred by emplovees who are in travel status on
official business of the non-proiit orgarnlzation. Such costs may be charged on

an acruai oSt basis, on a per diem or mileage pasis in lisu of actual cosis
incurred, or on a combination of the two, provided the method ussd is applied oo
an =ntire trip and not to selected days of the trip, and results in chdrg,J
consistent with those normally allowed in like circumstances in <he non-profit
erganization’s non-federally-sponsored activities.

b. Lodging and subsistence. Costs incurred by employz2es and officers fo
travel, including costs of lodging, other subsistence, and incidental expenses,
shall be considered reasonable and allowable only to the extent svch 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. In the absence of an acceptable, written non-profit organization policy
regarding travel costs, the rates and amounts established under 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 har 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} dirfare costs in excess of the customary standard commercial
airfare (ccach or equivalent}, Federal Government contract airfare (where
authorized and available), or the lowest commercial discount airfare are
unallowable except when such accommodations would: {a) require circuitous
routing; (b) require travel during unreasonable hours; [(c) excessively prolong
travel; (d) result in additional costs that would offset the transportation
savings; or (e} offer accommodations not reasonably adequate for the traveler’'s
medical needs. The non-profit organization must justify and document these
conditions on a case-by-case basis in order for the use of first-class airfare
to be allowable in such cases.

{2} Unless a pattern of avoidance is detected, the Federal
Government will generally not guestion a non-profit organization's
determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the non-profit organization can demonsirate
either of the following: (a} that such airfare was not available in the
specific case; or (b) that it is the non-profit organlaaflon s overall practice
to make routine use of such airfare.

d. Air travel by otler than commercial carrier. Costs of travel by non-
profit organization-owned, -leased, or -chartered aircraft include the cost of
lease, charter, operation (including personnel cests}, maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that exceeds the cost of allowable commercial air travel, as provided for in
subparagraph] c., is unallowable.
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NOM=-PROFPTT QRGANILATIONS NOT SUBJETT TO THIS CIRCULAR

Aclvance Technol CTharieston, South

o]
18]

y Institute (BTI),
Aernspaze Corpovation, o1 3zgundo, Calliforria

american Institutes of Researcn [(AIR), Washington D.T.

hrgonne Hatiotal Laporatory, ZThicego, Illinols

Atomic Casualty Zommission, Washington, D.C.

Ba-velle Memorial Institute, Headquartered in CTolumbus, Ohio

Brookhaven Natiomal Laboratory, Upton, New York

Charles 5Stark Draper Laboratory, Incorporated, Cambridge, Massachusetts
CHA Corporation (CNRCY, Alexandria, Virginia

Environmental Ins<itu<e of Michigan, Ann Arbor, Michigan

]

Georgia Institute of Technology/Georgia Tech Applied Research Corporation/
Georgia Tech Research Institute, Atlanta, Georgia

Hanford Environmental Health Foundation, Pichland, Washington
TIT Resgzarch Institute, Chicago, Illincis
Institute of Gas Technology, Zhicago, Illincis

nstitute for Dezfense Analysis, Alexandria, Virginia

i

LMI, McLean, Virginia

Mitre Corporation, Bedford, Massachusettis

Mitretek Systems, Inc., Falls Church, Virginia

National Radiological Astronomy Observatory, Green Bank, West Virginis
National Renewable Energy Laboratory., Golden, Colorado

Oak Ridge Associated Universities, Oak Ridge, Tennesssce

Rand Corporation, Santa Monica, California

Research Triangle Institute, Ressarch Triangle Park, North Carolina
Riverside Research Instifute, New York, New Ycrk

South Carolina Research AButhority (SCRA), Charleston, South Carolina

o
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Urban Instituie, Washington DL,

Nor-profit insurance companies, such as EBlue Croes and Elue 3hield Organizetions

Other non-profit organizatione zs negotiated with awarding agencies

- romsans wT ooz oz v T By
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3. Res
"rudits ©
the prior C
ther Non-P i
see paragraph 1

on_and Supersession. Thi“ Circular rescinds Circular A-1ZE,

te and Local Governments, " issued Epril 12, 1985, and supersedes
ular 2-133, "hudits of Insfﬁtutions of Higher Education and

T instltutlons,’ issued April 2z, 1956. For effective dates,

4]

|

4. Eoclicy. Except as provided herein, the standards set forth in this
Circulzr s be applied by 211 Federal agencies. I any statute

specificzl rescribes policiss or specific requirements that difiZer from the
standards rided herein, the provisions of the subseguent statute shall
goverm.

Federal agencies shzll apply the provisions of the sections of this
Circular to non-rFedsral entities, whether they are recip*ents expending
Federal awards received directly from Federzl awarding agencies, or are
subrecipients expending Federzl awards resceived from a pass-through entity (a
recipient or another subrecipient).

This Circular does not apply to non-U.8. based entities expending
Federal awards received either directly azs & racipient cor Indirectly zas 2
subrecipient.

5. Definitions. The definitions of key terms used in this Circular are
contained in § .105 in the Attachment to this Circular.
€. Reguired Action. The specific requirements and responsibilities of

Federal agencies and non-Federal entitiss are set forth ip the Attachment to
this Circular. Federal agencies :

making awards to non-Federal entities, either directly or indirectly, shall
adopt the language in the Circular in codified regulaticns as provided in
Section 10 {(below),. unless different provisions are reguired by Federal
statute or are approved by the Office of Management and Budget (OME).

7. OMB Eespcpneibilities. OMB will review Federal agency regulations and
implEmentarion of this Circular, and will provide interpretations of policy
reguirements and assistance to ensure uniform, effective and efficient
implementation. )

B. Information Contact . Purther information concerning Circular £-132 may
be gbtzined by contacting the Financial Standards and Reportlna Branch, office
‘of Federel Financial Management, Office of Management and BUUQEL, Washington,

DC 20503, eWephone 1202] 395 3553,

=
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Tris Cirvzular will have g pulify reviaw Lnrec sears Iromw

S reviaw Date .

the rate of issuance.

0 Lffective Dates. The gtandards se: Zovin in §__ .400 of the Atzachment
¢ tnis Circular, whizh applv dirsctly to Fzderal agenciss, shall be gffective
July i, 1996, and shall apply to audits of fiscal vears beginning after Juns
30, -294, eunept as otherwize specified in § 400 {a)

The standards set forth in this Circular that Federal agencies ghall
apiy 1o non-rFederal entities ghall be adopted by Federal agencies in codified
regulacionsg not later than 60 days after publication of this final revision
in rhe Fsderal Register, so that they will apply to audits of fiscal yesars
bzginning after June 30, 1996, with the exception that §__ .305(b) of the
Actachment applies to audits of fiscal ysars beginning after Juns 30, 1998
The requirewments of Circular A-128, although the Circular is rescinded, and.
the 1290 version of Circular A-133 remain in effect for auvdits of fiscal years

peginning on or before June 30, 19%6.

The revisions published in the Federal Register June 27, 2003, are
effective for Ziscal years esnding afcer Dezember 31, 2003, and early
implementation is not permitted with the exception of the definition of
cversight agency for audit which is effective July 28, 2003.

Augustine T. Smythe
Acting Director
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Subpart bh--General
5 .100 Purpose.

13 $AYT 5=13
20T

among Fuderal anss
avards.
§ .105 Definitions.

Faderal awards which

Audites mean
must e audited undey

Auditgr means an auditor, that is a public accountant or a Federal,
State or local government audit organization, which meets the general
standards spacified in generally accepted government auditing standards
(GAGASY. The ferm auditor does not include internal auditors of non-profit
organizations.

hudit fipnding means deficiencies which the auditor ig reguired by
5§ .5310(a) to report in the schedule of findings and guestioned costs.

CFD3 number means the number assigned to a Federal program in the
Catalog of Federal Domestic Assistapnce (CFDA).

Cluster of programs means a grouping of cleosely related programs that
share common compliance reguirements. The types of clusters cf programs are
regearch and development (R&D), student financial aid (SFa), and other
clustars. "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 meet the
definition of a zluster of programs. When designating an “"other cluster," a
State shall identify the Federal awards included in the c¢luster and advise cthe
subrecipients of compliance reguirements applicable to the ¢luster, consistent
with §_ .400(d) (1} and §__ .400{(d) {2), respectively. A cluster of programs
shall bz considered as one program for determining major programs, as
described in §__ .5320, and, with che exception of R&D as described in
§ .200(e)., wherher a program-specific audit may be elected.

Cognizant agencv for audit means the Federal agency designated to carry
out the responsibilitiss described in § .400(a}.

Compliance supplement referg to the Circular 2-1i33 Compliance
Supelement, included as Appendix B to Circular A-133, or such documents as
OMB =or its designee may issue to replace it. This document is available from
the Government Printing QOffice, Superintendent of Documents, Washington, DT
20402~9325., .

Corrective action means action taken by the auditee that:

{1) Corrects identified deficiencies;
{2} Produces reccommended improvements; or

{3) Demonstrates that audit findings are either invalid or do not
warrant auditee action,

Federal acency has the same meaning as the term agency in Section 351 (1)
of title 5, United States Code.

Federal award means Federal financial assistance and Federal c
imbursement contracts that non-Federal entities receive directly f
deral awarding agencies or indirectly from pass-through entities.

oS8t -
rom
It doss
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1

non Lnclude pr nTE Or COMLYastiE®. uset 1o Duy
gouds or servi ‘wf.osuch vendors shall e Covered
Dy Tne LEXmME & CONTYECLS IC Operate Fsoera
SoOVErnmaent own rres (GOCOs, are excluassd from Thse
regulrements of :

Fegeral —he Pedersl azgency. Lhat provides an awarcg
cireotly to Lh

Federal f-nanc. al ZsSsictance mMeans Asgistance that non-Federal entilies
veceive or admirister.in tne form of grants, lcoans, loan Juarantess, property
{inciuding donated surplus property), ‘cooperativeragreements, Iincerest
subsidieg, insurance, foed commodities, direct appropriations, and other
=sgistance, but does not include amounts recelived as ?eﬂmDuTsement for )
gservices rendersd to individusls as aescr;beo in § .205(h) and § L2058 (1) .

Federz)] program means:

{1] E11 Federz]l awards tc a hon-Federal entity assigned a single
number In the CFOL. ’ . . .

{2) When no CEFDE number is assigned, all Federal awards from the same
agency made for the same purpose should be combined and considered one’
program. .

(3} Notwithstanding paragraphs (1) and «{2) of. this definition, a
cluster of programs. The types of clusters of ‘programs are:

(i} . PResearch and development (R&D);
{ii} Student financial aid (SFRZ); and ’
{iii} "Other clusters,” as described in the definition of .cluster

of p*ograms‘_n this secrion.

GA“PS means generzlly aﬂcppted government audntlno s;anda*ds 155ued Dy
the Comptroller General of the United States’ which are” app11cable to
financial audits. .

Generally accepted accounting principles has the meaning spécified in
generally accepted auditing standards issued by the hmerican Institiute of
CEItlf_Ed Eubllc Accountants {kICPA). e R S

Tndﬁan tribe means any Indian LleE, band nation, or other organized
group or community, including any 2laskan Native village or regicnal or -
village: corporatien {as defined in, o, established under, the Alaskan Kative
Claims Settlement Act) that is. recognlzed by the United States as eligibkble for
the spec“al programs and servipes provided by the TUniteéd States to-Indians-
because of their:status as Indians- :

Internal contrcl means a pProcess,. gffected by an entity's management and
other personnel, designed to provide Teascnable assuranée regqrdlng the
achlevement of Db]ECthES in the folIOW1ng categorles. :

(1) Ef:ectlveness and efflcvency of
{2 llanlW;ty of financial Teportlng, “and
(3)e. Comnllance Mlth ‘applicable laws and regulations.

'1 cootral perteininc to the compliance Tequ;remnnbs for Federal
ternzl control ove:_Fede*-L programs} meanc a process--effected by




arn entiZy's management and oiher personnel--designed o provios rrascnepit
assurarnce regarding tne achievemant of the {oilowing objesccives Zor Faderal
DY DOTAME :

P Transactions sre oroperly recorded and accounted for oo

(i‘ Permit the preparation of reliable financizl statements and
Faderal raporis
7i1)  Maintain ascountability over assets; and

(iii) Demonstrate compliance with laws, regularions, and other
regquirements;

I
Q
3

o
;
3
]
o

(2) Transactions are executed in compliance with;

(i) Laws, regulations, and the provisions of contracts oy grant
agreements that zould have a direct and material =ffect on a Fszderal program;
and

(ii} any other laws and regulations that are identified in the
compliance supplement; and

(31} Funds, propsrty, and other assets are safeguarded against loss
from unauthorized use or disposition.

Loan means a Federal loan or loan guarantee received or administered by
a non-Federal entity,.

Local government means any unit of local government within a State,
including a county, borough, municipality, city, town, township, paxish, lozzl
public authority, special discrict, school district, intrastate district,
council of governments, and any other instrumentality of local government.

Maior program means a Federal program determined by the auditor to be a
major program in accordance with § .520 or a program identified as a major
program by a Federal agency or pass-through entity in accordance with
§ .215 (e},

Management decisjon means the evaluation by the Federal awarding agency
or pass-through entity of the auvdit findings and corrective action plan and
the issuence of a written decision as to what corrective action is necessary.

Non-Faderal entity means a State, local government, or non-profit
corganization. :

Non-profit organization means:

(1) any corporation, trust, association, cooperative, or other
organization that: :

(i) Is operated primarily for scientifiec, educational, service,
charitable, or similar purposes in the public interest;

{ii) 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 organization includes non-profit institutions
of higher education and hospitals.
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Oversignt agencv for audit means the Fe
rovides the predomimant amount of dire r
COgrizant agency tor audit. Wher there s n
ency with the predominant indirect funding
spongipiiities.  Thne duties of

§5__ .4D00(b).

fecrive July ZE, 2003, the Loilowing is added to this ds

. Federal agesincy with oversight for an auditee may reessign cv:r51gnt T
er Federal agency which provides substantial funding and agrees to

he oversight agency for audit. Within 30 days after any

signment, both the cold and the new oversight agency for audit shall

fy the auditee, and, 1f known, the auditor of the rezssignmentc.*

~thirough =nritv means & non-Federel entity that provides a Federal
subrecipient to carry out a Federzl program. o

Program—specific audit means an audit of one Federa l p*ogram as provided
for in § .200 (c} and § L2325,

Cuestioned cost means a cost that is_questioned by the auditoer because
of an audit finding: :

(1) Which resulted from a violation or possible viclation of a
provision ¢f a law, regulation, contract, grant, cooperative agreement, oI
other agreement or document governing the use of Federal funds, “includitg’
funds used to match Federal funds; ) 3 e A

{(2) Wnere the costs, at the time .of the:auditr~afe*qotféuppqrted”by
adequate'ddtumentation: or ' T T o :
(3) Where the custs incurred nppear unreasonab‘e and- dO'DOt reflect

the acticng a prudent person would take im the dircumstances.

Recigient mMeans & non- Federal en*ity that expends Fedefral..awazds
received directly from & Federal. awardlng dgency to carry out atFede:al'
program: g

Eesezrch and development {(R&D) means 211 research activities, both basic
and -applied, - and: 211 development actlv1tles that are performed by a non-
Federal ‘entity. :Fesearch is definé&d as systematlc study’ directed toward
FulTEI scientific: knowledge or understand ng’ of the subjett stodied. .. The term

esearch alse includes activities anolVLng ¥he training of " individuals in
research techniques. where such actlv1t1es utilize thé same facdilities as other
resedrch and development dCthltlES and whnre such activities aré.mot included
“in ‘the ‘instruction  function. EVElODmEDt is the systematic use of knowledge
and understanding gained from researct d+IECted toward the- productlon of - ..
usefdl -matertals, devxces,‘systems, o1 methods, lncludl;g deelgn ‘and
deveWOpnent of pro*otypes and P*O”ESSES. - } : L

Sﬂnu?e audlt means 4D
statements and the Federzl awards as

its financial

§ :"'.:“.50.0"'.

esc

~State Means any. State of the United States, the District of Columbia
the Commonwealth:of Puertc:.Rico, the Virgin Islands, Guam, ARmerican Samoa, Lhe
Commgnwealth-of the Nerthern Marisna Islands, and the Trust Territory of the
: LS L e D _ sy A
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et LELands ere i, anv MULTi-STate, reaglians., O
e = ey Ianctions, and any Tngian trine as
de? ned v this
Student 2D {372} incliudes those programs of general s:tudent
anristance, such as those authorizsd by T IV of the Higher Bducation Aot
2f 1353, as amended, (20 U.5.C. i070 =2t s=g.) which is administered by the
0.7. Dzpartment of Zducation, and similar programs provided Dy other Federsai
agencies. It does not include programs which provide fellowships or similar
: awards To students o0 a competitive besis, or for specified studies or

Subrecivient means a non-Federal entity that expends Federal awards
received from a pass-through sntity to carry out a Federal program, but does

not include an individual that 1s a beneficiary of such a program. A
subrecipient may also be a recipient of other Faderal awards directly from 4
Federsl awarding agency. Guidance on distinguishing between a subrecipient

and a vendor is provided in § .210.

Tyvoes of compliance reguirements refers to the types of compliance
requirements listed in the compliance supplement. Examples include:
activities allowed or unallowed; allowable costs/cost principles; cash
management; eligibility; matching, level of effort, earmarking; and,
reporting. -t

Vendor means a dealer, distributor, merchant, or other seller providing
gonds or services that are reqguired 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
s 200 audit requirements.

(a) Audit reguired. Non-Federal entities that expend $300C, C00
($500,000 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 ($500,000
for fiscal years ending after December 31, 2003) or more in a yesar in Federal
awards shall have a single audit conducted in accordance with § _ .500 except
when they =lect 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 regquire a financial
statement audit of the avditee, the auditee may elect to have a program-
spacific audit conducted in accordance with §  .235. A program-specific
audit may not bz elected for R&D unless all of the Federal awards expended
waere 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.

(d) Exemption when Federal awards expended zre less. than 5300,000
(5500, 000 for fiscal vears ending after December 31, 20083). UNon-Federal

8
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& zooment Ceniers (FPRDO
Marzgement & FPRDC mey elect to treet ihe
FEELL &8 & = : : for wu jees I This Lerxt.

§  .205 Basiz for determin:z ng Feaer;l awards expend&d

(&) Determining Federal awgrds expended. The determination of when &n

swerd is ewpended should be based on when The activity related te the awzrd
oCoure Ge=nerally, the activity pertalnﬂfto svents That regquire the non-
Federel entity uwo comply with lews, reguletions,-and the provisions-cof
contracts or grant agreements, such as: ﬂyponc;-ure,ezbanse Transactions
zsspciatec with grants, cost-reimbursement ceontracts, opera+1ve agfeemﬁn
and direct appropriatiomns; the disbursement of funds pdﬁsmd througr to
subrecipients; the use of loan proceeds under loan and loan guarantee
programs; the receipt of property; the receipt cf surplus property; the
receipt or use of program income;  the distribution or consumption of food

commodities; the disbursement of amounts ent1111ng the non- Federzl en+1uy to
an inter ect subsidy; and, the pEIlOd when insurance is in Force )

o) Loan and lgan guarantiees iloans). Sipce the Federal Government is
at risk for loans until the debt is repaid, the following guidelines shzll be
used to calculate the value of Federzl awards erxpended under lcan pfograms,"'
ercept as noted in pnragrnphs {c) and {d) c¢f this section:

(1) valus of new loans, made or received during“the fiscal year;
blos s z

[

{2} Bzlance of loans from previous ysars for which the Federa
Government imposes continuing compliance reguirements; plus C

1239 Eny interest sub=1dy, ceash, or administrative cost allowance
received. S :

{ch Loan and loan cugrantess floans) at institutiopns of higher
education. When loans are made to-students of an institution of higher
education but ths institution does not make the lecans, ‘then on¢y the value of
loans made during the year shall be con51de¢ed Federal awards expended in that
year. The balance of lcans for- pravious years is not included as Federal
awerds expended becsuse the lender ‘accounts for: the prior kalances.

(d} Prior lgan and loan guarantees (loanc). Loans, the proceeds of
which were received and expended Ane pJ:J.cn:;yearsJr are not considered Federal
awards expended under this part when the laws, Tegh?n*lons,'andfthe pIOVLvlonE
of contracts or grant agreements pertawnlng to such loans impose no continbing
’Omn‘1anfp rzguiremsnts othsr than to repay the loans. :

{e) Endowment funds. The cumulative Dalance of Federal. awards for-
endowment funds which are federzlly restricted ere considered awards expended
in each yegzr in whigh the funds are still restricted.

‘if"f)f Free vent, Pree. fent Teﬁe*ved by itself is not considered a
Fedérai“award"expended under- th s part: -However, fr&e rent received as part
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ed property,
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non-Federal
ividuals ar

L Medizzid. Medicaid paymenis to a subrecipient for providing

patient care services to Medicaid e2ligible individuals are not considered
Federal awards expended under this part unless a State reguires the funds 4o
be tre=ated as Federal awards expendsd because reimbursement is on a cost-

=3
reimbursement basis.

{3) Certain loans provided by the National Credit Union
Administration. For purposes of this part, loans made from the Kational
Cred:it OUnion Share Insurance Fund and the Central Liguidity Facility that are
funded by contributions from insured institutions are not considered Federal
awards edpended. -

¥ .
§ _ .z21o0 Subrecipfént and vendor determinations.

(a) General. BAn auditees 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 services
provided as a vandor would not be considered Federal awards. The guidance in
paragraphs (b} and (c) of this section should be considered in determining
whether payments constitute a Federal award or a payment for goods and
services

{h) Federal award. Characterlstics indicative of a rederal award
received by a subrecipient are when the organization:

(1) Determines who is eligible to raceive what Federal financial
@ssistarnce;

{2) Has its performance measured against whether the okbjectives
cf the Federal program are met;

(3) Has responsibility for programmatic decision making;

{4} © Has responsibility for adherence to applicable Federal
program compliance regquirements; and

(5} Uses the Federal funds to carry out a program cof the
crganization as compared to providing goods or services for a program of the
pass-through entity.

{(c) Pavment for goods and services. Characteristics indicative of a
payment for goods and services recsived by a vendor are when the organization:

{13 Provides the goods and services within normal business
operations;

10 ATTACHMENT ... &
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< Trovides f_mMmoLar COOGE OY ServiCes To haly ciffersnu
LUYSLEAET L] :

z Operetes il & COMRETITIVE ENVIIONMELT,

e Trovides Goods G SeIVICES Thet x encilliary to The
cnerzTion of the Federel: program; and i

‘5 I¢ not subjegT Lo CUMLllance requiremsnts of the Féderal
progran :

id; Use of dudament ir meking derterminetion. There may be unusuazl

circumstances or exceptions tu the listed characteristics. In making the

determination of
substance ¢f The
agrzement. It 1

whether a

£ not E}Zp&Ct&G that

subrecipient or vendor
relationship 15 more imporzant than the
g1l of

relationship exists, the
orm <f the

the characteristics will be present

ho

G

and judgment should be ueed in derermining wnether an entity is a subrecipient
¢ vendor., '

(el For-profit subrecipient. Eince This

part does mot apply to for-
profit subrecipients, the pass-through entity is responsible for establishing
requiremenis, necessary, to ernsure compliance by for-profit sibrecipients
The contract with the for-proiit subrnc1p1=nt should describe applicable’ '
compliance reguirements and the for-profit t subrecipient's compliance
responsibility. Methods. to ensure compliance for Federal zwards made to for-
profit subrecipients may include pre-award audits, menitoring daring the
contract, and post-award audits. o

as

(£} Compliance responsibility for vendors. In most cases, the
auditee's compliance responsibility for vendors is only to ensure that “the ~
pIOCLrement, receipt, and- payment for goods and services comply with laws,
rEULlathn and the provisions of centracts or grant ugreementu7" Pfogram
compliance *equﬂremnnbs normzlly do not pass through to vendors:.  However; the
auditee is responsible- for -ensuring compliance for vendor t*anqaﬁtlons which
are structured such:ithat: the vendor is responsible for program compliance. or
the vendor's records must be reviewed to determine program compliance.- Zlso,
when these vendor transactions relate to a major program, the scope of tThe
audit shall include determining whether these transactions are *n'ﬁompliance
with laws, regulations, and the provigions of contracts or g*ant agreements .

§ . .215

Relztionn to other audit requilements.

(&)

audit under this part in lieu of other audits.” An audit made in
accordance with this part shall be in liew of any financial, aundit required
under individuzl Federal awards. To the extent this audit meets a Federal
agency's needs, it shall rely upen and use such audits. - The, provisions of
this part DEJEhEI llmlt the authority of Federezl agenCLes,'lncludwng their
Inspectors General, ér GAO to conduct or arrange for addltlonal audits (e.g.,
financial audits, pe?formdnce audits, evaluations, lnSpECtl_ sy Yor rnvlews)
nor duthcrize any adifee. to constrain Federzl agencies. from ca*rylng ot
addltyoﬁaq audits. .z “additional audits shall be planned and’ perfo;medfln
such & way as Lo bu ' upon werk performed by other audltors.- e ‘

- (b} Federal: aaenﬁv to pav_for aad;tﬁonal aud1t5. A Federal agency
that vonqucts or. gontrarts for additional audits shall, consistent with other
‘applicable laws and 1'ecn_.]_a*-lons,_':1:1:‘:.nc_qe for funding the full cost of such

addlt~oncl audﬂtc 3 '




ng X arranglng r
s =hould be maazs &t
pe gudiiled, The

oromotly respond o

»rogram would oLnerw:
3 t approach descrined
' b The

sheall tpen prompily conf < war: e PIogram
aud.ved as a major program. 1 the Drog e avdived az
program Dased upon tnis Federal agency reguest, and the Federal agency agrazes
to pay the full incremental costs, then the auditee shall have the prograsm
sudited as & major program. P pass—through entity may use the provisions of

this paragraph for a subrecipient.

& .220 Frequency of audjits.

Except for the provisions ior biennial audits provided In paragraphs (a)
and (b) of this section, audits required by this part shall be performed
annually. BAny biennial audit shall c¢over both years within the biennial
period.

fa) A State or local government that is requirsd by constitution or

statute, in effect on January 1, 1987, to undergc its audits less freguently-
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.

b) 2ny non-profit organization that had biennial audits for all
biennial periecds ending between July 1, 1992, and January 1, 1995, 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 reguired by
this part have not been made or have been made but not in accordance with this
part. In cases of continued inability or unwillingness to have an audit
canducted in accordance with this part, Federal agencies and pass-through
entities shall take appropriate action using sancticons such as:

{a) Withholding a percentage of Federal awards until the audit is
completed satisfactorily:

{b) Withhelding or disallowing ovefhead costs;
{c) Suspending Federal awards until the audit is conducted; or
{d) Terminating the Federal award.

§___.230 Audit costs.

{a) Allowable costs. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal awards. The charges may be considered a direct cost or an allocated
indirect 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 regulaticns.

12

PAGE . 7. OF 5.5 PAGES




L Uneliowanie TLEUE A non-reQerii LTIV ELEo. DU Chergs The
v _Lowlng LG & Federgl awzrd
) The zost of any sud_tl under the Single Rudit Lot kmendments
J -
Cf uby Il LLE.7. 75041 er sec., nol conducted AT ascorgance with thie partT.

2 Tne ccst of audiiing & non-Federzl entivy
awsrcds expended ¢f tess than $300, 000 18500, 000 for fiscszl
December 31, 2003} per yegar ant & neraby YmetEd under &
nevong &n sudit conducted under Tr.& part. However, thic does not proRibit &
pess—trhrough entity From charging Federal awards for the cost ¢f limited scope
sudiTs TO mMOnitor its subrecipients in ecocrdance with § 0 cA0C0{d) (3),
provided the subrecipient does not héve & single audit. For purposes cf thnis
part, 1: scope sudits only include agreed-upon pTDC@duTeS engagements
conducted in accordance with either the EICPRE’s generally accepted auditing
stendards or atTestation standerds, that arve paid for and arranged by a pass

T i

through entity end address. only one or mUTe o - the fcllowing types of
complience regquireménty: activities zllowed or unallowed; zllowable
costs/cost principles; eligibility; matching, level of effert, ezrmarking;
and; reporting. ' ' S o :

& .235 Program spec*:lc audits.

(2} Program—smecific audit guide available. In many caseg, @ program-
specific audit guide will be available to provide specific guidante to the
auditer with respect fo intermal control, compliancde requirements, suggested
audit procedures, and audit reporting Tﬁuulrements.‘ The audltor ‘should
contact the Offi¢e of Inspector Generzl of the Federal. agency to determine
whether 5u~h a gulde is available. When a current program 5pec1f1c audit-
guide is avawlable, the auditor shall follow GAGAS and thﬁ gulde when
performlng a program—spec1f1c audit.

(D} Program—stecific audit guide not avallable. 1) “When a program-
pecific audit guide is not available, the audﬂtee and’ audltor shall have
basically the samé-responsibillities for +he.Federal pfogram - thpy would have
or an audit ofa ma]or program in a single aundit.

{2} The auditee shall prepare the'finahéial statement (5} for the
Federzl program that includes, et & minimum, a schedule of expenditures of
Federal awards for-«the: pIogYam and notes that. des:r;be the sigaifiicant
accounting polwc16u used in: preparing the SPheduLe, 2 summdry schedule of

pricr audit flndﬂngs con51stent with the reguirements of § 3’5(b), and- a
corrective action planm consistent with the *equlrements OI'§ ' 315(c);
{37~ The auditor shall:
(i}  Perform an audit of the financisl statement(s) for the

Federal program in accordance with GAGRS
o 1iiy - obtain ap undorstandlng of 1nLernal contro1 ‘and; _
perform tests of intérngl cénirol over the Fede*al pvogram con51stent_w1th the
requirsments of § (c) for a ma]DI program, : |

o ii}- Pe*foim procedures Lo determine whether the auditee:
Lias complied WLEh laws;“regu1afﬂops, and the provigions o¢f contracts or grant
agreements that Could have a direct and mater1a1 effect on the Federzel program
cons;stentﬂw;th.thb':equAremen+s of §___.500(d),;or_a major program; ahd
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tisr UTe O DXonr o ut. Condings, p
e rzasolal =5 3 Lns Bummars o Drig
the audites, and rapori, 4% & T.IIan dit
ludss that The summary scheduls of prior auvdit =
s the stetus of any Dricr audit Iinding in accor
af §_ _ .500(e).
4} The asuditar's reporit{s) may be in the form of either
romhined or separate r2ports and may be organized diffsrently from the manner
presnented in this secilon. The auditor's renorcts) shall state that the zudit

was conducted in accordance with this part and include the fallowing:

(1) An opinion {or disciaimer 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;

(i1) & report on internal control related to “he Federal
program, which shall describe the scope of testing of internal control and the
results of the fests;

(iii1} A report onm compliance which includes an opinion (or
discleimer of opinion) as to whether the auditee complied with laws,
regulations, and the provisions of contracts or grant agreements which could
have a direct and material effect on the Faderal program; and

{ivy B 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 questioned costs consistent with the reguirements of §  .505(d) (3).

{c) Report submission for nrogram~specific audits.
(1} The audit shall be completed and the reporting required by paragraph
(e} (2) or (c)(3) of this section submitted within the earlier of 20 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 required reporting shall be
supmitted within the earlier of 30 days after receipt of the auditor's
report (s}, or 13 months after the end of the audit period, unless a different
period is specified in a program~specific audit guide.} Unless restricted by
law or regulation, the auditee shall make report copies available for public
inspection.

{2} When a pbrogram-specific audit guide is available, the
auditee shall submit to the Fedzral clszaringhouse designated by OMB the data
collection form prepared in accordance with &  .320(b), as applicable to 3
program-specific audit, and the reporting required by the program-specific
audit guide to be retained as an archival copy. BAlsc, the auditee shall
submit to the Federal awarding agaency or pass-through entity the reporting
required by the program-specific audit guide,

(3) When a program-specific audit guide is not available, the
reporting package for a program-specific audit 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 prepared in accordance with

14 :
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ng Da CUSE QELlgnated

to be reté hedplie of

¢¢ end guesTionec CGSLE di summery scpedulic

or audit findings reporied ings, ihe audites

supmit one copy of The ¥ clearinghouse on
Feaerzl aweXOilQ &Qenoy s-tnrougr enTiTY-

}ubf&cipient. Lirt

£l = 4no puﬁkdoe o

is.n t.:Lq___bc to submit &
cipient Shali p?ov10=

T : Lent with' the

reguirements cof § .320(e) {2). L subrecipient may submit a. copy of the

repcrting packege to the pass-<hrough efntity to comply with this notification

reguirement . ' '

aftity, when & ent I
o the pass—znlougn ent Lty, ~the subz
ion to the pass-through entity, cons:

(d) Other sections. of this DH*t'maO'aDDTG:t'Dfog*am specific audits

are subject™teé § 100 through §_ 215(b),_ _' L2200 tnrougn § 230,
g .300 througb § .30, §  .3i5, §; 320(f) througn_§ 232003, §_ - - 400
through § | .405,°§ .510 througn § w0515, and ‘@ether- rEferenced prov1°1on5'

of this part unlesds contrary to the provisions: of this sectiom, a program-
specific aud;t guide, or program laws an@_reguWatlons

Subpart C=-AZuditees
g .300 Auditee responsibilities.

The auditee shall:

{a} Identafy, in its accounts, &ll Federal awards raceived and
exzpended and the Federal programs under which they were receéived:  Federal
program and award identification shall vinclude, CFDA& title.
and numbgry.aw‘rd humber and year, name-o name of the
pass-through entlty. : ST

{(by .. Malntnln internal control over Federal
reasonable ass ance that the audltee 15 ‘ma ; _m-
Federal awards:in compl¢anﬁe with laWS, *egulatlon:
contracts or grant agreements that ¢ould Have. a'materlnl ef‘ect on each of its
Fednral pTograms

()

g nply wlth laws, gulatlanS,
grant.aﬁree y rels’

(d) Prepure approprlate flnan01al Statements,'ln"
of expenaltures ‘of' Federal awards in acco*dance w;th

,ubmltted when due
tred by & . .320(a) -
dit) ‘promptly notify tha,E'
rQﬁgh;entity providingl

.315{c),

respectlvely.




To¥r Lrogurement. o Yol aod.T rere ol 2l
ment standards pre ibed by tne 5ran Manegems oo T
rafarraed To as the "2-10Z Tommorn Ruie": ouklished March 11,
April 19, 19925 {ins=rt anpropriate CFR ioni, Tirzuliar
ddministrative Reguirsments Ior Grants ars reements with
“nstitutions of Higher Education, Hospiials and O:ther Nom-Profit
Organizations,” or the FER (48 CFR part 4%), as applicables {(OMB CTirculars are
available from the Dffice of ABdministration, Publications Office, room 2200,

Mew Executjve Office Building, Washington, DC 20503). Whenever possible,
auditees shall make positive 2fforts To utilize small businesses, minoritv-
owned firms, and women's business entevprises, in procuring audis services as
stated in the A-102 Common Ruls, OMB Circular A-110, or the FAR (4B CFR part
42), as applicable. In requesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to be
considered in evaluating each proposal for audit services include the
responsiveness to the reguest for proposal, relevant erxperience, availability
of staff with professional gualifications and technical abilities, the resul:ts
of external guality control reviews, and price.

(b} Restriction on auvditor preparing indirect cost proposals. An
auditor who prepares the indirect cost proposal or cost allocation plan may
not alsc be gselected to perform the audit required by this part when the
indiresct costs rzcovered by the auditee during the prior year exceeded 51
million. This restriction applies to the base year used inh the preparation of
the indirect cost proposal or cost allocation plan and any subseguent years in
whizh the resulting indirect cost agreement or cost allocation plan is used to
recover costs., To minimize any disruption in existing contracts for audit
services, thie paragraph appliss to audits of fiscal years beginning after
June 30, :1998B.

tc} Use of Federal auditors. F=dsral auditors wmay perform all or part
of the work required under this part if they comply fully with the
raguirements of this part.

§_ .30 Financial statements.
(a) Finangial statementg. The auditee shall przparse financial
statements that reflect its financial position, results of operations or
changes in net assets, and, where appropriate, cash flows for the fiscal year
audited. The financial statements shall be for the same organizational unit
and fiszal year that is chosen to mest the requirements of this part.
However, organization-wide financial statements may also include departmants
agencies, and other organizational units that have separate audits in
accordance with § _ .500(a) and prepare separate financial statements.

{b}) Schedule of expenditures of Federal awards. The auditee shall
alsc preparez a schedule of expenditures of Federal awards for the peried
covered by the auditee's financial statements. While not reguired, the
audit=e may choose to provide information requested by Psderal awarding
agericies and pass-through entities to maks the schedule easier to use, TFor
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for =zach award year separately. At a
minimum, the schedule shall:

{1} List individual Federal programs by Federal agency. For
Federal programg included in a cluster of programs, ligt individual Pederal
programs within a cluster of programs. For R&D, total Federal awards esxpended
shall be shown esither by individual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the anarfment of Health and Human

Services.
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(3} vrovide moTel Federal ‘awsrds expended for eacn - pdividu
Federal Lrograt and the CFDE number o o-ner —aPnL:f} ing nunmber Wnen
informacion i1e mol avellable.

r Inciude noteg thart deséripe the signi
policies used in preparing the schedule : : -
-y To the extent practical, pase- Through entities. .shoulad

identify in the schedule the tot al amount provided to subrecipients Irom each
Federal program. oo

(€) Include, 1in 51Lner the gghedule or a note to the scnedhle
the value of the Pederal awards eypended in the: form of non-casp dSSls*arce
the amount of insurance in effect’ du*lng the year, and loans or loan |
guarantees. outstanding at year end. - While- not *equlred it is pTeFerable to
present: this. information if *he scnedu1e : .

i

§ ;315 Audlt flndlngs fDllow up

{a) General. The audltee is I=spcnc1ble +‘O‘r’ IDTIOw up and COIYECthE
action on all zudit FlDd’DgS As part of this reSponE“b171 LY, the auditee
shall prepare a summary schedule ‘of prlor audit. findings.  The ;auditee shall
2l sc prepare a2 correctivé acflon plan for turrent year ‘audit, findings. . The.
summary schedule of prior sudit f£indiligs ‘afid the corrective act*on .plan shall
include the reference numbers the audi $o] as=19ns to audit flﬂd“ﬂgs under. :
§ﬂ~u.510(c), Since the! summary schedul ay include "audit -findings- ITDm.L._
multiyle years, it shaill ;nc‘ude *he'f Fcat year in whlch the‘Flndlng
init 1ally occurred :

(b)~~'Summarv schedule of DBrios sudit-Fifidings. The summary“scheduln of
prior audit findings shall’report the stavus of 211raudit findings.includsed in
the prior audit's schedule of findings ‘ahd -giestioned- costs relative: to. :
Federal awards. The summary schedule shall - alse include audit: findings.. ..
reported in. the pricr audit's summary schedule of prior audit f*ndlngs eycept
andit findings listed as correct in accordance with paragxaph -(b} (1) of this
section, or no longer valid or mot warrantlng further action in accordance.
with pqragraph {b) (4) .of this .segl ony

(1) Wn=n audit flndﬁng,jweré fqlly corrected, - the summary
schedule need only list the audit ‘1ndlngs and state that "corrective asction
was taken... :

s

(2) When audit fﬂndlngs were Il tﬂtdrrected'or"wé*e only
partizlly corrected, the summary schedule “hall "déscribe the: planned
corrective . actlon as -well as, any partlal correctlve actlon tayen

(3) When correctlve actlon taken-lﬂ 51gn1f1cant V. dlffeﬁent from
corvectﬁve action previously reported 1n aieo rectzve action pTan or: in the
Federdl ‘agency's or pass- through 'ment de015¢ i '“ummaryq
schedule shall provide an explan S

“{4) ' ‘When the audltee.béllehes thE'audlt flnalngs are no lenger
vali d gr do not warrant further actlgn; rea-ons for thig po‘ltlon shall-be
déscribed #n the summary schedule. & valid geasen for considéring an audit
Llndwng a5 not errantwnU furthef actidn:is that all of the following have

nave passed since the audit report in which




whe Tinding ocgurrad was submitied to Tne Faderel clearinghouss

rass-through sntitvy I1s not

tiiy The ¥ e T
: 2 on the audit finding; and

~urrently foijowing up with

{1ii; A management decision was not issued.

lD

ey Jorrective acrion plan. At the completion of the audit, hn
audiree shall prepare a corrective action plan ¢ addresg each audit finding
incloded in the zurrent yszar auditor's reports. The corrsctive action plan
snall provide che namefs} of the contact personis) responsible for corrzctiv

actiosn, the correctd action planned, and the anticipated completion date.
If the auditee dons not agres with the audit findings or believes corrective
action is not regquired, then the sorreciive action plan shall include an

2Xplanation and specifiic reasons.

§ .320 Repart submimsion.
(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 (c} of this section shall be submitted within the
earlier 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 cognizant or oversight agency for audit. {(However, for fiscal
years beginning »n or before June 30, 19398, the audit shall be completed and
the data collection form and reporting package shall be submitted within the
szarlier of 30 days after receipt of the auditor’s report(s), or 13 months
after the end of the audit period.} Unless restricted by law or regulation,
the auditee shall make copies available for public inspection.

{b}) Data Collacticn. (1) The auditee shall submit a data collectisn
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the

=2sults of the audit. The form shall be approved by OMB, available from the
Federal clearinghouse designated by OMB, and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief executive cfficer,
or chief financial officer) shall sign a statement to be included as part of
the form certifying that: the auditee complied with the regquirements of this
part, the form was prepared in accordance with this part {and the instructions
accompanying the form), and the.informatiom 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., unqualified opinion, gualified opinion, advearse
opinion, or disclaimer of opinion).

(ii) Where applicable, a statement that reportable conditione in internal
control were disclos=d by the audit of the financial statements and
whether any such conditions were material weaknesses.

(iii} A statement as Lo whether the audit disclosed any noncompliance which
is material to the financial statements of the auditee.

{iv) Where applicable, a statement that reportable conditions in internal
control ovar major programs were discleosed by the audit and whether
any such conditions were material weaknesses.

() The type of rsport the auditor issued on compliance for major

18
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i 3. iist of the Federal awarding agancies which will receive & copy of
-he reporting package pursuant to § . . 3201(d4){Z) oi OME Circular
L-1Z212

Vil £ yvesg oY N SCatement a2 low-
risk auditee under §

viii) The aciizr th

shold used tc distinguish betwsen Type % and Type E
insd in- § .520{b) of OMB Circular &:12 :

s
-

{33 The Catzloo cf Federal Domestic Zesistance [CFDE) number for sach
Federal program, a5 applicable.
) The name of each Federal program and identification of each major

fi
program. Individual  programs within a cluster of programs should be
listed in the same level-of:.derail as they are listed in the scheduie
of expenditures of Federal awards . ; R

(x2) The amount of eypendltures in the schedule of EYpendn*ures or Federal
awards associated w1th each Federazl program.

(xid) For sach Federal program, a yes or no statement as to whnther there
are audit findings in-each of .the following types of compliance
requirements and the tuotal amount of any guestioned costs:

() hctivities allowed or unallowed.

(B} nllowable costs/cost principles.

{c) Cash miardagement. :

(o) Davis-Bacon &ct.

(E) Eligibility.

(F) ' Eguipment-and Teal property management.

(G) Matching; level of effort, earmarking.

(B period of ‘availability of Federal funds.

(1) ,P?ocurement and suspansﬂon and dabarment

{J} | Program income )
(¥} " Real property acqulsltlon and IElO"athD asslstan"e
(L) Reporting.-

(M) Subrec1p1ent monltorlng,

) Spec1a1 tests and prav151ons

(ziii) huditee Name, EmployEf Identlflcatlon Number(s Ngmn'and TltTejcf
© . certifying 0ff1c1n1 Telephone Numner, Slgnature ang Date.
(xiv} huditor Mame, Name and Title of Contact Person, Audltor Address
duditoer Telephone Number, Slgnature and Date.

(X?)_ Whether thp audltee has e1ther a’ cognlzant oT over

bt agerity. for
audit. CaLy

{xvi) | The name of the . cognlzant or. ove*51ght agency for aud t de;ermlned in
‘ accordance wich S DD{a) and s : ;400(b),. :ely_;u

: oz UEng the nformatﬁon 1ncluded inthi
descrﬂbed in paragraph - (c) Tof Enis section, the- -auditor shak
applicable sections of the form: _The auditor shall slgn a statemnnt to’be
included as part of the data collection form that indicates, ‘at a minimum, the
source of the 1nformatﬁon ;ncTuded in“the form, the auditor’s respons;bﬁllty
for the information, that the form is not a substitute for. the reporting

pa kage dgscribed in parag”qph £} of this section, and that the content.of
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e Iorm o Ls limited to the dats fiemants prescriped Dy O
o Reporting Da&kaae. Ths reporting package shall include the:
(1) Flnancial statements and scheduls of sxpsnditures of
Faderei awards discussed in §_ .320{a) and § __ .310{b), raspectively,
{2 Zummary schedule of pricr audit Iindings discussed in
§__ .315(b); .
129 ruditor s repori’s) discussed in §_ .505; and
f4) Corrective action plan discussed in &,  .315(c}).
(d} Submission to ¢learinghousz. All auditees shall submit to the

Federal clearinghouse designated by OMB the data collection form describad in
paragraph (b) of this section and one copy of the reporting package described
:n paragraph (c) 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 guestioned costs disclosed audit findings relating to Federal awards that
the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Faderal
awards that the Federal awarding agency provided. directly. ;

{e) bdditional submission bv subrecipients. (1) In addition to the
requirements discussed in paragraph (d) of this section, auditees that are
algao subrecipients shall submit to each pass-through entity one copy of the
reporting package described in paragraph (¢} of this section for each pass-
through entity when the schedule of findings and questioned costs disclosead
audit findings relating to Federal awards that the pass~-through entity
provided or the summary 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 subrecipient is not regquired to submit a reporting
package to a pass-through entity pursuant to paragraph (e){l) of this section,
the subrecipient shall provide written notification to the pass-through entity
chat: 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 pass-through entity); the
schedule of findings and gquestioned costs disclosed no audit findings relating
to the Federal award(s) that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
auvdit findings relating to the Federal award(s) that the pass-through entity
provided. A subrecipient may submit a copy of the reporting package described
in paragraph (¢} of this section to a pass-through entity to comply with this
notification reguirament,

{f) Reguests for rezport copieg. In response (o reguests by a Federal
agency oY pass-through entity, auditees ghall submit the appropriate copies of
the reporting package described in paragraph (¢} of this section and, if
requested, a copy of any management letters issued by the auditor.

{q) Repart 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 {c} of this section on
file for three years from the date of submission to the Federal clearinghouse
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Tty Clearinabonsé respongibiiitd
Gesigrated py OWME shill- gistripute

accordance witlh paragraph {4){2) of
apr.icabie Federal awarding agencie
audite, provide appropriatelinforma
with ¥nown auditeeg which hatve not

forme ang reporting packages.’

(i) Clezringhouse addregs. The address of the Federal clearinghouse
currently designated by OME is Federszl Rudit Clearinghduse, Bursau cf che:
Persus, 1201 E. 10th Street, Jefiersonville, IN 471322. o SR L

iji Electronic filifig. Nothing in this part shall preclude electronic

submiceione to tne Federal ciearinghouse in such manner as may be approved by
OME. With OME approval, the Federzl clearinghouse may pilot test methods of
electronic submissions. C '

Subpart D--Federzl Agencies: and Pass-Through Entit165 H
IS -y ] Responsibilities.

la) Cognizant  adency forlaudit responsibilities. Recipients expending
more than S25 million (S50 millicn for fiscal y=ars ending after December 31,
2003) = year in Pederal awards shall heave a cognizant agency for audic. The' -
designated cogmizant agency- for audit shall be the Federal awarding agency
that provides the predominant amount of direct funding to & recipient unless
OME makes a Specific cognizant agency for awdit assignment. e T

Following is effeéctive for' fistal years ending on or before Degember 31, 2003:
To provide for continuity. of cognizance, the determination of the 'predominant
amount of dirget . funding®shall-be- based upon direct - Federal. awaids expended in
the recipient's fistal years ending:in 1895, 2000~ 2005, and every fifch-yéar
thersafter. For exampls, audit cognizance for periods ending, in 13957 through
2000 will be determined based on Federal awards expended in 1995 .. (However,
for States and local governments that expend more than $25 million z yéar -in-
Fed=ral awards and have previously assigned cognizant ~agencies for audit, the

iragraph are not effective until fiscal years beginning

requirements of this pa
after June 30, 2000.) .

Following is effective for fiscal years ending after December. 31, 2003: .
The- determinat ion of: the predominant amount of direct funding shall be based
upon direct Federal awards ‘expended in’the recipient’ s fiscgl years ending in
2004, 2009, 2014, and every fifth year thereafter.  Fox ‘example, audit -, 1.
cognizance for. periods.ending in 2006 through 2010 will: be -determined based on
Federal awards expended in 2004. (However,  for 2001 through 2005,the
cognizant agency for audit is determined based on the predominant amonnt of
direct Federal awards expended in the recipient s fiscal year: ending in.2000) .

Notwithstanding the manner in which audit cognizance is determined;”é.Ffd ral
awarding agency with cognizance: for an auditee may reassign cognizance to '
another Federzl awarding:agency which provides substanmtial direct funding and
agrees to be the cognizant agency for audit.  Withini30. days .afrer.any '
reassignment, both the old and the new cognizant agency for audit’shal ]
the auditze, and;:3f’ known the audiror of the reassignment .- The Cognizant

‘agehcy for audit shall: ~ . O _ PR R TR T

(1) .. Provide technical audit advice and liaison to auditees and

auditors.

(2)3 ol




red by §_ .220({a}. The codgnizant agendy o aulit
gaou cause .

Sunm,
mas e

(5 Obtain or sonduct guality zontrsl reviews of selected
aud_ts made by non-Federsl auditors, and provide the resulis, when
appropriate, to sther inter -sted organizations.

(4) Promptly iniorm other affected Federal agencies and
appropriates Federal law enforcement officials of any diresct reporting by the
audize= or iLts auditor of irragularities or illegal acts, as required by GAGAS
or laws and regulacions.

(5} Advise the auditor and, where appropriate, the auditze of
any deficiencies found in the audits when the deficiencies require corrsciive
action by the audicor. When adviszd 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 audites,
and applicable Federal awarding agencies and pass-through entities of the
facts and make recommendations for follow-up action. Major inadequacies or
repacitive substandard performance by auditors shall be referred to
appropriate State licensing agencies and professional bodies for disciplinary
action.

(&} Coordinate, to the extent practical, audits or revioews
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audite or reviews build upon
audits performed in accordance with this part.

() Coordinate a management decision for audit findings that
affect the Faderal programs of more than one agency.

{8) Coordinate the audit work and reporting regponsibilities
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) .

(b) Oversight agericy for audit responsibilities. An auditee which

does not have a designated cognizant agency for audit will be under the
general oversight of the Federal agency determined in accordance with
5§ .105. The oversight agency for audit:

(1) Shall provide technical advice to auditees and auditors as
reguested,

(2) May assume all or some of the responeibilities normally
performed by a cognizant agency for audit, :

{c) . Pederal awarding agency resoonsibilitigg. The Federal awarding
agency shall perform the following for the Federal awards it makes:

(1) Identify Federal awarde 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 informationm i8 not available, the Federal
agency shall provide information mecessary to clearly describe the Fzderal
award.

(2} Advise recipients of regquirements 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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1Tz Limslyv manner and in

S) Issue = management decision or aU4iT findingk witnin six
montrne efter veceipt of the audit report and ensure that ihe recipient Takes
sppropriste znd Timely COrrective actiicn

ey "}.Ssign a person responsiple for provid-ong annusl updates
of the compllance supplement Lo OME. R o

(di Pase-through entitv responeibilities. A pass-through entity shall
pericrm the following for the Federal awards it makes:

{1)  Ident:fy Federazl awards made by informing each
subrecipient of CFDR title and number, award name and number, award year, if
the award is R&D, and name of Federal agency. When-some of this information
is Lot availaple, the pass-through entity snall prov1ae the best. lnformat lon
available te. uescrlbe Eh& Federzl award.

(¥) " "mdvise subrecipients. of requﬁrements 1mposed on chem by

Federal laws, regulatlons ‘and the provisioms.,of contracts or .grant ‘agreements
as well as any suppTEmental reguiremsnts lmposed by the pass- through entity:

(3) Moniter the activities of subr ec1plenTs as necessary to
ensure that Federal awards are used for authorized purposess in compliamce with
laws, regu‘atlons, and the provisions of contracts or, grant agrecmbnts and
chat per ormance goals are achieved. :

C 14} Ensure that subrecipients: eypendlng $300 000 ($500, 000 for
fiscal years endlng after December 31, 2003} ofrmorss;in: Federal awards durﬂng
the subrecipient's flS“al year have met the aud1t ‘e 1rements,of thﬂs part
for that fiscal. year e :

(5) ' Tssue a management d=c1s*on on: audl 1nd1ngs within six
months after recelpt of the subrecipient‘s audit report and ensure that thn
subrecipient, takes approprlate and timely ccrrestﬂye actlon

{8} Conslder whether subrecipient awndits rnecessitate
adjustment of ‘the pass-through entity’s own records

: s '\Quire.each subrecipient” topErmit the pass-through
entity and audators o Have access to the recbrde and-financial statements zs
neCPSSary for the pass through entity to comply ‘with thls part.

§ .405 ‘ Management decision.

(=) General. Tne management decision shall clearly scate whether or’
the audlt flndlng lS sustalned the reason “fprfthe ducr51on and the
: o madk nanc1a1 adgustments,

Tf the auditee has no'
up should be g*ven Pr1

tlmetable For
d=clslon‘.

for auditor+&s:
disallowed costs
ava11ab?e +'c: “tHe

As:provﬁdsd in 8 ° dDG('}(7), the cognizant
3 esponsible for Foordlnatlng a. management decision
: affeﬂt the prog*ams of mere. than;one Federzl EQEBC}




wrovided in

ey Pass-zhrough envicy. Ls provided in §_ .400(d) {5), the pass-
“hrough 2ntity shall be responsible Zgr making the mansgemant decision for
aud findings that resiatsz to Faderal awards it makes o subrecipisnis,

‘d} Time yeguirements. The sntity responsible {or making the
mariagement decigion shall do so within six months of receipt of the audit
report. {orrective action shoulid bhe initiated within six monchs after receipt
of the audit report and proceed as rapidly as possible.

le) Reference pumbers. Management decisions shall include the
refarence numbers the auditor assigned to sach audit finding in accordance
with § L5100 () .

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 opticn
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other organizational units which expended or
otherwise administersd Federazl awards during such fiscal year, provided that
each such audit shall esncompass 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 gsame fiscal year.

(b) 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 presented fairly in all material respects in relation to the
auditee's financial statements taken as a whole.

{c) Internal control. {1} In addition Lo the reguirements of GAGRS,
the auditor shall perform procedures to obtain an understanding of internal
control over Pederal programs sufficient to plan the audit to support a iow
asgeased level of control risk foxr major programs.

{(2) Except as provided in paragraph {c}) (3) of this section,
the auditor shall:

(1) Plan the testing of intermal control over major
programs to support a low assessed level of control rigk for the assertions
relevant to the compliance requirsments for each major program; and

{11) Perform testing of internal control as planned in
paragraph (c) {2} (i) of this sectiom.

(3} When internal control over some or all of the compliance
requirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the plamning and performing of testing described in
paragraph (e} (2) of thie 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 considex
whether additional compliance tests are required because of ineffective
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{2 - Comiiignce. {1} T -Lhe quiremence, of GLBRE, the
auftiter shell determine wret:&: e hae complied with laws,
eguial £ i : TS or T agreemerits That ey have
1 - o T =3 =

licabie to most
e85t Feae"'

5o
™ g
{
D.
5
n
fu-
P
DJ
o
=g
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"' 1+
nrn

Ln:l ded in the COmH__a

. =(3’)- ‘For -the compliance ‘reguirgments related Lo Federzl
proo*amc Conca_ned in the compliance supplement,  an .audit of these compliance
reguirements will meet the reguirements. of this part.. Where there have been
changes to the compliance reguiremsnts and the changﬁs are mot refliected in
the ﬂompllance supplemént, the auditvor. shall, determine the current compliance
reguirementes ‘and modlfy the audit procedures; accordlngly For rthose Federal
programs not covered in the compliance suoplement the auditor should use the
types of compllunce Tequirements contained:in the compliance supplement as
guidance for identifying the tyDes of* compliance regulrements To test, and
determine the reguiremernts governing.ithe Federal: program by rev1=w1ng the’
provisions of contracts and grant agreéments and the laws. and regulations
referred to _nrspch contracts and grant agreements.

(ay The cempliance testing shallinclude tests of transacticns
and_such cther auditing procmdurns necessary to provids the auditor sufficisnt
ev1dence o support an opinion on compl“ance—

(e} nudit follow-up. The auditor shall follow-up on prior audit
findings, perform procedures to assess: the’ reasonableness of the summary
schedule of prior audit findings prepared by the auditee in accordanze with
§ .215(b), and report a5 ‘a turrent. year audit -finding; when the auditor
concludes that the summary -schedule-of-prior-audit findings materially-.
mlsrep*esents the status of any priorx audlt Flnaﬂng The auditdr shall
perform audit follow- up procedur=s Iegardless of- whnther a p?lor audﬂt finding
relates to a major program in the current yeard. : : :

{fy ' Data Collection Form “As requ' 320(b) (3}, the auditor
shall complete and sign specified sect*on5~o;fthe data CDlleCtLOD form.

§ _ .sos Aﬁéit'feﬁoitihg.

.-The auditor's report(s} may be in the_form of 81ther combined or
separate Yeports and may “be organizedidifferentiy: from the manner presented in
this section.. .THE auditor's report (5) “shs 1'state that the audlt was .-
conducted in acccrnance wﬂth thls part :

f oplnlon} as to wnetner the IlﬁaDClal
1Bl r’spects in conformlty with

Ja) En oplnlon (or disclaimer
statements are, presented fa;rly in a1
generally accepte acceounting prlnClP
opinion) .ag. to.w her the schedule‘
presented falr b o} all materﬂal *esp
sfatempnte taken as 2 whols : i

{b)
and major p?ogrnms This report shall dnsc
1nternql control and the results of the te

t om. comollance with, Aaws 'regulat-ons and ths provisions
;agrpements, noncomplﬂa'ce Lth wthh couWG have =z




=X
an 2pinisn jor disclaimer of oninior  as Lo wneLner tnhe 14
laws, regulations, and the provisicns of Zontracis Sr drant agreements whi
~ouid havs a dirsct and material =Zf=ct on sach majior program, and, whers
appliicable, refer to the separate scheduls 5f findings and guestioned cos:te
degcribed in paragraph (d) of this section.

s B achedule of findings and gusstioned costs whnich shall inglude
the ZIollowing three components:

113 2 gummary of the auditor's results whizh shall inciude:

(i) The typz of report the auditor issued on. the
financial statements of the audites {i.e., ungualified opinion, gqualiiied
opinicon, adverse opinion, or disclaimer of copinionl;

(ii) Where applicable, a statement that repcrtable
conditions in internal control wers disclosed by the audit of the financial
statements and whether any such conditlons were material weaknesses;

(1ii} 2 statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auditee;

{iv) Where applicable, a gtatement that reportable
conditionsg in internal control over major programs were disclos=d by the audit
and whether any such conditisns were material weaknesses;

{v} The type of report the auditor issued on compliance
for major programs {(i.e.,, ungualified cpinion, qualified opinicn, adverss
opinion, or disclaimer of opinion);

(vi) L statement as to whether the audit disclosed any
audit findings which the auditor iis required to report under § .510 (a);

(vii) An identification of mejor programs; -

(viii}The dollar. threshold used to distinguish between

Type A and Type B programs, as described in § .520(b}; and
(ix) A statement as to whether the audites qualifisd as
a low-risk auditee under § .530. .
(2} Findings relaripg to the financial statements which are

regquired to be reported in accordance with GAGAS.

(3} Findings andiquestioned costs for Federal awards which
shall include audit findings as defined in § .510¢{a}.
(i)} Auditffindings (e.g., internal control findings,

compliance findings, guestioned costs, or fraud) which relate to the same
issue should be presented as a single audit finding. Where practical, audit
findings should be organized by Federal agency or pass-through entity.

{ii) Budit findings which relate to both the financial
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 section of
the ‘schedule.

§ 510  Audit findings.
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. Tne guditor shall. . thz following
fxndings and guaesTi :

ey Eeporteable conditions in “n?e*rai ;
programe . The suditcor's detsrmination of wnether- ¥
concro. is @ *vafLab condition for. the purpose. of re ing amn
finding is in relation 1o & TYpE of compliance reguirement for z mazjor program
or ah audit’ oLJehL ve identiiied din gnﬁEVSJDTLQLEnt The auditoy
shalli identify reportable conditione *nu¢v;aua1 ¥y, or cumulatively
materizl weaknesses. ’

(2} Material noncompliance with the provisicns of lawe,
regulztions, contracts, or grant agreements related to & Mejor program, The

auditor' s determination of whether & nancompliance with the provisions of
laws, 7'egp.ﬂatw:ms contr"cts, or grant Egreements - 1s:maferlal for the purpcse
cf reporting an audlt inding is-in relarion: Lo, & type:of Lcompliance. -
regquirement for a major program or an audlI?ObjECt1VE ldentlIAQd lﬁ the-f;ﬂ
compliance supplement. i - Thnivic . ST

(3) “Fnown queszloned ‘costs: which. are.greater thap 510,000 for
a type of compllanﬁe requlrement for amajoriprogram. . Known questloned costs
are those ‘specifically identified” by the auditor:s. In evalua' ng the effect of
gu=stioned costs on the opinion on compliance; <the -auditor fonsiders. the bﬂst
estimace of total costs guesticned (llkely questloned costs), dot just the
guestionad costs ‘specifically identified (knowd.guestianed costs). The
auditor shall also report known questloned ‘costs when llkely questloned COSLS
are greater than $10,000 for a type of compl¢ance requirement for a major -
program. In Yeportlng guestioned costs, the auditor shall include information
to provide proper perspective for judglng ‘Lhe. pIEVnWence and consequences of
the guestioned costs. ’ R e T e ;

ey

follow-up, the aud1tor is not -reguiredsint dogt Dart=to perfDTmAaud;n
procedures for such a Federal program; there*ore, the zuditor will normal‘y
not find wuestioned costs for a program which:4s:not audited as- a major..
progzam.. However, if the auditor dees become aware of quﬂstloned COSLE. for a
Federal L i which is - i1 3 gro p¥ogram -

audltffollow up or’ othpr audit procEdired] “ndithe ko

g _ﬁaudlt flndlngs p*epared.by'
audltoe in accordance w1th 5 ,'.315(b},ma rial ‘mislepresents The s*atus of
any prlo* audlt flndlng ' e : :

Ldlnc'ﬁgfé{f} Audlt f lngs shall be p*esented in’
'-ﬁe-aﬁditee e prep e a correct' : actlor plan and Lake




snmieded, as applicanis, in avd.: findings:
(%) Fzderal program and specifiic Faderal award identification
wpoiuding the CrFDbk title and numbzr, Federal awerd number and vy , z
ral agency, and name of tne applicable pass-through enticy. Whe
iniormation, such as the CFDA title and number or Federzl award numb
zval.able, the audiror shall provide the best information available
describe the Federal award.

o

(2) The criteria or specifis reguirement upon whizh the audit
finding 1ls based, including statuatory, regulatory, or other citation,

(3} The zondition found, including facts that support the
deficizncy identified in the audit finding. ’

(4} " Identification of guestioned costs and how they were
computed,

{S) Information to provide proper perspective for judging the
prevalence and consSequences of the audit findings, such as whether the audit
findings represent an isolated instance or a systemic problem., Where
appropriate, instances identified shall b2 related to the universe and the
number of caseg examined and be guantified in terms of dollar value.

(6} The possible asserted effect to provide sufficient
information to the auditee and Federal agency, or pass-through entity in the
case of a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper corrective action.

{7} Recommendationeg to prevent future occurrences of the
deficizncy identified in the audit finding. '

{8) Views of responsgible officials of the auditee when there
is disagreement with the audit findings, to the extent practical.

(c) Reference numbeyrs. BEach audit finding in the schedule of findings
and gquestioned costs shall include a reference number to allow for easy

referencing of the audit findings during follow-up.

5 . 515 Audit 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 issuance of
the auditor's report({s) to the auditée, unless the auditor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention period. When the auditor is aware
that the Federal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the parties contesting
the audit finding for guidance prior to destruction of the working papers and
reports. :

(b} Access to working papers. BAudit working papers shall be made
available upon request to the cognizant or oversight agency for audit or its
designes, a Federal 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 consistent 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 necessary.
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Sl'DaSEQ anpvca_"';o da= ermitie
risk-pased Bpproach: Ehall
pl’lCT audi; ED_pEI‘E:I]'_"'E JYE‘-‘Elgl_l_L.D;
ities, ang tne inherent risk .of che

() througn (i) of this secriom
‘) Srer 1 (1) The zuditor shall ddentify the larger Federszl
programs, which shall be labeled Type & programs. Type A programs are defined

as Federgl programe with Federal’ av.vurd,_ expended during the audit period
exceeding the larger of: .

(i) L“300 000 br three percent {.0%) of total Federal
awardes sxpended in the case of an aliditee for which toral Federal awards.
expended egqual or exceed $300,000 but are less than or equal to, $100 million.

{11} 2 million or three-tenths of one percent (.003) of
rotal Federal awards ewpended in the case of an auditee for which rotal _
Federal awards expended exceed 5100 m:ﬂl:.on but are less than or equ.a" to $i0
billiom. .

. {iii) $30 million or 15 hundredths of one ﬁ'ér'c';ht' (0015)
of total Pederal awards expénded in the case of an auditee for whlch total
Federal awards expznded exceéd £10 billion:

(.4) Federal programs not labeled Type A under T::aragraph (bf):(l)
of Lnls section shall be 'iabeled Type B programs

(2 The 1nc1u= of "a'rge loan and loan guarantees (loans
should not result in the exclusiond of . other "programs as Type Z programs.
& Federal program providing loans significantly affects the mumber or; snz
Tvpe A programs, Lhe -anditor shall. consider this Federal program. as a. Type F:%
program and exclude its values in der erm:l_nlng cther Type A p"’og"’ams

{43 For biennial aud__ts pemlt*ed und=r § 220 t.he
c:eterm:.nat;.on of Type A .and TYoe B programs shall be basj upon the Federal
awards expended during the t

(c) Step 2. {1} The audltor shal'l 1:1ent1fy Type 2 programs wh'
low-risk. For a Type 2 prog*am to be’ con51dered low-rTisk, it shall have besn
zudited as a mgjor program im. at! ne of the two most rece_nf audﬂt
perlods tin the: most recenx aud;a.t,
candyin the most recent- andit: per

under §-  .510{a). However, B the aidi c £
audit findings frow questicnsd costs indsr 5 © 510(a)y (3) and ; --Sla(a) (4} .
fraud -undexr §.- .510(a) {6), aZnd, audlt‘-f_ollcw up for the summary schedule of .

prior audit findings. under . § .-
from be*ng low-risk: :"The audlt
§_ - 52E{d1), & _.525(d)(2<
follow-up; whe'ther any.. changes-
. program-have sigrificantly..i g and apply pro‘FE:'_
" determining whether & Type & p ogram 1s.low~ns]r

{2) " Notw1thstandln Ee aph (e) (1) of.nh;
app*'ove a. Federal awarding agency’ i
‘recipients way not be considered” "ow- | AP For eyample, y‘.be ’necessary
for a large Type A program tg. pe audlted as major. each ye:;r at partlcular
rec‘lplents to dllow the Feder: agency ‘to.comply with the Goverpment.
Mamimgement: Reform ket of 1354 B3l uU.s.C. 351:). The Federal agency shall
IlGJt:Lf‘y the recipi em: and if eKpown, !
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izzal wear T 02 audlized o7 DMBTa approval.
'd; Scep 5. ‘i;  The auditor shall
high-risk using professionazl judgment and - i .
snouid the auditor lect Option 2 under St agraph (e) (2) (i) (B) oI
this section), the audizor is not reguired 1fy more high-risk Type 2
programs chan thz numbar of low-risk Typs B programs. Except oY ¥nown
reporzable conditions In internal control or compliance problems as discussed
in §__ .525(b)(2), B___.525(b}(2), and § .325(e) (1), & single criteria in
5___.525 would seldom cause a Type B program to be considered high-risk.

Type B programs which are
5 .5253. However,

te
el

‘(DU))

'(1!—'-

(2} The auditor is not expected to perform risk assasgments on
relatively small Federal programs. Therefore, the auditor is only reguired to
perinrm risk asssssmenis on Type B programs that exceed the larger of:

(1) $100,000 or three-tenths of one percent (.003) of
toctal Pederal awards =zxpended when the auditee has lesg than or sgual to 5100
million in total Federal awards expended.

) (11} 5300, 000 or three-hundredths of one perzent [.0003)
of total Federal awards expended when the auditee has more than $100 million
10 total Federal awards expended.

(e) Step 4. At a minimum, the auditor shall audit all of the
following as major programs: :

(1) Bll Type A programs, except the auditor may exclude any
Type A programs identified azs low-risk under Step 2 (paragraph (e){l) of this
section} .

{2) (i} Bigh-risk Type 3 programs as identifizd under
either of the following two cptions:

(A) Option 1. At least one half of the Type B
programs 1d=nt1fled as high-risk under Step 3 (paragraph (d} of this section),
except this paragraph {e) (2) (i) (A) does not reguire the aunditor to audit more
high-risk Type B programs than the number of low-risk Type A programs
identified as low-risk under Step 2.

(B) Option 2. One high-risk Type B program for
sach Type P program identified as low-risk under Step 2.

(ii) When identifying which high-risk Type B programs to
audit az major under either Option 1 or 2 in paragraph {e}(2) (1) {x) or (B),
the auditor is encouraged to use an approach which provides an opportunity for
different high-risk Type B programs to be audited as major over a period of
time.

(3) Such additional programg as may be necessary to comply
with the percentage of coverage rule discussed in paragraph (£) of this
gection. This paragraph (e) (3) may require the auditor to audit more programs
as major than the number of Typs A programs.

(f) Percentage of coverage rule. The auditor shall audit as major
programs Federal programs with Federal awards expended that, in the aggregate,
encompass at least 50 percent of total Federal awards expended.. If the
auditee meets the criteria in §_ .530 for a low-risk awditee, 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 auditor shall document in the working

a0 . '
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tudizsrs Judament . Wnsn the ME3oIs ﬁ:og“aw meterm nat‘QT WES .

LI
performed znd documented in accordance With this part, the ;auditor's Judgmenu
ir. applying the risk-Lased approach Lo de151mﬂre méjor programs snall be
prasumsd Cory ] nge= by Federazl agencies and pass- *nfougn encities
shall only y improper use of the gul danﬁe in this part. However,
Fegexa: agencies and pass-through entities may provide: aualfors guidan:e amou'
the -isk of & particular Federal program and: the auditer shelil consider this
guidance iL dP:ermlnlno msJDY pngvams :m audite not veL ted.

= Devlatidn from use of risk criteria. For- fﬂ*st yeaf andits,  the
auditnr may =lect to’ determine major programs as- all Type E.programs plus. &ny.
Type B programs as necessarvuto meet the percentage of coverage rule discussed
in parag*anh {£) of this sectiocn. TUnder this option,~the auditor would not be
required to perform the procedures Qiscussed in Daragraphu (g) .~ 4y, and (e)
of this sectiomn. .

(1) - A flrst year andit is the first year Gne entlty is audited
under this part or. the first’ year of 'z change of- audltorc . S

(2) To ensure that a frequent change of audltors would not
preclude audit «f high-risk ‘Type B programs, this election for First- YVear
audits may not.be, used by an audltee more than once in every three YEATS.

§_ .525 Criteria for Federal program risk.
(a) Genersl. The auditor's determination should be based on. an.
overall evaluation, of the..risk of nencompliance occurring which could be ]
material to the,Federal program. . Thé aunditor shall uge-auditor ;judgment and
consider criteria, such as described in paragraphs (b), {¢), ;and {d).cof this-
secticn, to identify risk in Pederal programs. 2Alsc, as part of the rLS :
anaTys;s the auditor may wish to discuss.a partlcular Federal progvam w1th
au_u:'ute'= management and the Federal “agency or “pasy-throffgh ettty v -

(b} Current and. Drlor audﬂt eyperience-. '(1)'“Weakﬁé5$é5‘in internal
~control over Federal-programs would indicate higher risk.. Conslderatlon
shouwld be given to the control env1ronm°nt over’ Federal pﬁ Sgrams, and such
factors as the expectatlon of management's adherence to ‘appi cablelaws. and
Tégulations and the: prov1510ns of contracte and grant agreements and the
competence and’ exper;ence of pe*sonnel who admlnlste he Federal programs

(1) ' A Federal program admlnlstEred under multlpl
im: ernal control sLructures may have hlgher Tisk. Whin Asséssi ng riskiinsa
large single .auditi=sthe; auditor 5ha11 ﬂonszder whether weaknesses are isclated
in & :single’ operat ng unlt (e g one college campus) or perva51re thIDughout
the entlfy s . :

. {11) When 519n1f1cant parts of &7 Federal program areaf
passed through to subre01p1ents, a WEak system for monltorlng subrec1p1enta
woqu indicate hlgh"' i : .

The'extent to wblch,comp':f
as well Y Lhe compley1,

: (2)' -_Prwor audlt flndIDQS would lndlcate hlgber rlsk . _
part cuqaer when,the cltuatwons 1den11f ed in 1'ne audlt ;lndﬂngs coqu have a
Elgl’llT a_n.t 'lmpac .
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may ne of higher risi than Federal programs retently audiisd a8 metioy programs
Ii

w.chour suglo

‘) Oversighg exercised pv Federal aoencies and pass-throvgh entitiss .
it Owersight exercised py Federal agencies or pass-through epticiss ocould
indicate risk. For sxample, recent wonitoring or other reviews performed by
an oversignt entity which disclos=sd no significant problems wouid indiczate
iowzy risk., However, monitoring which disclosed significant probiems would
indicate higher risk
125 Federal agencies, with :he concurrence o:i OM3, may

itdentily Federal programs whizh are nigher risk. OMB plans co provide this
identification in the compliance supplement.

(d} Inherent rigk of the Federal program. (1) The nature of a

Federal program may indicate risk, Consideration should be givan to the
complexity of the program and the extent to which the Federal program
contracts for goods and services. For example, Federal programs that disburses
funds through third party contractg or have eligibility criteria may be of
higher risk. Federal programs primarily involving staff payroll costs mav
have a high-risk for time and effort reporting, but otherwise be at low-risk.

(2) The phazse of a Pederal program in its life cycle at. the
Federal agency may indicate risk. For example, a new Fsderal program with new
or interim regulations may have higher risk than an established program with
time-tested regulations, Also, significant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agresments way incrzase
risk.

(3) The phase of a Federal program in its life cycle at the
auditee may indicate risk. For example, during the first and last y=ars that
an audilbee 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 suDsbantlally smaller Federal awards
expended .

§ .530 Criteria for a low-risk auditee.

An auditee which meets all of the following conditions for each of the
preceding two years (or, in the case of biennial audits, precsding two audit
periods) shall ‘gqualify as a low-risk audites and be eligible for reduced audit
Coverage in accordance with §__ .520:

{a) Single audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not gqualify as a low-risk auditee, unless agresd to in advance by the
cognizant or oversight agency for audit.

(b} The auditor's opinicns on the financial statements and the
schedule of expenditures of Federal awards were ungualified. However, ths
cognizant or oversight agency for audit may judge that an opinion
qualification does not affect the management of Federal awards and provide a
walver.

{c} There were no deficiencies-in internal control which were
identified as material weaknesses under the requirezments of GAGAS. However,
the cognizant or oversight agency for audit may judge that any identified
material wesaknesses do not affect the management of Federal awards and provide
a waiver.
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. . ity
tion In Compliance With The Health Insurance Portabi
Featih Informa g\nd Accou?'\tability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT 2 of October 1
THIS BUSINESS ASSOCIATE AGREEMENT (;ﬁgreenlir;tt’l') is made and er;t%Lerpgfation ,
tween Serra Ancillary Care Corpora :
209—9;5;’[?;: t;?)(ertner:e.hip, dbal, whose business address is: 1245 E. Walout St:_‘reet:, Suite 106- &
o dena, CA 91106 (hereinafter referred to as "Business Ass:‘oqa" ,
a::satlh;nC,ITY OF LONG BEACH, a municipal corporation (hereinafter referred to as City" or

[COVGFGSHEEIE{%&S the City has a Department of Health that provides a multitude of heaith care and

relatedvzzr\g;?cig? cijn the course of providing health care and related services the City obtains
' tion; and ) . ,
prOteCt\?\?Hh:sglgcgE?nless Associate performs particular duties and/or provides particular services
tone (\333—(%';122/\8, the City wishes to disclose some information to Business Associate, some of
i in protected health information; and )

wmien n\;vaguzcggt:& Ft)he City and Business Associate intend to protect the p.rivacy and prowdc_a_for the

security of protected health information incompliance with the Health insurance Portability anc{

Accountability Act of 1996 (“HIPAA”) and regulations promulgated thereunde_r py the U._S. Departmfan

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 foilows:

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

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees {0 report to Covered Entity any use or
disclosure of the protected heaith 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 proiected 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.

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.
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g. Amendment of Protected Heaith Information Business

. hY
2 ¥
Associate agrees to promptly make

any amendment(s) to protected health information in a designated record set that the

Covered Enﬁty 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 promptiy
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for

an accounting of disclosures of protected heaith information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSQCIATE.

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 protgcted
health information for the proper management and administration of the business
Associate. _

Except as otherwise limited in this Agreement, Business Associate may disclose protgcted
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate ob_tatqs
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed {o the person, and the person notifies the businesg 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). _ o

Business Associate may use protected health information to rep‘ort violations of law to
appropriate federal and state authorities, consistent with § 164.502()(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 entilty in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate's use or disclosure of protected heaith information. . .
Notification of Change or Revocation of Permission. Covered ept?ty shall notify bL{S!I‘IeSS
Associate of Any changes in, or revocation of permission by individuai to use or displose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.
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¢. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate's capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services 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
heaith 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 limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasible, for so long as business Associate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.

ATTACHMENT £
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10.

11.

12.

13.

14.

MISCELLANEOUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to confiicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regutations 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, inciuding 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 entitied to its costs and expenses, including reasonable attorney’s fees and court

costs, including appeals.

NOTICES. Any notice or approval required hereunder by either party shall be in writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.

Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Depariment. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first
occurs.
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15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.
ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement,

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

(Name of Business Associate)

a Serra Ancillary Care Corporation
(corporation, partnership, individual}

_ January, 1420 10 By: n‘\m‘ AN

(person !egali& allowed to bind organization)

Title: President of the Board of Directors

January, 1420 10 By: M /W///’?ﬂ (/44_%,2,\___

” (person legally allowed to bind organization)

Title: Secretary of the Board of Directors

CITY OF LONG BEACH, a municipal corporation

’ Assistant City Manager
Son 28 20/0 S EHEOUTED PURSUNT
City Qnager or designee  mig GifY GHARTER.
“City’
4
The foregoing Agreement is hereby approved as to form this [ Cf day of

< Mw,hu ,20_/D.

ROBERT E. SHANNON,

City Attorney oW
By: % 4

Deputy N
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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.

" 113

. The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered

L2 1Y n o

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, unless authorized by the departmental or agency with which this transaction
originated.

The recipient of Federal assistance funds further agrees by submitting this document that it
will inciude the clause titied “Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, uniess 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 shall be constructed to require establishment of a
system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered transaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voiuntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from participation in this transaction by any Federal department or

agency.
2. Where the recipient of Federal assistance funds is unable to certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.
Agreement Number: Contract Agency; Serra Ancillary Care Corporation

Name and Title of Authorized Representative: _Brenda Goodman, President of the Board of Directors

Mwl v January, 14, 2010
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm({s), as defined in the Los Angeles County code Chapter 2.160 {ordinance 93-0031),
retained by the Contractior, 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 liabie 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, ioan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must ceriify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor wilt 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 Reguirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or medification 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 reguire that the language of this certification be included in the award documents
for all sub-awards at all tiers {including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each
such failure.

Agreement Number: Contract Agency: _Serra Ancillary Care Corporation

Name and Title of Authorized Representative: Brenda Goodman, President of the Board of Directors

/%(MYY\ON January, 14, 2010
U

Signature Date
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