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CONTRACT FOR SOCIAL SERVICES

31020

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

entered, in duplicate, as of November 24, 2008 for reference purposes only, pursuant to
a minute order adopted by the City Council of the City of Long Beach at its meeting on
September 18, 2007, by and between THE CHILDRENS CLINIC, a California nonprofit
corporation (“Organization”), with offices located at 2801 Atlantic Avenue, Long Beach,
California 90806, and the CITY OF LONG BEACH, a municipal corporation (the “City”).

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

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

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

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

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

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

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

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

in the Contract.
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Section 2.

A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
entitled “Office of Management Budget (OMB) Circular A-110", Attachment “D”
entitted OMB Circular A-122", Attachment “E” entitled “OMB Circular A-133",
Attachment “F” entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement’, Attachment “G”
entitled “Certification of Debarment”, and Attachment “H” entitled “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.

B. Organization shall adhere to all policies, procedures, rules
and regulations established by HUD and sources including but not limited to the
OMB Circulars, Code of Federal Regulations, United States Codes, City of Long
Beach Grants Monitoring Guidelines, this Contract, the City’s contract with HUD
for the funds dispersed under this Contract, the Request for Proposal (“RFP”),
Organization’s proposal in response to the RFP, and all Information Bulletins
issued by the City’s Department of Community Development, Neighborhood
Services Bureau. In addition to and without in any way limiting the foregoing,
Organization shall comply with all laws and regulations set forth in 24 CFR Part
570.

Section 3. The terms of this Contract shall commence at midnight on
October 1, 2008, and, unless sooner terminated as provided herein, shall terminate at
11:59 p.m. August 31, 2009.

Section 4.

A Organization shall affirmatively and aggressively use its best

efforts to seek and obtain all possible outside funding and in-kind cash match at a
2
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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 Twenty Thousand Dollars ($20,000.00) 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

Disallowed Cost Report is intended to provide detail to Organization for the
3
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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

and reports within fifteen (15) days after the end of the Operational Year may
4
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result in loss of reimbursement of funds.

H. The City reserves the right to withhold payment of an invoice
pending satisfactory completion of an audit, as determined by the City in its sole
discretion, or Organization’s cure of a breach of or noncompliance with this
Contract, as determined by the City in its sole discretion, after being notified of
such breach by the City.

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

Section 5.

A. Organization’s records relating to the performance of this
Contract shall be kept in accordance with generally accepted accounting principles
and in the manner prescribed by the City. Organization’s records shall be current
and complete. The City and HUD, and their respective representatives, shall have
the right to examine, copy, inspect, extract from, and audit financial and other
records related, directly or indirectly, to this Contract during Organization’s normal
business hours to include announced and unannounced site visits during the term
of the Contract and thereafter. If examination of these financial and other records
by the City and/or HUD reveals that Organization has not used these grant funds
for the purposes and on the conditions stated in this Contract, then Organization
covenants, agrees to and shall immediately repay all or that portion of the grant
funds which were improperly used. If Organization is unable to repay all or that
portion of the grant funds, then City will terminate all activities of Organization
under this Contract and pursue appropriate legal action to collect the funds.
Alternatively, to the extent the City has been refusing payment of any invoices, the
City may continue to withhold such funds equal to the amount of improperly used

grant funds, regardless of whether the funds being withheld by the City were
5
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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

or other forms of compensation; and selection for training, including
6
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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.

Section 9.  Organization shall indemnify and hold harmless the City, its

7
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Boards, Commissions, and their officials, employees and agents (collectively in this
Section “City”) against any and all liability, claims, demands, damage, causes of action,
proceedings, penalties, loss, costs and expenses (including attorney’s fees, court costs,
and expert and witness fees) (collectively “Claims” or Individually “Claim”) arising, directly
or indirectly, out of any negligent act or omission of Organization, its officers, employees,
agents, subcontractors or anyone under Organization’s control (collectively “Indemnitor”),
breach of this Contract by Organization, misrepresentation or willful misconduct by
Indemnitor, and Claims by any employee of Indemnitor relating in any way to workers’
compensation. Independent of the duty to indemnify and as a free-standing duty on the
part of Organization, Organization shall defend the City and shall continue such defense
until the Claim is resolved, whether by settlement, judgment or otherwise. Organization
shall notify the City of any Claim within ten (10) days. Likewise, the City shall notify
Organization of any Claim, shall tender the defense of such Claim to Organization, and
shall assist Organization, as may be reasonably requested, in such defense.
Section 10.

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

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

contractors liability, and products and completed operations liability. The

8
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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.

(65) Commercial automobile liability insurance (equivalent
in scope to ISO form CA 00 01 06 92), covering Auto Symbol 1 (Any Auto)
in an amount not less than Five Hundred Thousand Dollars ($500,000)
combined single limit per accident.

(6) Blanket Honesty Bond in an amount equal to at least
fifty percent (50%) of the total amount to be disbursed to Organization
hereunder or Twenty-five Thousand Dollars ($25,000), whichever is less, to
safeguard the proper handling of funds by employees, agents or
representatives of Organization who sign as the maker of checks or drafts
or in any manner authorize the disbursement or expenditure of said funds.

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

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

satisfaction of the City’'s Risk Manager that Organization has no exposure, that the

9
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coverage is unavailable or that the coverage is unaffordable. [f 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 cerificate and
endorsements for each insurance policy shall contain the original signature of a
person authorized by that insurer to bind coverage on its behalf. In addition,
Organization shall, within thirty (30) days prior to expiration of the insurance

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

10
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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

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

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

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

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

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

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

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

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

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

(2) Other federal, state and local private assistance

12
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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

Attn: Manager, Department of Community Development, Neighborhood Services Bureau,

13
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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 156. 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. I[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.

"

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

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

. @ 2009

, 20

2 ,2009
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THE CHILDREN'S CLINIC, a California
nonprofit corporation

B

E\ea QX icm

Type or Print Name

By

Type or Print Name
“Organization”

CITY OF LONG BEACH, a municipal
corporation

@ - Assistant City Manager
By

U City Manager 2

ROBERT E. SHANNON/City AitGrn
By

CTION 3{:

“City” H*g CITY o
This Contract is approved as to form on M Zf , 207?m

\—Peputy
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City of Long Beach
Social Service Grant (SSG) Program 2008-2009
Scope of Work

AGENCY NAME: The Children's Clinic CONTRACT NUMBER:
PROGRAM OBJECTIVE: To provide medical care and pharmaceuticals for underserved children and their families to assure proper treatment of acute illness and
chronic disease, thereby, preventing unnecessary hospitalizations, emergency visits, disablement or even death. To overcome heaith barriers and provide

preventative treatment.

Cumulative Cumulative

Cumulative

Cumulative

Actual

1 Dlspensé‘m\edlcatlohs vié ﬁhysmiéﬁ prescriptldns to 800 unduplicéted
patients during the contract term.

2 Distribute health education material and pamphlets for prescribed 800

medications to 800 unduplicated during the contract term.

Total Unduplicated Clients Served: 800

% Attachment "A"
Page 1 of 1

Signature

08-09 Scope of Work.xls 12/10/08, 4:27 PM
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CITY OF LONG BEACH
Social Services Grant Program 2008-2009
Program Budget for The Children's Clinic Serving Children and Their Families City Contract #

8SG 08-09

o P

ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION
, , ) ‘ Directs overall project. Reviews Federal PHS Drug Pricing Program. Establishes
1. Chief Medical Officer - 0.01 FTE $2,026 policies and procedures. Works with Pharmaceutical Companies.
2. Pharmacy Dispensary Manager - 0.10 FTE $9,298 Dispenses .Medlcatlon, maintains inventories and control as well as providing reports
and analysis.

. Maintains accurate records of all Dispensary Transactions. Provides clerical support
3. Dispensary Clerk - 0.04 FTE $1,435 for Dispensary Manager. Assists in daily operation of Dispensary.
TOTAL PERSONNEL $12,759 Total Personnel to be Reimbursed

OPERATIONS

1. Pharmaceuticals $7,241 Budget Includes 5% of the Cost of Purchased Pharmaceuticals (95% is in kind)
TOTAL OPERATIONS $7,241 Total Operations to be Reimbursed

Signature

Attachment "B"
Page 1 of 1
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PARTS 200-214 jRESERVED]

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

Sec.
215.4  About this part.

Subpart A—General

218.1
218.2
216.3
2154
26,8

Purpose.

Delinitions.

Effect on other issuances.
Deviations.

Subawards.

Subpart B—Pre-Award Reguirements

215.10 Purpose.

21531 Pre-award policies,

21512 Forms for applying for Federal assisi-
ance.

2513 Debarment and suspension.

215.14 Special award conditions.

215.16 Metric system of measurement.

21516 Resource {Conservation and Recovery
Act. ’

21017 Certlifications and representations.

Subpar C—Post-Award Requirements

FINANCIAL AND PROGRAM MANAGEMENT

215.20 Purpose of financial and program

management.
521 Standards for financial management

systems.

215,22 Payment,

215.23 Cost sharing or matching,

215.2¢ Pregram income.

216,25 Revision of budget and program
plans.

215.26 Non-Federal audits.

215.27 Allowable costs.

216,28 Period of avallability of funds.

215,20 Conditional exemptions.

PROPERTY STANDARDE

215.30
2lh.31

Purpese of property standards,

Insurance Coverage.

215.32 Real property.

215,33 Federally-owned and
eriy.

215.34 Equpment.

215,35 Supplies and other expendable prop-
erty.

exempl prop-

Intangible properiy.
Troperty trust relationship

S1E.86
215.47

PROCUREMENT STANDARDE

216.40
215 .41
215.42
215 43
215.44
21545
215 .46
215.47
2156 48

Purpese of procerement standards
Recipient responsibilities.

Codes of conduct.

Competition.

Procurement procedurss.

Cost and price analysis.
Procurement records.

Contract administration.
Contract provisions.

REPORTS AND RECORDS

216.50 Purpose of reports and records.

21561 Moniltoring and reporting Dprogram
performance.

215.52 Financial reporting.

215.63 Retentior and access reguirements
for records.

TERMINATION AND ENFORCEMENT

215.50 Purpose of termination and enforce-
ment.

216.61 Termination.

215.62 Enforcement,

subpart D—Aftter-the-Award Requirements

21570 Purpose.

215.7% Closeout pro¢eaures.

21572 Bubsequent adjustments and con-
tinuing responsibilities.

216.78 Collection of amounts due.

APPENDIX A TO PART 215—CONTRACT PROVI-
SIONS

ADTHORITY: 31 U.B.C. 503; 31 U.5.C. 1111, 41
U.8.C. 405; Reorganization Plan Ne. 2 of 1870;
E.C. 11541, 3% FR 10737, 3 CFR, 1966-1970, p.
929,

SOURCE: 69 FR 26281, May 11, 2004, unless
otherwise noted.

§215.0 About this part.

{a) Purpose. This part contains OME
guidance to Federal agencies on the ad-
ministration of grants to and agree-
ments with institutions of higher sdu-
cation, hospitals, and other non-profit
organizations. The guidance sets forth
standards for obtaining consistency
and uniformity in the agencies' admin-
istration of those grants and agree-
ments.

{b) Applicability. (1) Except as pro-
vided herein, the standards set ferth in
this part are applicable to all Federal
agencies, If any statute specifically




§215.1

prescribes policies or specific reguire-
mentg that differ from the standards
provided in this part, the provisions of
the statute shall govern.

(2) The provisions of subparts A
through D of this part shall be applied
by Federal agencies to recipients. Re-
ciplents shall apply the provisions of
those subparts to subrecipients per-
forming substantive work under grants
and agreements that are passed
through or awarded by the primary re-
cipient, if such subreciplents are orga-
nizations described in paragraph (a) of
this section.

(3) This part does not apply to grants,
contracts, or other agreements bhe-
tween the Federal Government and
units of State or local governments
covered by OMB Circular A-102,
“Grants and Cooperative Agreements
with State and Local Governments®!
and the Federal agencies’ grants man-
agement common rule (see §215.5)
which standardize the administrative
requirements Federal agencies impose
on State and local graniees. In addi-
tion, subawards and contracts to State
or local governments are not coverad
hy this part. However, this part applies
to subawards made by Stabe and local
governments to organizations covered
by this part.

(4} Federal agencles may apply the
provisions of subparts A through D of
this part to commercial organizations,
forelgn governments, organizations
under the jurisdiction of forelgn gov-
ernments, and international organiza-
tions.

{c) OMB responsibilities. OMB {8 re-
sponsible for:

(1) Issping and maintaining the guid-
ance in this pars.

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

(3) Reviewing Federal agency regula-
tions implementing the guidance In
this part, as reguired by Executive
Order 12866.

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

18ee § CFR 1310.9 for availabflity of OMB
circulars.
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where adeguate justification is pre-
sented.

(6) Conducting broad oversight of
government-wide compliance with the
guidance in this part.

(d) Federal agency responsibilities. The
head of each Federal agency that
awards and administers grants and
agreements sabject to the guidance in
this part is responsibie for:

(1) Implementing the guldance in
subparts 4 through D of this part by
adopting the language in those sub-
parts anless different provisions are re-
guired by Federal statute or are ap-
proved by OMBE.

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

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

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

(e) Relationship o 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 ¢ the OMB circular. Appendix A
to this part containg the guidance that
was in the appendix tc the attachment.

() Information Contact. 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,
DC 20503, telephone (202) 395-23993.

(g Termination Review Dote. This part
will have a policy review three years
from the date of issuance.

Subpant A—General

§215.1 Purpose.

This part establishes uniform admin-
istrative requirements for Federal
grants and agreements awarded to in-
stitutions of higher education, hos-
pitals, and other non-profit crganiza-
tions. Federal awarding agencies shall
not impose addistional or inconsistent
requirements, except as provided in
§215.4, and §215.14 or unless specifically
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required by Federal statubte or execn-
Live order Nonp-profit organlzatlons
that impiement Federal programs for
vhe State: are alse subject to State re-
guirements.

§215.2 Definitions.

fa) Accrued erpenditures means the
charges incurred by the recipient dur-
ing a given pericd requiring the provi-
sicn of funds for:

(13 Gopods and other tangible property
received,

(2) Services performed by employees,
contractors, subrecipients, and ofher
payees; and,

{3) Other amounts becoming owed
under programs for which no current
services or performance is required.

(b) Accrued mcome meane the sum of:

(1) Earnings during a given period
from:

(i) Bervices performed by the recipi-
ent, and

(ii) Goods and other tangible prop-
erty delivered to purchasers, and

(2) Amounts becoming owed to the
recipient for which no ¢urrent services
or performance is required by the re-
cipient.

(e) Acquisition cost of equipment means
the net invoice price of the eguipment,
including the cost of modifications, at-
tachments, accessories, or auxiliary
apparatus necessary to make the prop-
erty usable {or the purpose for which it
was acguired. Other charges, such as
the cost of installation, transportation,
taxes, duty or protective in-transit in-
surance, shall be included or excluded
from the unit acquisition cost in ac-
cordance with the recipient’s regular
accounting practices.

(d) Advence means a payment made
by Treasury check or other appropriate
payment mechanism (o a recipient
npon ite request either before outlays
are made by the recipient or through
the use of predetermined payment
schedules.

(e) Award means financial assistance
that provides support or stimulation to
accomplish a public purpose. Awards
inelude grants and other agreements in
the form of money or property in lieun
of money, by the Federal Government
to an eligible recipient. The term does
not inclade: technical assistance,
which provides services instead of

41

§215.2

money, other assistance in the {form of
joans, loan guaranvess, interest sub-
sidies, or insurance; direcs payments of
any kind to individuals, and, contracts
which are reguired to be entered into
and atdministered under procurement
laws and regnlations.

(f) Cash contributions means the re-
cipient's cash outlay, including the
cutlay of money contributed to the re-
cipient by third parties.

(g) Closeout means the process by
which a Federal awarding agency de-
termines that all applicable adminis-
trative actions and all reguired work of
the award have been completed by the
recipient and Federal awarding agency.

(h) Contract means a procurement
contract under an award or subaward,
and a procurement subcontract under a
recipient’s or snbrecipient’s contract.

(i) Cost sharing or maiching means
that porticn of project or program
costs not borne by the Federal Govern-
ment, :

(i) Date of completion means the date
on which all work under an award is
completed or the date on the award
document, or any Ssupplement or
amendment thereto, on which Federal
sponsorship ends.

(k) Disallowed costs means those
charges to an award that the Federal
awarding agency determines to e un-
allowable, in accordance with the ap-
plicable Federal cost principles or
other terms and conditions containsd
in the award.

(1) Equipment means tangible non-
expentdable personzl property inciuding
exempt property charged directly to
the award having a useful life of more
than one year and an acquisition cost
of $5,000 or more per unit. However,
consistent with recipient policy, lower
limits may be established.

(m) Ezxcess property mMeans property
under the control of any Federal
awarding agency that, as determined
iy the head thereof, is no longer re-
quired for its needs or the discharge of
ite responsibilities.

(n) Ezempt property means tangible
personal property acguired in whole or
in part with Federa) funds, where the
Federal awarding agency has statutory
authority to vest title in the recipient

ATTACHMENT . L
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without further obligation to the Fed-
eral CGovernment. An example of ex-
empt property autherity is contained
in the Federal Grant andé Cooperative
Agreement Act (31 U.S.C. §306), for
property acquired under an award to
conduct basic or applied research by a
nen-profit institution of higher edu-
cation or non-profit organization
whose principal purpose is conducting
sclentific resesarch.

(o) Federal awaording agency means
the Federal agency that provides an
award to the recipient.

(p) Federal funds authorized means the
total amount of Federal fands obli-
gated by the Federal Govermment for
use by the recipient. This amount may
incilude ary authorized carryover of uii-
obligated funds from prior funding pe-
riods when permitted by agency regula-
tions or zpency lmplementing instruc-
tions.

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

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

(8) Intangible property and debt instru-
ments means, but is not limited to,
trademarks, copyrighis, patents and
patent applications and such property
as loans, notes and other debt instru-
ments, lease agreements, stock and
other instruments of property owner-
ship, whether considered tangible or in-
tangible.

(t) Obligations means the amounts of
orders placed, contracte and grants
awarded, services received and similar
transactions during a given period that
require payment by the rectplent dur-
ing the same or a future period.

(n) Oullays or erpendifures means
charges made to the project or pro-
gram. They may be reported on a cash
or accrus! basis. For reports prepared
on a cash basis, outlays are the sum of
cash disbursernents for direct charges
for goods and services, the amount of
indirect expense charged, the value of
third party in-kind congributions ap-
plied and the amount of cash advances
and payments rmade to subreciplents.
For reports prepared on an accrual
basis, outlays are the sum of cash dis-
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hursements for direct charges for goods
and services, the amount of indirect ex-
pense incurred, the value of in-kind
contributions applied, and the net in-
crease (or decrease} in the arnounts
owed by the recipient for goods and
other property received, for services
performed by empleyees, conbractors,
snbrecipients and other payees and
other amounts beceming owed under
programs for which no current services
or performance are reguired.

(v} Personal property means property
of any kind except real property. It
may be tangible, having physical exist-
ence, or Intangible, having no physical
existence, such as copyrights, patents,
or securities.

{w) Prior approval means written ap-
proval by an awthorized official evi-
dencing prior consent,

(x) Program imcome means gross in-
come earned by the recipient that is di-
rectly generated by a supported activ-
ity or earned as a result of the award
(see exclugions in §215.24(e) =znd (h)).
Program income includes, but is not
Hmited to, Income f{rom fees for serv-
ices performed, the use or rental of real
or personal property acquired under
federally-funded projects, the sale of
commodities or {tems fabricated under
an award, license fees and royalties on
patents and copyrights, and interest on
loans made with award funds. Interest
earned on advances of Federal funds is
not program income. Except as other-
wise provided in Federal awarding
agency regulations or the terms and
conditions of the award, program in-
come does not inclade the receipt of
principal on loans, rebates, credits, dis-
counts, etc., or interest earned on any
of them.

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

(z) Project period means the period es-
tablished in the award document dur-
ing which Pederal sponscrship begins
and ends.

(aa) Properiy means, uniess otherwise
stated, real property, equipment, in-
tangible property and debt instru-
ments.

|
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(b Rew properiy means land, includ-
ing land improvements, structures and
appurtenances thereto, but excludes
movable machinery and eguipment,

(ce) Rectpiend means an organization
receiving financial assistance directly
ifrom ¥ederal awarding agencies Lo
carry oul a preoject or program. The
term includes public and private insti-
tutions of higher education, public and
private hospitals, and other guasi-pub-
lic and private non-profit crganizations
such as, but not limited to, community
acticn agencies, research institutes,
educational associations, and health
centers. The term may include coin-
mercial organizations, foreign or inter-
national organizaticns (such as agen-
cies of the United Naticns) which are
recipients, subrecipients, or contrac-
tors or subcontractors of reciplents or
subrecipients at the discretion of the
Pederal awarding agency. The term
does not include government-owned
contractor-operated facilities or re-
search centers providing continued
support for mission-oriented, large-
scale programs that are government-
owned or controlled, or are designated
as federally-funded research and devel-
opment centers.

(dd) Research and development means
all research activities, both basic and
applied, and all development activities
that are supported at universities, col-
leges, and other non-profit institu-
tions. '*Research’ is defined as a sys-
tematic study directed toward fuller
scientific knowledge or understanding
ol the subject studied. “Development’
is the systematic use of knowledge and
understanding gained from research di-
rected toward the production of useful
materials, devices, systems, or meth-
ods, including design and development
of prototypes and processes. The term
research also includes activities in-
volving the training of individuals in
research technigues where such activi-
ties utilize the same facilities as other
research and development activities
and where such activities are not, in-
cluded in the instruction function,

(ee) Smell cwaerds means a grant or
cooperative agreement not exceeding
the small purchase threshold fixed at
4] 1J.8.C. 403(11) (currently $25,000).

(IH Subeward means an award of fi-

§215.2

meney, or propersy in liev of money,
made under an award by a recipient o
an eligible subrecipient or by a sub-
recipient to a lower tier subrecipient.
The term includes financial assistance
when provided by any legal agreement,
even if the agreement is called & con-
tract, but deoes not include procure-
ment of goods and services nor does it
incivde any form of assistance which is
excluded from the definition of
“award’ in §215.2(e).

(gg) Subrecipient means the legal enti-
ty to which a subaward is made and
which is acconntable to the recipient
for the use of the funds provided. The
term may include {oreign or inter-
national organizations (such as agen-
cles of the United Nations) at the dis-
cretion of the Federal awarding agen-
cy.

(hh) Supplies means all perscnal prop-
erty excluding eguipment, intangible
property, and debt instruments as de-
fined in this section, and inventions of
a contractor conceived or first actually
reduced to practice in the performance
of work under a funding agreement
(“gubject inventions”), as defined in 37
CFR part 401, "Rights to Inventions
Made by Nonprofit Organizations and
@mall Business Firms Under CGovern-
ment Grants, Contracts, and Coopera-
tive Agreements.”’

(ii) Suspension means an action by a
Federal awarding agency that tempo-
rarily withdraws Federal sponsorship
under an award, pending corrective ac-
tion by the recipient or pending a deci-
sicn to terminate the award Dy the
Federal awarding agency. Suspension
of an award is & separate action f{rom
suspension under Federal agency regu-
lations implementing E.O. 12548 (b1 FR
6370, 3 CFR, 1986 Comp., p. 182) and E.Q.
12689 (b4 FR 34131, 3 CFR, 1988 Comnp., 1.
235), “Debarment and Suspension.”

(ii) Termination means the cancella-
tion of Federal sponsorship, in whole or
in part, under an agreement at any
time prior to the date of completion.

(kk) Third party in-kind contributions
means the value of non-cash contribu.
tions provided by non-Federal third
parties. Third party in-kind contribu-
tions may be in the form of real prop-
erty, equipment, supplies and other ex-
pendable preperty, and the value of

nancial assistance in the form of goods and services directly benefiting
43 - ;
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and speeifically identifiable to the
project or program.

(1) Unliguidated obligations, for finan-
cial reports preparsd on a cash basis,
means the amount of obligations in-
curred by the recipient that have not
been paid. For reports prepared on an
accrued expenditure basis, they rep-
resent the amount of obligations in-
curred by the recipient for which an
outlay has not been recorded.

{mm) Unobligated balonce means the
portion of the funds authorized by the
Federal awarding agency that has not
heen obligated by the recipient and is
determined by deducting the cumu-
lative obligations from the cumulative
funds authorized.

(niny Unrecovered indirect cost means
the difference betwesn the amount
awarded and the amount which could
have been awarded under the recipi-
ent’s approved negotiated indirect cost
rate,

(00 Working capital advance means a
procedure whereby funds are advanced
to the recipient to cover its estimated
disbursement needs for & given initial
period.

§215.3 Effect on oiher issuances.

For awards subject to this part, all
administrative requirements of codi-
filed program regulations, program
manuals, handbooks and other non-
regulatory materials which are incon-
sistent with the requirements of this
part shall be superseded, except to the
extent they are required by statute, or
authorized in accordance with the devl-
ations provision in §215.4.

§215.4 Deviations.

The Office of Management and Budg-
et (OMB) may grant exceptions for
classes of grants or rectpients subject
to the reguirements of this part when
exceptions are not prohlbited by stat-
ute. However, in the interest of max-
imum uniformity, exceptions from the
requirements of this part shall be per-
mitted only in unusual circumstances.
Federal awarding agencies may apply
more restrictive requirements to a
class of recipients when approved by
OMEB. Federal awarding agencies may
apply less restrictive requirements
when awarding small awards, except
for those requirements which are stat-
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utory. Exceptions on a case-by-case
basis may alsc be made by Federal
awarding agencies,

§215.5 Subawards.

Uniless sections of this part specifi-
cally exclude subrecipients from cov-
erage, the provisions of this part shall
he applied to subrecipients performing
work under awards if such subrecipi-
ents are Institutions of higher edu-
cation, hospitals or other non-profit or-
ganizations, State and local govern-
ment subrecipients are subject to the
provisions of regulations implementing
the grants management common rule,
“Uniform  Administrative  Raquire-
ments for Grants and Cooperative
Agreements to State and Local Gov-
ernments,’” published at 7 CFR parts
3015 and 3016, 10 CFR part 600, 13 CFR
part 143, 16 CFR part 24, 20 CFR part
437, 22 CFR part 135, 24 CFR parts 44, 85,
111, 511, 570, 571, 575, 590, 850, 882, 905,
941, 968, 970, and 999, 28 CFR part 66, 28
CFR parts 97 and 1470, 32 CFR part 278,
34 CFR parts 74 and 80, 36 CFR part
1207, 38 CFR part 43, 40 CFR parts 30, 31,
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFR parts T4, 92, 602, 1157, 1174, 1183,
1234, and 2015, and 49 CFR part 18.

[69 FR 26281, May 11, 2004, as amended at 70
FR 51680, Aug. 31, 2005]

Subpart B—Pre-Award
Reguirements

§215.10 Purpose.

Sections 21511 through 215.17 pre-
geribe forms and instructions and other
pre-award matters to be used in apply-
ing for Federal awards,

§215.11 Pre-award policies.

(a) Use of QGrants and Cooperative
Agreements, and Contracts. In each in-
stance, the Federal awarding agency
shall decide on the appropriate award
instrament (i.e.,, grant, cooperative
agreement, or contract). The Federal
Grant and Cooperative Agreement Act
(81 U.3.C. 6301-08) governs the use of
grants, cooperative agreements and
contracts, A grant or cooperative
agreernent shall be used only when the
principal purpese of a transaction is to
accomplish a public purpose of support
or stimulation authorized by Federal
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statute. The statutory criterion lor
choosing between grante and coopera-
tive agreemente 18 that for the latuer,
“substantial involverment is expected
petween the execubive agency and the
Suabe, local government, or other re-
cipient when carrying oui the activity
contemplated in the agreement.’” Con-
vracts shall be used when the principal
purpose is acquisition of property or
services for the diract benefit or use of
the Federal Government.

{b) Public Notice and Priority Set-
ting. Federal awarding agencles shall
notify the public of its intended fund-
ing priorities {for discretlonary grant
programs, unless funding priorities are
established by Federal statute.

§215.12 Forms for applying for Fed-
eral assistance.

(a) Federal awarding agenciss shall
comply with the applicable report
clearance reguirements of & CFR part
1320, “Conirclling Paperwork Burdens
on the Public,” with regard to all
forms used by the Federal awarding
agency in place of or as a supplement
to the Standard Form 424 (SF-424) se-
ries.

(b) Applicants shall use the SF-424
geries or those forms and instructions
prescribed by the Federal awarding
agency.

(c) For Federal programs coversd by
E.O. 12372, “Intergovernmental Review
of Federal Programs,” (47 FR 308589, 3
CFR, 1982 Comp., p. 187) the applicant
shall complete the appropriate sections
of the 8F-424 (Application for Federal
Assistance) indicating whether the ap-
plication was subject to review by the
State Single Point of Contact (SPOC).
The name and address of the SFPOC for
a particular State can be obtained from
the ¥Federal awarding agency or the
Catalog of Federal Domestic Assistonee.
The SPOC shall advise the applicant
whether the program for which applica-
tion is made has been selected by that
State {for review.

(d¢) Federal awarding agencies that do
not use the SF-424 form should indi-
cate whether the application is subject
to review by the State under E.C. 12372.

§215.15 Debarment and suspension.

Federa]l awarding agencies and re-
cipients shall comply with Federal

§215.15

agency regulations implementing E.O.g
12549 and 12684, “'Diebarment and Sus-
pension.” Under those regulations, cer-
tain parties who are debarred, sus-
pended or otherwise excluded may not
be participants or principals in Federal
zssistance awards and subawards, and
in  certain contracis under those
awards and subawards.

{70 FR 51878, Aug. 31, 2005)

§215.14 Special award conditions.

If an applicant or recipient: has a nis-
tory of poor performance, is not finan-
cially stable, has a management sys-
temn that does not meet the standards
preseribed in this part, has not con-
formed to the terms and conditions of
a previous award, or is not otherwise
responsible, Federal awarding agencies
may impose adgitional requiremente as
needed, provided that such applicant or
recipient is motified in writing as to:
the nature of the additional require-
ments, the reason why the additional
requirements are being imposed, the
nature of the corrective action needed,
the time allowed {or completing the
corrective actions, and the method for
requesting reconsideration of the addi-
tional requirements imposed. Any spe-
cial conditions shall be promptly re-
moved once the conditions that
prompted them have besn corrected.

§215.15 Metric system of measure-
ment,

The Metric Conversion Act, as
amended by the Omnibus Trade and
Competitiveness Act (15 U.8.C. 205) de-
clares that the metric system is the
preferred measurement system for U.3.
trade and commerce. The Act reguires
each Federal agency to establish a date
or dates in consultabion with the Sec-
retary of Commerce, when the metric
system of measurement will be used in
the agency’s procurements, grants, and
other bhusiness-related activities. Metb-
ric implementation may take longer
where the use of the system is initially
impractical or likely to canse signifi-
cant inefficiencies in the accomplish-
ment of federally-funded activities.
Federal awarding agencles shall follow
the provisions of E.O. 12770, '‘Metric
Usage in Federal Government Pro-
grams’ (56 FR 35801, 3 CFR, 1801 Comp.,
p. 343).

)
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£915.16 Resource Conservation and

Recovery Act.

Under the Act, any State agency or
agency of a political subdivision of a
State which is using appropriated Fed-
eral funds must comply with section
6002, Section 6002 requires that pref-
erence be given ln procurement pro-
grams to the purchase of specific prod-
ucks containing recycled materials
identified in guildelines developed by
the Environmental Protection Agency
(EPA) (40 CFR parts 247-254). Accord-
ingly, State and local instituticns of
higher education, hospitals, and non-
profit organizasions that recelve direct
Federal awards or other Federal funds
shall give preference in their procure-
ment programs funded with Federal
funds 50 the purchase of recycled prod-
ucts pursuant to the EPA guidelines.

§215.17 Certifications and representa-
tions.

Unless prohibited by statute or codi-
fied regulation, each Federal awarding
agency is authorized and encouraged to
allow reclpients to submit certifi-
cations and representations required
by stafute, executive order, or regula-
tion on an annual basis, if the recipi-
ents have ongoing and continuing rela-
tionships with the agency. Annual cer-
tifications and representations shall be
signed by responsible offictals with the
autharity to ensure recipients’ compli-
ance with the pertinent requirements.

Subpart C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram management.

Sections 215.21 through 21528 pre-
scribe standards for financial manage-
ment systems, methods for making
payments and rules for: satisfying cost
sharing and matching requirements,
accounting for program income, budget:
revision approvals, making audits, de-
termining allowahility of cost, and es-
tablishing fund availability.

£215.21 Standards for financial man-
agement sysitems.

(a) Federal awarding agencles shall

require recipients to relate financial
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data to performance data and develop
unit cost information whenever prac-
tical.

(b} Recipients’ financial management
systems shall provide for the following.

(1} Accurate, current and complete
disciosure of the financial results of
each federaliy-sponsored project or
program in accordance with the report-
ing requirements set forth in §215.62. If
a Federal awarding agency requires re-
porting on an accrual basis from a re-
clpient that maintalns its records on
other than an accrual basis, fhe recipi-
ent shall not be required to establish
an accrual accounting system. These
recipients may develop such accrual
data for its reports on the basis of an
analysis of the documentation on hand.

(2) Records that identify adequately
the source and application of funds for
federally-sponsored sctivities. These
records shall contain information per-

taining to Federal awards, authoriza-

tions, obligations, unobligated bal-
ances, assets, outlays, income and in-
terest.

(3) Effective control over and ac-
countability for all funds, property and
other assets. Recipients shall ade-
gquately safeguard all such assets and
assure they are used solely for author-
ized purposes.

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

() Written procedures fo minimize
the time elapsing between the transfer
of funds to the recipient from the U.S.
Treasury and the issuance or redemp-
tion of checks, warrants or payments
by other means for program purposes
by the recipient. To the extent that the
provisions of the Cash Management Im-
provement Act (CMIA) {(Pub. L. 101-453)
govern, payment methods of State
agencies, instrumentalities, and fiscal
agents shall be consistent with CMIA
Treasury-State Agreements or the
CMIA default procedures codified at 31
CFR part 205, “'Withdrawal of Cash
from the Treasury for Advances under
Federal Grant and Other Programs,'

(6) Written procedures for deter-
mining the reasonableness, allocability
and allowability of costs in accordance
with the provisions of the applicable
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Federal cost principles and the terms
and conditions of the award.

(7: Accounting records including cost
accounting records Lhat are supported
Iry source documentabion.

{c) Wrere the Federal Government
guarantess or insures the repayment of
money borrowed Dy the recipient, the
Federal awarding agency, at ite discre-
tion, may require adequate bonding
and insurance if the bonding and insur-
ance requirements of the recipient are
not deemed adequate to protect the in-
terest of the Federal Government.

{d) The Federal awarding agency may
require adequate fidelity bond coverage
where the recipient lacks sufficient
coverage to protect the Federal Gov-
ernment’s interest.

() Where bonds are reguired in the
situations described above, the bonds
shall be obtained from companies hold-
ing certificates of authority as accepi-
abhle sureties, as prescribed in 31 CFR
part 223, “Surety Companies Deoing
Business with the United States.”

§215.22 Payment,

(a} Payment methods shall minimize
the time elapsing betwseen the transier
of funds from the United States Treas-
ury and the issuance or redemption of
checks, warrants, or payment by other
means by the recipients. Payment
methods of State agencies or instru-
mentalities shall be consistent with
Treasury-State CMIA agreements or
default procedures codified at 31 CFR
part 205

(b) Recipients are to be paid in ad-
vance, provided they maintain or dem-
cnstrate the willingness to maintain:

(1) Written procedures that minimize
the time elapsing hetween the transfer
of funds and disbursement by the re-
cipient, and

(2) Financial management systems
that meet the standards for fund con-
trol and accocuntability as established
in §215.21. Cash advances to a recipient
organization shall be limited to the
minimum amounts needed and be
timed to be in accordance with the ac-
tual, immediate cash requirements of
the recipient organization in carrying
out the purpose of the approved pro-
gram or project. The timing and
amount of cash advances shall be as
close as is administratively feasible to
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the actual disbursemente by the recipi-
ent crganization for direct program or
project. costs and the proportionate
share of any allowable indirect: costs.

(¢) Whenever possible, advances shall
be consolidated ¢ cover anticipated
cash needs for all awards made by the
Federal awarding agency to the recipi-
ent.

(1) Advance payment mechanisms in-
cinde, but are not limited to, Treasury
check and electronic funds transfer.

(2Y Advance payment mechanisms are
subject to 31 CFR part 205,

(8) Recipients shall be authorized to
submit reguests for advances and reim-
bursements at least monthly when
electronic fund transferg are not used.

(d) Reguests for Treasury check ad-
vance payment shall be submitted on
SF-270, “‘Reguest for Advance or Reim-
bursement,’” or other forms as may be
anthorized by OMB. This form is not to
he used when Treasury check advance
payments are made Lo The recipient
automatically through the use of a pre-
determined payment schedule or if pre-
cluded by special Federal awarding
agency instructions for electronic
funds transfer,

{e) Reimbursement is the preferred
method when the reguirements in
§215.12(b) cannot be met. Federal
awarding agencies may also use this
method on any construction agree-
ment, or if the major portion of the
construction project is accomplished
throngh private market financing or
Federal loans, and the Federal assist-
ance constitutes a2 minor portion of the
project.

(1) When the reimbursement method
is used, the Federal awarding agency
shall make payment within 30 days
after receipt of the billing, unless the
bhilling is improper.

(2) Recipients shall be anthorized to
submit reguest for reimbursement at
least monthly when electronic funds
transfers are not used.

(f) If a recipient cannot meet the cri-
teria for advance payments and the
Federal awarding agency has deter-
mined that reimbursement is not fea-
sible because the recipient lacks suaffi-
cient working capital, the Federal
awarding agency may provide cash on a
working capital advance basis, Under
this procedure, the Federal awarding

h] :
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agency shail advance cash bto the re-
cipient to cover its estimated disburse-
ment needs for an initlal period gen-
erally gearad to the awardee’s dis-
bursing cycle. Thereafter, the Federal
awarding agency shall reimburse the
recipient for its actual cash disburse-
ments. The working capltal advance
method of payment shall not be used
for recipients unwilling or unabie to
provide timely advances to thelr sub-
recipient to meet the subrecipient’s ac-
tual cash digbursements.

(g} To the extent avallable, recipi-
ents shall disburse funds avallable from
repayments to and interest earned on a
revolving fund, program Iincome, re-
bates, refunds, contract settlements,
andit recoveries and interest earned on
such funds before requesiing additional
cash payments.

(h) Unless otherwise required by stat-
ute, Pederal awarding agencies shall
not withhold payments for proper
charges made by recipients at any time
daring the project period unless para-
graphs (1X1) or (2Z) of this section
apply.

(1) A recipient has failed to comply
with the project cbjectives, the ferms
and conditions of the award, or Federal
reporéing requirements.

(2) The recipient or subrecipient is
delinquent in a debt to the Unifed
States as defined in OMB Circular A-
129, “‘Managing Federal Credit Pro-
grams.” Under such conditions, the
Federal awarding agency may, upon
reasonable notice, inform the reciplent
that payments shall not bhe made for
obligations incurred after a specified
date until the conditions are corrected
or the indebtedness to the Federal Gov-
ernment is liguidated.

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

(1) Except for situations described in
paragraph (1)(2) of this section, Federal
awarding agencies shall not require
separate depository accounts for funds
provided to a reciplent or establish any
eligibility reguirements for deposi-
tories for funds provided to a recipient.
However, recipients must be able to ac-
count for the recelpt, obligation and
expenditure of funds.
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(2) Advances of Federal funds shall he
deposited and maintained in insured
accounts whenever possible.

(1) Consistent with the national goal
of expanding the opportunities for
women-owned and minority-owned
business enterprises, recipients shall be
encouraged Lo use wormen-gwhed and
minority-owned hanks (a bank which is
owned at Jeagt 50 percent by women or
minority group members).

(k) Recipients shall maintaln ad-
vances of Federal funds In interest
bearing accounts, unless paragraphs
{kX1), (2) or (3) 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 earn interest in excess of $§250
per year on Federal cash balances.

(8) The depository would require an
average or minimum balance so high
that it would not be feasible within the
expected Federal and non-Federal cash
resources.

(1} For those entities where CMIA
and its implementing regulations at 31
C¥R part 205 do not apply, interest
earned on Federal advances deposited
in interest bearing accounts shall be
remitted annually to Department of
Health and Human Services, Payment
Management System, Rockvilie, MD
20852. Interest amounts up Lo $250 per
vear may be retzined by the recipient
for adminisirative expense. State uni-
versities and hosplbals shail comply
with CMIA, as it pertains to interest. If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tionary awards without prior written
approval from the Federal awarding
agency, it waives its right to recover
the intersst under CMIA.

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

(1) SF-270, Request for Advance or
Reimbursement. Bach Federal award-
ing agency shall adept the SF-270 as a
standard form for 2ll nonconstroction
programs when electronic funds trans-
fer or predetermined advance methods
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are not used. Federal awarding agen-
cies, however, have the option of using
thiz form {or construction programs in
lieu of the SF-271, “Outlay Report and
Reqguest for Reimbursement for Con-
syruction Programs.”

(2i 8F-271, Outlay Report and Re-
guest for Reimbursement {or Construc-
tion Programe. Bach Federal awarding
agency shall adopt the 3F-271 as the
standard form to be used for reguesting
reimbursement, for construction pro-
grams. However, a Federal awarding
agency may substitnte the SF-270
when the Federal awarding agency de-
termines that it provides adegquate in-
formation to meet Federal needs.

§215.28 Cost sharing or matching.

{a} All contributions, ingcluding cash
and third party in-kind, shall be ac-
cepted as part of the reciplent's cost
sharing or matching when such con-
tributions meet all of the fellowing cri-
teria.

(1) Are verifiable from the recipient’s
records.

{2) Are not included as contributions
for any other {ederally-assisted project
Or Prograrm.

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

{4) Are allowable under the applica-
ble cost principles.

(6) Are not paid by the Federal Gov-
ernment under another award, except
where authorized by Federal! statute to
be used for cost sharing or matching.

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

(7) Conform to other provisions of
this part, as applicable.

(b) Unrecovered indirect costs may be
included as part of cost sharing or
matching only with the prier approval
of the Federal awarding agency.

() Values for recipient contributions
of services and property shall be estab-
lished in accordance with the applica-
ble cost principles. I a Federal award-
ing agency authorizes recipients to do-
nate buildings or land for construction/
{acilities acquisition projects or long-
term use, the value of the donated
property for cost sharing or matching
shall be the lesser of paragraphs (c}1)
or {2) of this section.
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{1) The certified value of the remain-
ing life of the property¥ recorded in the
recipient’s accounting records at the
time of donation.

{2y The current falr market value,
However, when tnere iz sufficient jus-
tification, the Federal awarding agen-
oy may approve the use of the current
fair market value of the denated prop-
erty, even if it exceeds the certified
value at the time of donation to the
project.

(d) Velunteer services furnished by
professional and technical personnel,
consultants, and other gkilled and un-
skilled labor may be counted as cost
sharing or matching if the service is an
integral and necessary part of an ap-
proved project or program. Rates for
volunteer services shall be consistent
with those paid for similar work in the
recipient’s organization. In those in-
stances in which the regquired skills are
not found in the recipient crganization,
rates shall be consistent with those
paid for similar work in the laber mar-
ket in which the recipient competes for
the kind of services involved. In either
case, paid fringe benefits that are rea-
sonable, allowable, and aliocable may
be included in the valoation.

(e) When an employer cther than the
reciplient furnighes the services of an
employee, these services shail be val-
ued at the employee’s regular rate of
pay (plus an amount of fringe benefits
that are reasonable, allowable, and al-
locable, Tut exclusive of overhead
costs), provided these services are in
the same skill for which the employee
is normally paid.

(f) Donated supplies may include
such items a5 expendable equipment,
office supplies, laboratory supplies or
workshiop and classroom  supplies.
Value assessed to donated supplies in-
cluded in the cost sharing or matching
share shall be reasonanle and shall not
exceed the fair market value of the
property at the time of the donation.

{g) The method used for determining
cost sharing or matching for donated
equipment, buildings and land {or
which title passes to the recipient may
differ according to the purpose of the
award, if paragraphs (g)1) or {2) of this
section apply.

{1} If the purpose of the award is to
assist the recipient in the acguisition
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of eguipment, buildings or land, the
total value of the donated property
may be claimed 2s ocost sharing or
matching.

(2) If the purpose of the award is Lo
support activities that require the use
of equipment, bulldings or land, nor-
mally only depreciation or use charges
for equipment and bulldings may be
made. However, the full value of equip-
ment or other capital assets and fair
rental charges for land may be allowed,
provided that the Federal awarding
agancy has approved the charges.

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

(1) The value of donated land and
buildings shall not exceed its fair mar-
ket value at the time of donation to
the reciplens as established by an inde-
pendent appraiser (e.g., certified real
property appraiser or General Services
Admintstration representative) and
certified by a responsible official of the
recipient.

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

(3) The value of donated space shall
not exceed the fzir rental value of com-
parable space as egtablished by an inde-~
pendent appraisal of comparabie space
and facilities in a privately-ovmed
building in the same locality.

(4} The value of loaned equipment
shall not exceed its fair rental vatve.

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

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

(it) The basls for determining the
valuation for personal service, mate-
rial, equipment, butldings and land
shall be documentead.

§215.24 Program income,

{a) Federal awarding agencies shall
apply the standards set forth in this
section in requiring recipient organiza-
tions {0 accouni for program income
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related to projects financed in whole or
in part with Federal funds.

(b) Except as provided in paragraph
(h}y of this section, program income
earned during the project period shall
be retained by the recipient and, in ac-
cordance with Faderal awarding agency
regulations or the terms and condi-
tions of the sward, shall be used in one
or more of the ways listed in the fol-
iowing.

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

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

(3) Deducted from the total project or
program allowable cost in determining
the net allowable cosfs on which the
Federal share of costs is based.

{c) When an agency authcrizes the
disposition of program income ag de-
soribed in paragraphs (b)(1) or (b)X2) of
this section, program lhcome In excess
of any limits stipulated shall be used in
accordance with paragraph (b)X3) of
this section.

{(d) In the event that the Federal
awarding agency does not specify in its
regulations or the fterms and condi-
tions of the award how program income
is to be used, paragraph (b)}@) of this
section shall apply automatically to
all projects or programs except re-
search. For awards that support re-
search, paragraph (b)(1) of this section
shall apply automatically unless the
awarding agency indicates in the terms
and conditions another aiternative on
the award or the recipient is subject to
special award conditions, as indicated
in §216.14.

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

() If authorized by Federal awarding
agency regulations or the terms and
conditions of the award, costs incident
to the gensration of program income
may be deducted from gross income to
determine program income, provided
these costs have not been charged to
the award.
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(g Proceeds from the sale of propercy
shall be handled in accordance with the
requirements of the Property Stand-
arde {see §215.30 through §215.37).

fhy Unless Federal awarding agency
regulations or the terms and condition
of the award provide otherwise, recipi-
ente shall nave no obligation to the
Federal Government with respect to
program income earned Irom license
fees and royalties {or copyrighted ma-
terial, patents, patent applications,
trademarks, and inventions produced
under an award., However, Patent and
Trademark Amendments (30 U.8.C. 18)
apply to inventions made under an ex-
perimental, developmental, or research
award.

£215.25 Revision of budget and pro-
gram plans.

(a) The budget plan is the finaneial
expression of the project or program as
approved during the award process. It
may include either the Federal and
non-Federal share, or only the Federal
share, depending vpon Federal award-
ing agency requirements, It shall be re-
lated to performance for program eval-
vation purposes whenever appropriate.

(b) Recipients are reguired to report
deviations from budget and program
pians, and request pricr approvals for
budget and program plan revisions, in
accortdance with this section.

(¢) For nonconstruction awards, re-
cipients shall reguest prior approvals
from Federal awarding agencies ior one
ar more of the following program or
biadget related reasons.

(1) Change in the scope or the objec-
tive of the project or program (even if
there is mo assoolated budget revision
requiring prior written approval).

(2) Change in a key person specified
in the application or award document.

(3) The absence for more than three
months, or a 25 percent reduaction in
time devoted to the project, by the ap-
proved preject director or principal in-
vestigator.

{4y The need for additional Federal
funding.

(5) The transfer of amounts budgeted
for indirect costs to absorb increases in
direct costs, or vice versa, if approval
is required by the Federal awarding
AgENcy.
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16, The inclusion, uniess walved by
the Federal awarding agency, of coste
that reqguire prior approval in accord-
ance with any of the following, as ap-
plicable:

(i) 2 CFR part 220, "Cost Principles
for Bducational Inssitutions (OMZEB Cir-
cular A-21)"

(ii; 2 CFR part 230, "“Cost Principles
ifor Non-Frofit Organizations (OMB Cir-
cular A-122}"

(iii) 45 CFR part 74, Appendiz E,
“Principles for Determining Costs Ap-
plicable to Research and Development
under Grants and Contracts with Hos-
pitals;” and

{ivy 48 CFR part 31, ''‘Contract Cost
Principles and Procedures.”

(7 The transfer of funds allotted for
training allowances (direct payment to
trainees) to other categories of ex-
pense.

(8) Unless described in the applica-
tion and funded in the approved
awards, the subaward, transfer or con-
tracting out of any work under an
award. This provision does not apply to
the purchase of supplies, material,
equipment or general support services.

(d) Mo other prior approval require-
ments for specific items may be im-
posed uniess & deviation has been ap-
proved by OMB.

() Except for requirements listed in
paragraphs (cX1) and (c)(4) of this sec-
ticn, Federal awarding agencies are au-
thorized, at their option, to waive cost-
related and administrative prior writ-
ten approvals reguired by 2 CFR parts
220 and 230 (OMB Circulars A-21 and A-
122). Such waivers may include author-
izing recipients to do any one or meoere
of the following.

(1) Ineur pre-award costs 90 calendar
days prior to award or more than 90
calendar days with the prior approval
of the Federal awarding agency. All
pre-award costs are incurred at the re-
cipient's risk (i.e., the Federal award-
ing agency is under no cbligation o re-
imburse such costs if for any reascn
the recipient does nol receive an award
or if the award is less than anticipated
and inadequate to cover such costs).

(2) Initiate a one-time extension of
the expiration date of the award of ap
t0 12 months unless one or more of the
foliowing conditions apply. For one-
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time extensions, the regipient muss no-
tify the Federal awarding agency in
writing with the supporting reasons
and revised expiration date at least 10
days before the expiration date specl-
fied ip the award. This one-time exten-
sion may not be sexercised merely for
the purpose of using unobligated bal-
ances.

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

(11) The extension requires additional
Federal funds.

(111) The extension involves any
change ir the approved objectives or
scope of the project.

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

(4) ¥or awards that support research,
unless the Federal awarding agency
provides otherwise in the award or in
the agency's regulations, the prior ap-
proval requirements described in this
paragraph (e) are antomatically waived
(i.e., recipients need not obtain such
prior approvals) unless one of the con-
ditions incinded in paragraph (e)(2) ap-
plies.

(fy The Federal awarding agency
may, at its option, regtrict the transfer
of funds among direct cost categories
or programs, functlions and activities
for awards in which the Federal share
of the project exceeds $100,000 and the
cumulative amount of such transfers
exceeds or is expected to exceed 10 per-
cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No PFederal awarding agency shall
permit a transfer that would cause any
Pederal zppropriation or part thersof
to he used for purposes other fthan
those consistent with the original in-
tent of the appropriation.

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

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

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

(2) The need arises for additional
Federal funds to complete the project.
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(3) A revision is desired which in-
volves specific costs for which prior
written approval requirements may he
imposed consistent with applicable
OMDB cost principles listed in §215.27.

(i) No other prior approval require-
ments for specific ifems may be im-
posed unless a deviation has been ap-
proved by OMB.

() When a Federal awarding agency
makes an award that provides support
for both construction and nonconstruc-
tion work, the Federal awarding agen-
cy may require the reciplent to request
prior approval from the Federal awardg-
ing agency before making any fund or
budget transfers between the two types
of work supporsed.

(k) For both construction and non-
construction awards, Federal awarding
agencies shall reguire recipients to no-
tify the Federal awarding agency in
writing promptly whenever the amoutnt
of Federal anthorized funds is expected
to exceed the needs of the recipient for
the project period by more than $5000
or five percernt of the Federal award,
whichever is greater, This notification
ghall not be required if an application
for additional funding is submitted for
a continvation award.

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

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

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

$215.26 Non-Federal audits.

(a) Reciptents and subrecipients that
are institutions of higher education or
other non-profit organizations (includ-
ing hospitals) shall be subject to the
audit requirements contained in the
Single Audit Act Amendments of 1996
{31 U.8.C. 7501-7507) and revised OMB
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Circunlar  A-133, UAundits  of  States,
Local Governments, and Non-Profit Or-
ganizations ™’

{h) State and local governments shall
be subject vo the audit reguirements
contained in the Single Audit Act
Amendments of 1896 (31 U.B.C. 7501-
7507) and revised OMB Circular A-133,
“Audits of States, Local Governments,
and Non-Profit Organizations.™

(¢) For-profit hospitals not covered
by the aundit provisions of revised OMB
Circular A-133 shall be subject tc the
andit requirements of the Federal
awarding agencies.

(d) Commercial organizations shall
be subject to the audit requirements of
the Federal awarding agency or the
prime recipient, as incorporated inbto
the award document.

§215.27 Allowable costs.

For each kKind of recipient, there i a
set of Federal principles for deter-
mining allowable costs. Allowabilify of
costs shall be determined in accord-
ance with the cost principles applicable
1o the entity incurring the cests. Thus,
allowability of costs incurred by State,
lpca)l or federally-recognized Indian
tribal governments is determined in
accordance with the provisions of 2
CFR part 225, “Cost Principles for
State, Loeal, and Indian Tribal Govern-
ments (OME Circular A-87."" The allow-
ability of costs incurred by non-profit
organizations is determined in accord-
ance with the provisions of 2 CFR part
230, “‘Cost Principles for Non-Profit Or-
ganizations (OMB Circular A-122)." The
allowability of coste incurred by insti-
tutions of higher education is deter-
mined in accordance with the provi-
sions of 2 CFR part 220, “Cost Prin-
cipies {for ZEducational Institutions
{(OMB Circular A-21)." The allowability
of costs incurred by hospitals is deter-
mined in accerdance with the provi-
sions of Appendix E of 45 CFR part 74,
“Principles for Determining Costs Ap-
plicable to Research and Development
Under Granus and Contracts with Hos-
pitals.” The allowability of costs in-
curred by commercial organizations
and those non-profit organizations list-
ed in Attachment C to CGircular A-122 i
determined in accordance with the pro-
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visions of the Federal Acguisition Reg-
nlation (FAR) at 48 CFR part 31.

{70 FE 51880, Aug. 31, 2005]

£215.28 Period of avallability of funds.

Where a funding period is specified, &
recipient may charge to the grant only
allowable costs resulting from obliga-
tions incurred during the funding pe-
riod and any pre-award costs author-
ized by the Federal awarding agency.

$215.29 Conditional exemptions.

fa)y OMB authorizes conditicnal ex-
emption from OMB administrative re-
gquirements and cost principles circu-
lars for certain Federal programs with
statutorily-anthorized consolidated
planning and consolidated adminisira-
tive funding, that are identified by a
Federal agency and approved by the
head of the Executive departiment or
establishment. A Federal agency shall
consult with OME during its consider-
ation of whether to grant such an ex-
emption.

(b)Y To promote efficiency in State
and local program administration,
when Federal non-entitlement pro-
grams with common purpeses have spe-
cific statutorily-authorized consoli-
dated planning and consolidated ad-
ministrative funding and where most of
the State agency's resources come
from non-Federal sources, Federal
agencies may exempt these covered
State-administered, non-entitlement
grant programs from certain OMB
grants management requirernents. The
exemptions would be from:

(1) The reguirements in 2 CFR part
225, “'Cost Principles for State, Local,
and Indian Tribal Governments (OMB
Circular A-87)" other than the
aliocability of costs provisions that are
contained in subsection C.3 of Appendix
A to that part;

(%) The requirements in 2 CFR part
220, “Cost Principles for Educational
Institutions {(OMZB Circular A-21)"
other than the allocability of costs pro-
visions that are contained in paragraph
C.4 in section C of the Appendix to that
part,

(3) The requirements in 2 CFR part
230, **Cost Principles for Non-Profit Or-
ganizations {OMB Circular A-122)"
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other than the allocability of costs pro-
visions that are in paragraph A4 in
section A of Appendix A to that part,

(4) The administrative reguirements
provisions of part 215 (OMB Circular A-
110, “Unifoerm Administrative Reguire-
mernts for Grants and Agreements with
Institutions of Higher Education, Eos-
pltals, and Other Non-Profit Organiza-
tlons,”); and

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

(¢) When a Federal agency provides
this ftexibility, as a prerequisite to a
State's exercising this opticn, a State
must adopt its own written fiscal and
administrative requirements for ex-
pending and accounting for all funds,
which are counsistent with the provi-
gsions of 2 CFR part 225, “Cost Prin-
ciples for State, Local, and Indian
Tribal Governments (OMEB Circular A~
87y and sxtend such policies to all sub-
recipients. These fiscal and administra-
tive requirements must be sufficiently
specific to ensure that: funds are used
in compliance with all applicable Fed-
eral statutory and regulatory provi-
slons, costs are reasonable and nec-
essary for operafing these programs,
and funds are not be used for gensral
expenses required %o carry out other
responsibilities of a State or its sub-
recipients,

[ FR 2820, May 11, 2004, as amended at M0
FR 5188%, Aug. 31, 2005]

PROPERTY STANDARDS

§216.30 Purpose of property stand-
ards.

Sections 215.31 through 21537 set
forth uniform standards governing
management and disposition of prop-
erty furnished by the ¥esderal Govern-
meng whose cost was charged to a2
project supported by a Federal award.
Federal awarding agencies shall re-
quire re¢ipients to observe these stand-
ards under awards and shall not impose
additional requirements, unless specifi-
cally required by Federal statute. The
recipient may use its own property
management standards and procedures
provided it observes the provisions of
§215.31 through §215.37.
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§215.31 Insurance coverage,

Recipients shall, at a minimum, pro-
vide the equivalent insurance coverage
for real property and equipment ac-
quired with Federal funds as provided
tc property owned by the recipient.
Federally-owned property need not be
insured unless reguired by the terms
and conditions of the award.

§216.32 Real property.

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

(&) Title to real property shall vest in
the recipient subject to the condition
that the recipient shall use the real
property for the anthorized purpose of
the project as long as i% is needed and
shall not encumber the property with-
out approval of the Federal awarding
AgENcy.

{b) The racipient shall obtain written
approval by the Federal awarding agen-
cy for the use of real property in other
federally-sponsored projects when the
recipient determines that the property
is no lonper needed for the purpose of
the original project. Use in other
projects shall be limited 5o those under
federally-sponsored projects (i.e.,
awards) or programs that have pur-
poses consistent with those authorized
for support by fthe Federal awarding
agency.

() When the real propersy is no
longer needed as provided in para-
graphs (a) and (b) of &his section, the
recipient shall request disposition in-
structions from the Federal awarding
agency or 1ts successor Federal award-
ing agency. The Federal awarding
agency shail observe one or more of the
fotlowing disposition instructions.

(1) The recipient may be permitted to
retain title without further obligation
to the Federal Government after it
compensates the Federal Government
for that percentage of the current fair
market value of the property atsrib-
utable to the Federal participation in
the project.
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{2) The recipient may be directed w
sell the property under guidelines pro-
vided by the Federal awarding agency
and pay the Federal Government for
that percentage of the current [alr
market value of the property attrib-
utable to the Federal participation in
the project (after deducting actual and
reascnable selling and fix-up expenses,
if any, frem the sales proceeds). When
the recipient is authorized or required
to sell the property, proper sales proce-
dures shall be estahlished that provide
for competition to the extent prac-
ticable and result in the highest pos-
sible return.

(3) The recipient may be directed to
transfer title to the property to the
Federal Government or to an eligible
third party provided that, in such
cases, the recipient shall be entitled to
compensation for its attributable per-
centage of the current fair market
value of the property.

§215.33 Federally-owned and exempt
property.

(a) Federaily-owned property. (1) Title
to federally-owned property remains
vested in the Federal Government. Re-
cipients shall submit annually an in-
ventory listing of {federally-owned
property in their custody to the Fed-
eral awarding agency. Upon completion
of the award or when the property is no
longer needed, the recipient shall re-
port the property to the Federal award-
ing agency for further Federal agency
utilization.

(2) If the Federal! awarding agency
has no further need for the property, it
shall be declared excess and reported to
the General Services Administration,
unless the Federal awarding agency
has statntory authority to dispose of
the property by alternative methods
(e.g., the anthority provided by the
Federal Technology Transfer Aci (15
T.8.C 370 (1) to donate research
squipment to educational and non-prof-
it organizations in accordance with
E.O. 12821, “Improving Mathematics
and BScience Education in Support of
the Naticnal Education Goals” (57 FR
54285, 3 CFR, 1992 Comp., p. 323)). Ap-
propriate instructions shall be issued
to the recipient by the Federal award-
ing agency.

§215.34

(b; Exemp: property. Whern statutory
aushority exists, the Federal awarding
agency has the option o vest title to
propervy acguired with Federal funds
in the recipient without further obliga-
tion 0 the Federal Government and
under conditions the Federal awarding
agency considers appropriate. Such
property is ‘‘exempt property.”’ Should
& Federal awarding agency not esuvab-
lish conditions, title to exempt prop-
8rty upon acquisition shall vest in the
recipient without further obligation to
the Federal Government.

§215.34 Eguipment,

{a) Title to equipment acquired by a
reciplent with Federal funde shall vest
in the recipient, subject to conditions
of this section.

(b} The recipient ghall not use equip-
ment acguired with Federa! funds to
provide services to non-Federal outside
organizations for a fee that is less than
private companies charge for equiva-
lent services, unless specifically au-
thorized by Federal statute, for as long
as the Federal Government retains an
interest in the eguipment.

(c) The reciplent shall nse the equip-
ment in the project or program for
which it was acguired as long as need-
ed, whether or not the project or pro-
gram continnes to be supported by Fed-
eral funds and shall not encumber the
property without approval of the Fed-
eral awarding agency. Wheb nco longer
nieaded for the original project or pro-
gram, the recipient shall use the equip-
ment in connection with its other {ed-
erally-sponscred activities, in the foi-
lowing order of priority:

(1) Activities sponsored by the Fed-
eral awarding agency which funded the
original project, then

(2) Activities sponsored by other Fed-
eral awarding agencies.

(d) During the time that eguipment
is used on the project or program for
which it was acquired, the recipient
shall make it avallable for use on other
projects or programs if such other use
will not interfere with the work on the
project or program for which the egunip-
ment was originally acquired. First
preference for such other use shall he
given to other projects or programs
sponsored by the Faoderal awarding
agency that financed the equipment;

-
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second preference shall be given to
projects or programs sponsored by
other Federal awarding agencies. If the
equipment is owned by the Federal
Government, use on other activities
not. gponsored by the Federal Govern-
ment ghall be permissible If authorized
by the Federal awarding agency. User
charges shall be treated as program in-
come.

{e) Wnen acqulring replacement
equipment, the recipient may use the
equipment tc be replaced as trade-in or
sell the equipment and use the pro-
ceeds to offset the costs of the replace-
ment equipment subject to the ap-
proval of the Federal awarding agency.

(fi The recipient's property manage-
maent gbandards for equipment acquired
with Federal funds and federally-owned
eguipment shall inciude all of the fol-
lowing:

(1) Equipment records shall be main-
tained accurately and shalit includs the
following information.

(1) A description of the equlpment.

(i1 Manufacturer’s serial number,
model number, Federal stock number,
national stock number, or other identi-
fication number.

(1i1) Source of the equipment, includ-
ing the award number,

(iv) Whether title veats in the recipt-
ent or the Federal Government.

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

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

(vti) Liocation and condition of the
equipment and the date fthe informa-
tion was reported.

{viii) Unit acguisition cost.

(ix)} Ultimate disposition data, in-
cinding date of disposal and sales price
or the method used to determine cur-
rent fair market value where a recipt-
ent compensates the Federal awarding
agency for ite share.

(2) BEquipment owned by the Federal
Government shall be identified fo indl-
cate Federal ownership.

(3) A phystical inventory of equipment
shall be taken and the results rec-
onciled with the equipment records at
least once every two years. Any dif-
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ferences between gquantities deter-
mined by the physical inspection and
those shown in the accounting records
shall be investigated to éetermine the
causes of the difference. The recipient
shall, in connection with the inven-
tory, verify the existence, current uti-
lization, and continued need for the
equipment.

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

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

(6) Where the recipient is authorized
ot required to sell the equipment, prop-
er sales procedures shall be established
which provide for competition to the
extent practicable and result in the
highest possible return.

(g) When the recipient no longer
needs the equipment, the eguipment
may be used for other activities in ac-
cordance with the following standards.
For equipmsent with a current per unit
fair market value of $5000 or more, the
recipient may retain the equipment for
other uses provided that compensation
is made to the original Federal award-
ing agency or Iits 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 tc 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 awarding agency. The Federal
awarding agency shail determine
whether the eguipment can be used to
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 by the Federal awarding
agency to determine whether a require-
ment for the equipment exists in other
Federal agencies. The Faderal award-
ing agency shall issue instructions to
the recipient no later than 120 calendar
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dave after the reciplent’s request and
the following procedures shall govern.

(1) If sc instrocied or if disposition
instructions are not issued within 120
calendar days after the recipient’s re-
guest, the recipient shall sell the
equipment and reimburse the Federal
awarding agency an amount computed
by applying to the sales proceeds the
percentage of Federal participation in
the cost of the original project or pro-
gram. However, the recipient shall be
permitied to deduct and retain from
the Federal share $500 or ten percent of
the proceeds, whichever is less, for the
recipient’s selling and handling ex-
DELEES.

2y If the recipient is instrucied to
ship the equipment elsewhere, the re-
cipient shall be reimbursed by the Fed-
eral Government by an amount which
is computed by applying the percent-
age Of the recipient’s participation in
the cost of the original project or pro-
gram to the current fair market value
of the egquipment, plus any reascnable
shipping or interim storage costs in-
curred,

{3) If the recipient is Instructed to
otherwise dispose of the eguipment, the
recipient shall be reimbursed by the
Federal awarding agency for such costs
incurred in its disposition.

(4) The Federal awarding agency may
reserve the right to transfer the title
to the Federal Government or to a
third party named by the Federal Gov-
ernment when such third party is oth-
erwise eligible under existing statutes.
Such transfer shall be subject to the
foliowing standards.

(i) The equipment shall be appro-
priately identified in the award or oth-
erwise made known to the recipient in
writing,

(ii} The Federal awarding agency
ghall issue disposition instructions
within 120 calendar days after receipt
of a final inventory. The final inven-
tory shall st all equipment acguired
with grant funds and federally-owned
eguipment. If the Federal awarding
agency fails to issue disposision in-
structions within the 120 calendar day
period, the recipient shall apply the
standards of this section, as appro-
priate,

(i) When the Federal awarding
agency exercises its right to take title,

§215.36

the eguipmeni snhall be subject to the
provisiong for federally-owned eguin-
ment.

£215.36 Supplies
able property.

(a) Title to supplies and other ex-
pendable property shall vest in the re-
cipient upon acguisitien. If there is a
residual inventory of unused supplies
exceeding $5000 in total aggregate
value upon termination or completion
of the project or program ang the sup-
plies are not needed for any other fed-
erally-sponsored project or program,
the recipient shall retain the supplies
for use on non-Federal sponsored ac-
tivities or sell them, but shzll, in ei-
ther case, compensate the Federal Gov-
ernment for its share. The amount of
compensation shall be computed in the
same manner as for equipment.

(b} The recipient shall not use sup-
plies acquired with Federal funds to
provide services 10 non-Federal outside
organizations for a fee that is less than
private companies charge for equiva-
lent services, unless specifically au-
thorized by Federal statute as long as
the Federal Government retains an in-
terest in the supplies.

and other expend-

§215.36 Intangible property.

{a} The recipient may copyright any
work thai is subject to copyright and
wags developed, or for which ownership
was purchased, under an award. The
Federal awarding agency(ies) reserve a
royalty-free, nonexclusive and irrev-
ocable right to reproduce, publish, or
otherwise use the work {for Federal pur-
poses, and to authorize others to do so.

(b) Recipienis are subject to applica-
ple regulations governing patents and
inventions, including government-wide
regulations issued by the Department
of Commerce at 37 CFR part 401,
YRights to Inventions Made by Non-
profit Organizations and Small Busi-
nese Firms Under Government Grants,

Contracts and Cooperative Agree-
mente.”’

(¢) The Federal Geovernment has the
right to:

(1) Obtain, reproduce, publish or oth-
erwise use the data {irst produced
under an award.




§215.37

Yy Authorize others to receive, repro-
duce, publish, or otherwise use such
data for Federal purposes.

fd) (1) In addition, in response Lo a
Freadom of Information Act (FOILA) re-
quest for research data relating o pub-
lished research findings produced under
an award that was used by the Federal
Ggovernment in developing an agency
action that has the force and effect of
law, the Federal awarding agency shall
request, and the recipient shall pro-
vide, within a reasonable time, the re-
search data so that they can be made
avaitable to the public through the pro-
cedures established under the FOIA. If
the Federal awarding agency obfalns
the research data solely in response o
a FOIA request, the agency may charge
the requester a reasonable fee equaling
the full incremental cost of obtaining
the research data. This fee shounld re-
flect costs incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This fee is in addition to any fees
the agency may assess under the FOIA
(5 U.8.0. 552(a)(4)(A)).

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

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

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

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

(i1y Published is defined as elther
when.:

(A) Research findings are published
in a peer-reviewed scientific or tech-
nical journal; or
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(BR) A Federal agency publicly and of-
ficially cites the research findings in
support of an agency action that has
the foree and effect of law.

(111) Used by the Federal Government
in deveioping ar agency action that
has the force and effect of law 1s de-
fined as when an agency publicly and
officially cites the research findings in
support of an agency actlon that has
the force and effect of law.

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

{60 FR 26281, May 11, 2004, as amended at 70
FR 51881, Aug. 31, 2004]

§2156.37

Real property, equipment, intangibie
property and debt instruments that are
acquired or improved with Federal
funds shall be held in trust by the re-
cipient as trustee for the beneficiaries
of the project or program under which
the property was acquired or improved.
Agencies may require recipients to
record leng or other appropriate no-
tices of record to indicate that per-
sonal or real property has been ac~
guired or improved with Federal funds
and that use and disposition conditions
apply to the property.

Property trust relationsbip.

PROCUREMENT STANDARDS

§215.40 Purpose of

standards.

Sections 21541 through 215.48 set
forth standards for use by reciplents in
establishing procedures for the pro-
curement of supplies and other expend-
ahle property, equipment, real property
and other services with Federal 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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of applicable Federal statutes and ex-
ecitive orders. Mo additionzl procure-
ment standards or reguirements shall
e imposed by the Federal awarding
agencles upon reclplents, unless spe-
cifically reguired by Federal statute or
executive order or approved by CME.

$215.41

The standards contained in this sec-
tion do not relieve the recipient of the
contractual responsibilities arising
under its contract(s). The recipient is
the responsible authority, withouat re-
course to the Federal awarding agency,
regarding the settlement and satisfac-
tion of all contractual and administra-
tive izsues arising out of procurementis
antered into in suppert of an award or
other agreement. This includes dis-
putes, claims, protests of award, source
evaluation or cther matters of a con-
tractual nature. Matters concerning
violation of statute are to be referred
to sauch Pederal, State or local author-
ity as may have proper jurisdiction.

Recipient responsibilities.

£215.42 Codes of conduct.

The recipient shall maintain written
standards of conduct governing the
performance of ite employees engaged
in the award and administration of
contracts. No employee, officer, or
agent shall participate in the selection,
award, or administration of & contract
supported by Federal funds if a real or
apparent conflict of interest would be
invelved. Such a conflict would arise
when the employee, officer, or agent,
any member of his or her immediate
family, his or her pariner, or an Orga-
nization which emplioys or is about to
employ any of the parties indicated
herein, has a financial or other interest
in the firm selected for an award. The
officers, employees, and agents of the
recipient shall neither solicit nor ac-
cept gratuities, favors, or anything of
monetary value from contractors, or
parties to subagreements. However, re-
cipients may set standards for situa-
tions in which the financial interest is
not substantial or the gift is an unso-
licited item of nominal value. The
standards of gonduct shall provide for
disciplinary actions to be applied for
violations ¢f such standards hy offi-
cers, employees, or agents of the re-
cipient.
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£215.48 Competition,

All procurement transactions shail
he conducted in a4 manner ic provide,
Lo the maximum extent practical, open
and free competition. The recipient
shall be alert to organizaticnal con-
flicts of interest as well as noncompeti-
tive practices among contractors that
may restrict or eliminate competition
or otherwise resirain trade. In order to
ensure objective contractor perform-
ance and eliminate unfair competitive
advantage, contractors that develop or
draft specifications, requirements,
statements of work, invitations for
bids and/or requests for proposals shall
be excluded from competing for such
procurements. Awards shall be made to
the bidder or offeror whose bid or offer
is responsive t0 the solicitation and is
most advantageous to the recipient,
price, quality and other factors consid-
ered. Solicitations shall clearly set
forth all requirements that the bidder
or offeror shall fulfill in order for the
bid or offer to be evaluated by the re-
cipient. Any and all bids or offers may
be rejected when it is in the recipient’s
interest to do so.

§215.44 Procurement procedures.

(a) A1l recipients shall establish writ-
ten procurement procedures, These
procedures shall provide for, at a min-
imum, that paragraphs {a)(1), (2) and
(3) of this section apply.

{1) Recipients avoid purchasing un-
necessary items.

{2y Where appropriate, an analysis is
made of lease and purchase alter-
natives to determine which would be
the most econcmical and practical pro-
curement lor the Federal Government,

(3) Solicitations for goods and serv-
ices provide for all of the following.

(1) A clear and accurate description
of the technical reguirements for the
material, product or servige to be pro-
cured. In competitive procurements,
such a2 description shall mot contain
features which unduly restrict com-
petition.

(i) Reguirements which the bidder/
offeror must fulfill and all other fac-
tors $0 be used in evaluating bids or
proposals.

(ii1) A description, whenever prac-
ticable, of technical reguirements in
terms of functions to be performed or
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performance reguired, including the
range of acceptable characteristics or
minimum acceptable standards.

(iv) The specific features of ‘‘brand
name or equal'’ descriptions that bid-
ders are reguired to meet when such
iterns are included in the solicitation.

(v) The acceptance, to the extent
practicable and economically feasible,
of products and services dimensioned in
the metric system of measurement.

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

(b) Positive efforts shall be made by
recipients to utilize small businesses,
minority-owned firms, and women's
business enterprises, whenever pos-
sible., Recipients of Federal awards
shall take all of the following steps to
further this goal.

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

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

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

small businesses, minority-owned
firms, and women’s business enter-
prises.

{4} Bncourage contracting with con-
sortiums of amall businesses, minority-
owned firms and women's business en-
terprises when a conftract is too large
for one of these firms to handle individ-
nally.

(5) Use the services and agsistance, as
appropriate, of such organizations as
the Small Business Administration and
the Department of Commerce's Minor-
ity Business Development Agency in
the solicitation and uatilization of
smalil businesses, minority-owned firms
and women's business enterprises.

(c) The type of procuring instruments
used (e.g., fixed price contracts, cost re-
imbursable contracts, purchase orders,
and incentive contracts) shall be deter-
mined by the recipient but shall be ap-
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propriate for the particular procure-
ment and for prometing the hest inter-
est of the program or project involved.
The “eost-plus-a-percentage-of-cost™”
or ‘“‘percentage of construction cost"
methods of contracting shall not be
used.

(d) Contracts shall he made only with
responsible contractors who possess
the potential abllity to perform Ssuc-
cessfully under the terms and condi-
tions of the proposed procurement.
Consideration shall be glven to such
matters ag contractor integrity, record
of past performance, financial and
technical resources or accessibility to
other necessary resources. ln certain
circumstances, contracts with certain
parties are restricted by agencies’ im-
plementation of E.O.s 125649 and 12689,
“Debarment and Suspension.”

(e) Recipients shall, on request, make
avallable for the Federal awarding
agency, pre-award review and procure-
ment documents, such as request for
proposales or invitations for bids, inde-
pendent cost estimates, etc., when any
of the {ollowing conditions apply.

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

(2) The procurement is expected to
exceed the small purchase thresheld
fixed at 41 U S.C. 403 (11) (currently
$25.000) and is to be awarded without
competition or only one bid or offer is
recelved in response to a solicitation.

(3) The procurement, which is ex-
pected to exceed the small purchase
threshold, specifies a “‘brand name’
product.

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

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

§215.45 Cost and price analysis.

Some form of cost or price analysis
shall be made and documented in the
procurement files in connection with
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every procurerment action. Price anal-
ysiz may be accomplished in various

ways, including the comparison of
price quotations submitted, market
prices and similar indicia, together

with discounts. Cost analysis is the re-
view and evaluation of each element of
cost  to  determine reasonableness,
aliocability and allowability.

§215.46 Procurement records.

Procurement records and files for
purchases in excess of the small pur-
chase threshold shall include the fol-
lowing at a2 minimum:

(a) Basis for contractor selection;

(b) Justification for lack of competi-
tion when competitive bids or offers
are not obtained; and

(¢} Basis for award cost or price.

£21547 Contract administration.

A systemn for contract administration
shall be maintaired to ensure con-
tractor conformance with the terms,
conditions and specifications of the
contract and to ensure adeguate and
timely follow up of ail purchases. Re-
cipients shall evaluate contractor per-
formance and document, as appro-
priate, whether contractors have met
the terms, conditions and specifica-
tions of the contract.

§216.48 Contract provisions.

The recipient shall include, in addi-
tion to provisions to define & sound and
complete agreement, the following pro-
visions in all contracts. The Iollowing
provisions shall also be applied to sub-
contracts.

(a) Contracts in excess of the small
purchase thresheld shall contain con-
tractual provisions or conditions that
allow for administrative, contractual,
or legal remedies in instances in which
a contractor violates or breaches the
contract terms, and provide for such

remedial actions a8 may be appro-
priate,
(by All contracts in excess of the

small purchase threshold shall contaln
suitable provisions for termination by
the recipient, including the manner by
which termination shall be effected
and the basis for settlement. In addi-
tion, such contracts shall describe con-
ditions under which the contract may
be terminated {or defanlt as well as
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conditions where the contract may be
terminated becatse of circumstances
beyond the control of the contractor.

{c) Except as otherwise required by
statute, an award that reguires the
contracting (or suebecontracting) for
construction or facility improvements
shall provide for the recipient to follow
its own requirements relating to bid
puarantees, performance bonds, and
payment bonds unless the construction
contract or  subcontract exceeds
$100,000. For those contracts or sub-
contracts exceeding $100,000, the Fed-
gral awarding agency may accept the
bonding policy and requirements of the
recipient, provided the Federal award-
ing agency has made a determination
that the Federal Government's interest
is adeguately protected. If such a de-
termination has not been made, the
minimum requirements shall be as fol-
lows.

(1) A bid guarantee from sach bidder
equivalent to five percent of the bid
price, The “bid guarantee’ shall coh-
sist of a firm commitment such as a
bid bond, certified check, or other ne-
gotiable instrument accompanying a
bid as assurance that the bidder shall,
npon acceptance of his bid, execute
such contractual documents as may be
required within the time specified.

(2) A performance bond on the part of
the contractor for 100 percent of the
contract price. A ‘“‘performance bond”
is ons executed in connection with a
contract to secure fulfillment of all the
contractor’s obligations under such
conract.

(3) A payment bond on the part of the
contractor for 100 percent of the con-
tract price. A “payment bond” is one
executed in connection with a contract
to assnure payment as required by stat-
ute of all persons supplying labor and
material in the execution of the work
provided for in the contract.

(4) Where bonds are required in the
situations described herein, the bonds
shall be obtained from companies hold-
ing certificates of authority as accept-
able sureties pursuant to 31 CFR part
223, “'Burety Companies Doing Business
with the United States.”

(d) All negotiated contracts (except
those for less than the small purchase
threshold) awarded by recipients shall
include a provision to the effect that
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the recipient, the PFederal awarding
agency, the Comptrotier General of the
United States, or any of their duly au-
thorized representatives, shall have ac-
cess Lo any bools, documentis, papers
and records of the contractor which are
directly pertinent to a specific pro-
gram for the purpose of making audits,
examinations, excerpts and tran-
scriptions.

te) All contracts, including small
purchases, awarded by recipients and
their gontractors shall contaln the pro-
curement provisions of appendix A to
this part, as applicable.

REPORTS aND RECORDS

of

§215.50 Purpose reports and

records.

Sections 215.51 through 21553 set
forth the procedures for monitoring
and reporting on the recipient’s finan-
cial and program performance and the
necessary standard reporting forms.
They also set forth record retention re-
guirements.

§215.51 Monitoring and reporting pro-
gram performance.

{2} Recipients are responsible for
managing and monitoring each project,
program, sabgward, function or activ-
ity supported by the award. Recipients
shall monitor subawards 1o ensure sub-
recipients have met the audlt require-
ments as delineated in §215.26.

{b} The Pederzl awarding agency
shall prescribe the freguency with
which the performance reports shall be
submitted. Except as provided in
§215.51(f), performance reports shall
not be required more frequently than
quarterly or, less frequently than an-
nually. Annual reports shall be due 80
calendar days after the grant year;
quarterly or semi-annual reports shall
be due 30 days after the reporting pe-
ricd. The Federal awarding agency may
require annnal reports before the anni-
versary dates of multiple year awards
in lieu of these requirements. The final
performance reporis are due ¥ cal-
endar days after the expiration or ter-
mination of the award.

(¢} If inappropriate, a final technical
or performance report shall not be re-
quired after completion of the project.
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(d) When required, performance re-
ports shall generally contain, for each
award, brief information on each of the
following.

{13 A comparison of actual accom-
plishments with the goals and objec-
tives established for the pericd, the
findings of the investigator, or both.
Whenever appropriate and the output
of programs or projects can be readily
guantified, such guantitative data
shouid be related to cost data for com-
putation of unit costs.

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

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

(e) Recipients shall not be required to
submit more than the original and two
coples of performance reports.

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

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

(h) Federal awarding agencies shall
comply with clearance requirements of
5§ CFR part 1320 when requesting per-
formance data from reciplents.

§216.52 Financial reporting.

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

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

(1) Bach Federal awarding agency
shall require recipients to use the SPF-
269 or SF-269A to report the status of
funds for all nonconstruction projects
or programs. A Federal awarding agen-
cy may, however, have the option of
not requiring the SF-269 or SF-265A
when the SF-270, Regusest for Advance
or Reimbursement, or SF-272, Report
of Federal Cash Transactions, is deter-
mined to provide adequate information
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Lo meet its needg, except that a final
BF-268 or SF-2694 shall be required at
the completion of the project when the
SF-270 15 used only for advances.

(11) The Federal awarding agency
shall prescribe whether the report shall
be on a cash or accrual basis. If the
Federa! awarding agency requires ac-
crual information and the recipient’s
accounting records are not normally
kept on the accroal basis, the recipient
shall not be required to convert its ac-
counting system, but shall develop
such accrual information through best
estimates based on an analysis of the
documentation on hand.

(1ii) The Federal awarding agency
shall determine the frequency of the
Financial Status Report for each
project or prograrn, considering the
size and complexity of the particular
project or program. However, the re-
port shall not be reguired more fre-
guently than gquarterly or less fre-
guently than annually. A final report
shall be reguired at the completion of
the agreement.

(iv) The Federal awarding agency
shall require recipients to submit the
SP-269 or SF-2694 (an original and no
more than two copies) no later than 3¢
days alter the end of each specified re-
porting pericd for quarterly and semi-
annnal reporte, and 90 calendar days
for annual and final reports. Exten-
sions of reporting due dates may be ap-
preoved by the Federal awarding agency
upon request of the recipient.

(2y SF-272, Report of Federal Cash
Transactions.

(i} When funds are advanced to re-
ciplents the Federal awarding agency
shall require each recipient {0 submit
the SF-272 and, when necessary, its
continuation sheet, 8F-272a. The Fed-
eral awarding agency shall use this re-
port Lo monitor cash advanced Lo re-
cipients and Lo obtain disbursement in-
{ormation for each agreemen{ with the
recipients.

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

(iii} When practical and deemed nec-
essary, Federal awarding agencies may
require recipients to report in the
“Remarks’” section the amount of cash
advances received in excess of three

§215.52

days. Recipients shall provide short
narrative explanations of actions taken
to reduce the excess halances,

{ivy Recipients shall be reguired to
submit not more than the original and
two copies of the SF-272 156 calendar
days following the end of eath guarier.
The Federal awarding agencies may re-
guire a monthly report {rom those re-
cipients receiving advances totaling 31
millicnt Or more per year.

{v) Federal awarding agencies may
waive the reguirement for submission
of the SF-272 for any one of the {ol-
lowing reasons:

(A) When monthly advances do not
exceed $25,000 per recipieni, provided
that such advances are monitored
through other forms contained in this
section;

(B) I, in the Federal awarding agen-
cy'e opinion, the recipient’'s accounting
controls are adegquate to minimize ex-
cessive Federal advances; or,

(C) When the electronic payment
mechanisms provide adequate data.

{by When the Federal awarding agen-
cy needs additional information or
more Irequent reports, the following
shall be observed.

(1) When additional information is
needed to comply with legislative re-
quirernents, Federal awarding agencies
shall issue instructions to require re-
cipients to submit such information
under the “'Remarks’’ section of the re-
porLs.

(2) When a Federal awarding agency
determines that a recipient’s account-
ing system does not meet the standards
in §215.21, additional pertinent infor-
mation to further monitor awards may
be obtained upon written notice to the
recipient until such time as the system
is brought up to standard. The Federal
awarding agency, in obtaining this in-
formation, shall comply with report
clearance requirements of & CFR part
1324,

{3) Federal awarding agencies are en-
couraged to shade out any line item on
any report if not necessary.

(4) Federal awarding agencies may
accept the identical information from
the recipients in machine readapble for-
mat or computer printoats or elec-
tronic cutputs in lieu of prescribed for-
mals.
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(5) Federal awsarding agencies may
provide computer or electronic ocutputs
to recipients when such expedites or
contribuies to the accuracy of report-
ing.

$215.58 Retention and access require-
ments for records.

(a} This sectlon sets forth require-
ments for record retention and access
to records for awards fo recipients.
Federal awarding agencies shall not
impose any other record retention or
access requirements upon recipients.

(b Pnancial records, supporting doc-
uments, statistical records, and all
other records pertinent to an award
shall be retained for a period of three
yvears from the date of submission of
the final expenditure report or, for
awards that are renewsd guarteriy or
annually, from the date of the submis-
sion of the guarterly or annual finan-
cial report, as anthorized by the Fed-
eral awarding agency. The only excep-
tions are the following.

(1) I any litigation, claim, or audit is
started before the expiration of the 3-
year period, the records shall be re-
tained until all litigation, claims or
audit findings involving the records
have been resolved and {inal action
taken.

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

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

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

{c} Copies of original records may be
substituted for the original records if
authorized by the Federal awarding
Agency.

(d) The Federal awarding agency
shall request transfer of certain
records to its custody from recipients
when it determines that the records
possess long term retention value.
Eowever, in order to avoid duplicate
recordkeeping, a Federal awarding
agency may make arrangements for re-
cipients to retain any records that are
continnously needed for joint use.

64

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

{e) The Federal awarding agency, the
Inspactor General, Comptroller Gen-
eral of the United States, or any of
their duly authorized representatives,
have the right of timely and unre-
stricted access to any bocks, docu-
ments, paperg, or other records of re-
cipients that are pertinent to Gthe
awards, in order bo make audits, ex-
aminations, excerpts, transcripts and
coples of such documents. This right
also includes timely and reasonabie ac-
cess to a recipient’s personnel for the
purpose of Interview and discussion re-
lated to such documents. The rights of
access in this paragraph are not lim-
ited to the required retention pericd,
but shall last as long as records are re-
tained.

() Unless required by statute, no
Federal awarding agency shall place
restrictions on recipients that limit
public access to the records of recipi-
ents that are pertinent to an award, ex-
cept when the Federal awarding agency
can demonstrate that such records
shall be kept confidential and would
have been exempted from disclosure
pursuant to the Fresdom of Informa-
tion Act (6 U.S.C. 552} if the records
had belonged to the Federal awarding
AgEnNcy.

(g) Indirect cost rate proposels, cost al-
locations plans, ete. Paragraphs (g)1)
and (g¥2) of this gection apoly fo the
following types of documents, and their
supporting records: indirect cost rate
computations or proposals, cost alloca-
tion plans, and any similar acecounting
computations of the rate at which a
particular group of costs is chargeable
(such as computer usage chargeback

rates or composite fringe benefit
rates).

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

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

(2) If not submitted for negotiction. If
the rescipient is not required to submit
to the Federal awarding agency or the
subrecipient is not required to submit
to the recipient the proposal, plan, or
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uther computation for negotiation pur-
poses, then the 3-year retention period
{or the proposal, plan, or other com-
putation and its supporting records
starts at the end of the fiscal year (or
other accounting period) covered LY
the proposal, plan, or other computa-
tion.

TERMINATION AND ENFORCEMENT

£815.60 Purpose of termination and
enforcement.

Sections 215.61 and 215.62 set forth
uniform sospension, termination and
enforcement procedures.

§215.61 Termination.

() Awards may be terminated in
whole or in part only i paragraphs
(&)1, (D or () of this section apply.

(1) By the Pederal awarding agency,
if a recipient materially fails to com-
ply with the terms and conditions of an
award.

(2) By the Federal awarding agency
with the consent of the recipient, in
which case the fwo parties shall agree
upon the termination conditions, in-
cluding the effective date and, in the
case of partial termination, the portion
to be terminated.

(3) By the recipient upon sending to
the Federal awarding agency written
notification setting forth the reasons
for such fermination, the effective
date, and, in the case of partial termi-
nation, the portion to he terminated.
However, if the Federal awarding agen-
cy determines in the case of partial
termination that the rednced or modi-
fied portion of the grant will not ac-
complish the purposes for which the
grant was made, it may terminate the
grant in its entirety under either para-
graphs (a)(1) or (2) of this section.

by Il costs are allowed under an
award, the responsibilities of the re-
cipient referred to in §216.71(a), includ-
ing those for property management as
applicable, ghall be considersd in ths
terminaticn of the award, and provi-
sion shall be made for continuing re-
sponsibilities of the recipient after ter-
mination, as appropriate.

§215.62 Enforcement.

(a) Remedies for noncompliance. If a re-
cipient materially fails to comply with
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the verms and conditions of an award,
whether stated in 2 Federal statute,
regulation, assurance, application, or
notice of award, the Federai awarding
agency may, in addition to imposing
any of the special conditions outlined
in §215.14, take one or more of the fol-
lowing actions, as appropriate in the
circumstances.

(1) Temporarily withhold cash pay-
ments pending correction of the defi-
ciency by the recipient or more ssvere
enforcement action by the Federal
awarding agency.

{2) Disallow {that is, deny both use of
funds and any applicable matching
credit for) all or part of the cost of the
activity or action not in cempliance.

(3) Wholly or partly suspend or ter-
minate the current award.

{4y Withhold further awards for the
project or program.

(5) Take other remedies that may be
legally available.

(b) Hearings and appeals. In taking an
enforcement action, the awarding
agency shall provide the recipient an
opportunity for hearing, appeal, or
other administrative proceeding to
which the recipient is entitled under
any statute or regulation applicable to
the action involved.

(c) Effects of suspension and iermi-
nation. Costs of & recipient resulting
from obligations incurred by the re-
cipient during 2 suspension or after
termination of an award are not allow-
able unless the awarding agency ex-
pressly authorizes them in the notice
of suspension or termination or subse-
guently. Other recipient costs during
suspension or after termination which
are necessary and not reasonably
avoidable are allowable if paragraphs
(¢)(1) and (2) of this section apply.

(1) The costs result from cbligations
which were properly incurrec by the re-
cipient before the effective date of sus-
pension or termination, are not in an-
ticipasion of it, and in the case of a ter-
mination, are noncancellable.

(2) The costs would be allowable if
the award were not suspended or ex-
pired normally at the end of the fund-
ing pericd in which the terminaticn
takes effect.

(d) Relationship to debarment and sus-
pension. The enforcement remedies
identified in this section, including
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suspension and termingtion, do not
preciude a recipient from being subject
to debarment and suspension under
E.0.5 12549 and 12689 and the Federal
awarding agency implementing regula-
tions (see §215.13).

Subpart D—After-the-Award
Requirements

§215.70 Purpose.

Sections 215.71 through 215.73 contain
closeout procedures and o¢fhar proce-
dures for subsequent disallowances and
adjustmensés.

§215.71 Closeout procedures.

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

(n) Unless the Federal awarding agen-
cy authorizes an extension, a recipient
shall liquidate all obligations incurred
under the award not later than 30 cal-
endar days after the funding perlod or
the date of completion as specified in
the terms and conditions of the award
or in agency immplementing Iinstroc-
tions.

(c) The Federal awarding agency
shall make prompt payments Lo a re-
cipient for allowable reimbursable
cests under the award being closed out.

(d) The recipient shall promptly re-
fand any balances of unobligated cash
that the Federal awarding agency has
advanced or paid and that is not au-
thorized to be retained by the recipient
for use in other projects. OMB Circular
A-1729 governs unreturned amounts that
hecome delinquent debts.

(e} When anthorized by the terms and
conditions of the award, the Federal
awarding agency shall make a settle-
ment for any upward or downward ad-
justments to the Federal share of costs
after closeout reports are received.

(fy The recipient shall account for
any real and personal property ac-
quired with Federal funds or received
from the Federal Government in ac-
cordance with §216.31 through §215.37.

(g) In the event & final audit has not
heen performed prior to the closaout of
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an award, the Federal awarding agency
shall retain the right to recover an ap-
propriate amount after fully consid-
ering the recommendations on dis-
allowed costs resulfing from the f{inal
audit.

§215.72 Subsequent adjustments and
continuing responsibilities.

{a) The closeout of an award does not
affect any of the following:

(1) The right of the Federal awarding
agency to disallow costs and recover
funds on the basis of a later andif or
other revisw.

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

(3} Audit requirements in §215.26.

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

(5) Records retention as required in
§215.53.

{0) After closecut of an award, a rela-
tionship created under an award may
be modified or ended in whole or in
part with the consent of the Federal
awarding agency and the recipient,
provided the responsibilities of the re-
cipient referred to in paragraph (a) of
this section, including those for prop-
erty management as applicable, are
considered and provisions made for
continuing responsibilities of the re-
ciplent, as appropriate,

[6¢ FR 26281, May 11, 2004, as amended at 70
FR 51881, Aug. 31, 2005]

§215.73 Collection of amounts due.

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

(1) Making an administrative offset
agalins{ other requests for reimburse-
ments, :

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

(3) Taking other action permiSted by
statute,

(b) Except as otherwise provided by
law, the Federal awarding agency shall
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charge interest on an overdue debtl In
accoraance with 4 CFR Chapter 11,
“Federal Clalms Collection Stand-
ards.”

APPENDIX A TO PArT 215—CONTRACT
PROVISIONS

All contracts, awarded by A reciplent in-
cluging small purchases, shall contain the
1following provisions as applicable;

1. Egual! Employment Opporiunity—All con-
tracts shall centain & provision requiring
compliance with E.O. 11246, ‘'Equal Employ-
ment Opporsunity” (30 FH 12318, 12835, 3
CFE, 1964-1965 Comp., p. 339), as amended by
®.0. 11375, "Amending Executive Order 11246
Relating to Equal ¥Bmployment Oppor-
tunity,” and as supplemented by regulations
at 41 OFR part 60, “Office of Federal Con-
tract Compliance Programs, Equal Employ-
ment Opportunity, Department of Labor.”

2. Copeland “Anti-Kickback' Act (18 U.S.C.
874 and 40 U.8.C. 276c)—A)] contracts and sub-
grants in excess ol 32000 for censtruction or
repair awarded by recipients and subrecipi-
ents shall include a provision for compliance
with the Copeland “Anti-Kickback' Act (18
U.8.C. 874), as supplemenied by Department
of Labor regulations (28 CFR part 3, "“Coh-
tractbors and Subgontractors on Public Build-
ing or Puhlie Work Financed in Whole or in
Part by Loans or Grants from the United
States’”). The Act provides that each con-
tractor or subrecipient shall be prohibited
from inducing, by any means, any person
employed in the construction, completion, or
repair of public work, to¢ give np any part of
the compensation to which he is otherwise
entitied The recipient shall report all sus-
pected or reporied violations to the Federal
awarding agency.

3. Davis-Boeon Act, as amended (40 U.S.C.
276u to o-7}—When required by Federal pro-
gram legislation, all construction contracts
awarded by the recipients and subrecipients
of more than $2000 shall include a provision
{or compliance with the Davis-Bacon Act (40
U.8.C. 276a to a-7) and as supplemented by
Department of Labor regulations (28 CHFR
part 5, “Labor Standards Provisions Applica-
ble to Contracts Governing Federally Fl-
nanced and Assisted Construction’). Under
this Act, contractors shall be reguired 10 pay
wages ¢ Jaborers and mechanies al 2 rate
not less than the minimum wages specified
in 2 wage determination made by the Sec-
retary of Labor. 1n addivien, contractors
shall be required to pay wages not leas than
cnce 2 week. The recipient shall place a copy
of the current prevailing wage determination
issued by the Department of Labor in sach
solicitation and the award of a contract shall
he conditioned upon the acceptance of the
wage determination The recipient shall re-
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port all suspscted o reported-violavlons Lo
the Federal awarding agency.

4 Coniract Work Hours and Sufely Standords
Act (40 U.S.C. 327-333)—Where applicable, all
contracts awarded hy recipients in excess of
$2000 for construction contrachs and in ex-
cess of 32600 {or other contracts that involve
the employment of mechanies or laborers
shall include 2 provision {or compliance with
sections 102 and 107 of the Contract Work
Hours and Safety Standards Act (40 U.S.C.
327-333), as supplemented by Department of
Labor regulations (29 CFR part 5). Under sec-
tion 102 of the Act, each contractor shall be
required to compute the wages of every me-
chanic and laborer on the basis of a standard
work week of 40 hours. Work 1n excess of the
standard work week is permissible provided
that the worker is compensated at a rate of
not less than 132 times the basic rate of pay
{for all hours worked in excess of 40 hours in
the work week. Section 107 of the Act is ap-
plicable to construction work and provides
that no laborer or mechanic shall be required
o work in surroundings or under working
conditions which are unsanitary, hazardous
or dangerous. These requirements do not
apply to the purchases of supplies or mate-
rizls or articles ordinarily avallable on the
open markst, or contracts {or transportation
or transmission of intelligence.

5. Rights to Imuventions Made Under a Con-
tract or Agreemeni—Contracts or agreements
{for the performance of experimental, devel-
opmensal, or research work shall provide for
the rights of the Federal Government and
the recipient in any resuiting invention in
accordance with 37 CFR part 401, “Rights to
Inventions Made by Nonprofit Organizations
and Small Business Firms Under Govern-
ment GCGrants, Contracts and Cooperative
Agreements,” and any implementing regula-
tions issued by the awarding agency.

6. Clean Air Act (42 U.S.C. 7401 ei seq.) and
the Federal Water Pollution Control Al (33
[7.5.C. 1251 st seg.), as amended—Contracts
and subgrants of amounts in excess of
$100,000 shall contain a provision that re-
guires the recipisnt to agree to comply with
all applicable standards, orders or regula-
tlons issued pursuant to the Clean Air Act
(42 U.S8.C. 7401 e! seq.) and the Federal Water
Pollution Control Act as amended (38 U.B.C.
1261 et seg.). Violations shall be reported to
the Federal awarding agency and the Re-
gional Office of the Fnvironmental Protec-
tion Agency {(EFPA).

7. Byrd Anti-Lobbying Amendment (31 U.5.C.
1332)—Contracters who apply or bid for an
award of $100,000 or more shall flle the re-
guired ceriification. Fach tier certifies to
the tier above that it wiil not and has not
used Federal appropriated fnnds to pay any
person or organization for influencing or at-
rempting to influence an officer or ermpioyee
of any agency, a member of Congress, officer
or employee of Congress, or an empleyee of &

f
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Pt. 220

member of Congress in connection with ob-
raining any Federal contract, grant or any
othar award covered by 31 U.5.C. 1352. Each
sler shall also disclose any lobbying with
non-Federal funds that tekes place In con-
naction with obtaining any Federal award.
Such disclosures are forwarded from tler to
tler up to the reclpient.

B. Debarment and Suspension (E.O.s 12548
and 12689)»—A contract award with an
amount expected to equal or sxceed $25.000
and certain other contract awards (see 2 CFR
18G.220) shall not be made to parties listed on
the governmeni-wide Excluded Parties List
System, in accordance with the OMB guide-
lines at 2 CFR part 180 that implement B.0.3
12549 {3 CFR, 1986 Comp., p. 189) and 12689 3
CFR, 1989 Comp., p. 235), “Debarment and
Suspension.” The Excluded Parties List Sys-
tem contalns the names of parties debarred,
suspended, or otherwise excluded by agen-
cles, as well as parties declared ineligible
under statutory or regulatory authority
other than E.O, 12548

[63 FI. 95281, May 11, 2004, as amended at 70
FR 51879, Aug. 31, 2005}

PARTS 216-219 [RESERVED]

PART 220—COQST PRINCIPLES FOR
EDUCATIONAL INSTITUTIONS
(OMB CIRCULAR A-2T)

Sec.

220.5 Purpose.

220.10 Scope.

220.15 Policy.

920,20  Applicability.

220.25 OMB responsibilities.

220.30 Federal agency responsibilities.

220,35 Rifective date of changes.

22040 TRelationship to previous fssuance.

22045 information contact.

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

AUTHORITY: 31 U.S.C. 503; 31 U.S.C. 1113, 41
T.8.C. 405; Reorganization Plan No, 2 of 1970,
E.Q. 11541, 35 FR 10737, 3 CFR, 1986-1970, p.
939,

SOURCE: 70 FR, 51BBl, Aug. 31, 2005, unless
ctherwise noted.

§220.6 Purpose,

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

68

2 CFR Ch. Il (1-1~04 Edition)

§220.10 Scope.

The principles in this part deal with
the subject of cost determination, and
make no attempt to idenftify the cir-
cumstances or dictate the extent of
agency and institutional participation
in the financing of a particular project.
Provision for profit or other increment
above cost 18 outside the scope of this
pars.

§220.16 Policy.

The principles in this part are de-
signed to provide that the Federal Gov-
ernment bear its fair share of total
costs, determined in accordance with
generally accepted accounting prin-
ciples, except where restricted or pre-
hibited by law. Agencles are not ex-
pected to place additional restrictions
on Individual items of cost. The suc-
cessful application of cost accounting
principles requires development of mu-
tual understanding between represent-
atives of educational insttutions and
of the Federal Government as to their
gscope, implementafion, and interpreta-
tion.

§220.20 Applicability.

(a) All Federal agencies that sponsor
research and development, fraining,
and other work ab educational institu-
tions shall apply the provisions of Ap-
pendix A to this part in defermining
the cogts incurred for such work. The
principles shall also be used as a guide
in the pricing of fixed price or lamp
sum agreements.

(b) Each federal agency that awards
defense-related contracts to a Feder-
ally Fanded Research and Development
Center (FFRDC) associated with an
educational institution shall require
the FFRDC to comply with the Cost
Accounting Standards and with the
rules and regulations issued by the
Cost Accounting Standards Board and
set forth in 47 OFR part 99.

§220.25 OMB responsibilities,

OMB is responsible for:

{a) Issuing and maintaining the guid-
ance in this part,

(b} Interpreting the policy require-
ments in this part and providing assist-
ance to ensure effective and eificient
implementation,




ATTACHMENT "D’



TG TAL HEALD OF LMBCTUTIVE DEPARTMENTD ANL. ESTABLISHMENTS

SUBJELT

. Purp ciples for determining costs of
graentis, acts ang ron-proiit grganizations It doecs
not appiy o colleges znd uriversities which zre covered by Office of Manzgement
anc Budget [(OME: Clircular RA-Z1, "Ceost FPrinciples for Educational Institutions';
State, lcocai, and federzlly-recognized Indian tribal governments which are

I 1=

IiHClpLES fox State, Local, and Ind:ian

ciples are designed Zo provide thart
e of costs exzcept where restricted or
do not atrtempt to prescribe the extent of

covered by OME Circuler Z2-&7, ™
Tripal Governments"; or hospital
the Federal Government bear its
ohibited by law. The principle
cost sharing or matching on grants, contracts, or cother agreements. However,
such cest sharing or matching snal‘ net be accomplished through arbitrary
limitations on individuzl cost elements by Federzl agencies. Frovision for
profit or other increment above cost is ocutside the sceope of this Circular.
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esgion. This Clrcular supersedes cost principles issued by individual
r non-profit organizations.

3. Applicability.

a. These principles shall be used by &ll Federal agencies in determining
the costs of work performed by non-profit organizations under grants,
cooperative agreements, ¢ost reimbursement contracis, apd other contracts in
whiich ceosts are used in pricing, administration, or settlement. 211 of these
instruments are hereafter referred to ac awards. The principles do not apply to
awards under which an organization is not regquired to account to the Federal
Government for actuel coste incurrad.

b. Ell cest reimbursement subawards {sabgrants, subcontracts, etc.) are
sunject to those Federzl cost principles applicable to the particular
organization concerned. Thus, if & subaward 1s to a non-profit corganization,
this Circul

&r sha’l apply:; 1f a subaward is to a commercial organization, the
cost princaiples applicable to commercial concerns shall apply:; 1f a subaward is
to & college or university, Circular A-Z1 shall apply; 1f a subaward is to a
State, local, or federally-recognized Indian tribzl government, Circular A-§7
shall .:.pply .
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3v uses its net proceeds to meintaln, lmprove, and/or expand LTS
SpEranions. For this purpose, the term "non-proiit organization” =xcludes (i)
Colimqes ang aniversities; Jii) hospitais;, (1ii} State, local, and Federally-
rerogn ized Indian tribal governments: and [iv} those
non~profit organizations which are excluded from coverage of this Circular in
accordance with paragraph b.
b. Prior approval means securing the awarding agency's permission in

advance to incur cost for those ltems that are des:ignated as requlring prior
approval by the Circular. Generally this permission will be in writing. Wwhers
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-profif organizations,
because of their size and nature of operations, can be considered to be similar
to commercial goncerns for purpose of applicabpility of cost principles. Such
non-profit organizations shall operate under Federal cost princlples applicable
to commercial <oncerns. A listing of thes2 organizations is contained in
Attachment T. Other organizations may be added from time to time.

pa-

6. Responsibilities. BAgencies responsible for administering programs that
involve awards to non-profit organizaticns shall implement the provisions of
this Circular. Upon regquest, implementing instruction shall be furnished to
CMB. 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. Btiachments. The principles and related policy guides are set forth in the
following Attachments:

Ettachment A - General Principles

4

httachment B Selected Items of Cost

Attachment C - Non-Profit Organizations Not Subject To This Circular

8. Reguestis for exceptions. OMB may grant exceptions to the reguirements of
this Circular when permissible under existing law. Howsver, in the interest of
achieving maximum uniformity, exceptions will be permitted conly in highly

unusual circumstances.

%, Effective Date. The provisions cf this Circular are effect
Implamentation shall be phased in by incorporating the provisio
awards made after the start of the organization's next fiscal y
existing awards, the new principles may be applied if an organiza
cognizant ¥Federal agency agree. bBarlier implementation, or a del

ATTACHMENT
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2. Simplified zllocation method

3 Multiplse alliocation base methodu
4 Direct allccatlion method
5. Specisl indirect cost rates
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& E.
i foarn award L3 the sum of
roe ary annlisznle oredits,
ne Eelinmakiis ander an
dward,
a Be rezaonanlie for The performance 9f tae csward and b allocahil=
“nevetc under these principles.

tooany limiltaticne or =xclusions set [orth in thane
L

Drincipieas or i the award &3 to Lvoes Oy amount o

o e consistent with policies and procedures that appl riiormiv
., Be c b policies and proceduras tha pply uniio
ter both federally-£financed and cother activities of thé ocrganization.

ad Be accordsed consistent Treatment

2. Be determinsd in accordance with generezlly eccezpied accounting
principias (GRAP)

f Not be included azs & cost or used to meet £ost sharing or
marching regquirsments of any other fedsrally-financed program in either the
current or & prior period.

3. Reasonable costs A cost is reasonable L1f, n its pature Or amount,
it does not exceed that which would be incurrsd by a Drudent person under the
circumstances prevailing at the fime the decislon was made to incur the cosics
The guestion of the reasonablensss of speciiic costs must be scrutinized with
particular care in conpnection Wwith organizations or ssparaze divisions thereof
which receive the preponderance 0f tThelr support from awards made by Fedaral
agencies. In determining the reasonablenzss of 2 given cost, consideration

shall be given to:

Whnether the cost is of a type generally reco
for the operation of the organization or the D

.
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&. E cost 13 alliocakle to a particular st objective, such &5 a
grant, contract, project, service, or other acTivity, 1n accoerdance with the
relative beneflts received E cost 1s sllocable to 2 Federal award 1f it is
_I&d;éﬁ consistently with other costs incurred Zour the sams purpose 1n like
circumstances and 1if it:

{2} Benefits poth the award and ctner work and can be
Sistributed in reasonable proportion to the benefits received, or

ration of the organization,
opjective cannot be shown.

elthough a direct

b. Any cost ailocakle To a particular award or other cost objsctive
under these principles may not be shifted te other Federal awards to overcome
funding deficiencies, or to avold restrictions impossd by law or by the terms of

the award.
5. &pplicable credits.

a. The ferm applicable credits refers to those recelipts, or

reduction of expenditures which opesrate to cffset or reduce expense items that
are ellocable to awards as direct or indirect costs. Typical examples of such
transactions are: purchase discounts, rebates or azllowances, recoveries or

indemnities on losses, insurance refunds, and adjustments of overpayments or
erroneous charges. To the extent that such credits accruing or received by the
organization relate to allowable cost, they shall bhe credited to the Federal
Government either as & cost reduction cr cash refund, zs appropriate.

b, TIn some Znsitances, the amounts received from the Federzal
Government to finance organizational activitles or service operations should be
Lreated as appiicable credits. Specificelly, the concept of netting such credit
items against related erxpenditures should be applisd by the organization in
+
e
th

determlning the rates or amounts to e cherged to Federal awards for services
rendered whenever the facilities or other resources used in providing such
services have been financed directly, in whole or in part, by Federal funds.

c. For rules covering program Lncome (i.e., gross income eerned

federally-supported activities) see Sec. .24 of Office of Management and

Budget {OMB} Circular A-110, "Uniform Administrative Regulrements for Grante and
Agreements with Tnutztht ons of Higher Educetion, Hospitals, and Other Non-
Profit Organizaticons

7 ; *—fT
Aﬁ ‘.,‘—, e .I‘(:'F _____ S
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The incur
Agreament On any &l

T BDNAD . eNasn 0r allocabilliity of
Conditional erempiions.

s onal zxemption from OMB administrasive
regulrements and cost principles culars for certain Federal programs with
statutorily-authorized consolidat planning and consolidated administrative
funding, that are identified by a Federal adgency and approved by the head of
the Executive department or establishment. A Faderal agency shall consult with

OMB during :ts consideration of whether to grant such an 2xemption.

a. OME authorice

b. To promote e2fficiency ipn State and locsl program administrasion,
when Federal norn-entitlement programs with common purposes have specific
szatutorily-authorized consclidated planning and consclidated administrative
funding and where most of the State agency's resources come Irom non-Federzl
sources, Federal agencies may 2xempf these covered State-administerad, non-
entitlement grant programs Ifrom certain OMB grants management regquirementis. The
exemptions would e frem all but the allocability of cests provisions of OMB
Circulars A-87 {Bttachment A, subseztion C€.3), "Cost Principles for State,

Local, and Indian Tribal Governments, " E-Z1 {Section C, subpart &), "Cost
Principles for ®ducational Institutions,” and A-122 {Attachment R, subsection
B.4), "Cost Principles for Non-Profit Organizations,” and from all of the

administrative reguirements provisions of OMB Circular A-1i0, "Uniicorm
Administrative Requirements for Grants and RAgreements w#ith Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations,” and ihs
agencies' granits management common rule.

c. When a Federal agency provides this flexibllity, as a

quisite to a State's exercising this coption, a State must adopt its own
en fiscal and administrative requirements for expending and accounting for
unds, which are consistent with the provisicns of OMB Circular A-87, and

end such policies to all subrecipients. These fiscal and administrative
guirements mist be sufficiently specific to ensure that: funds are used in
compliance with all applicable Federal statutory and regulatery provisions,
cosis are reasonable and necessary for operating these programs, and funds are
not be used for general sxpenses reguired to carry out other responsibilities of
a State or its subreciplents.

g

=3
iR A
1 £
ten

r
r
1

i
X
e

H o

B, Direct Costs

1. Direct costs are those that can be identified specifically with a
particular final cost cbjective, i.e., a particular award, project, service, or
other direct activity of an organization. However, a cost may not be assigned
to an award as a direct cost i1f any other cost incurred for the same purpose, in
like circumstance, has been allocated to an award as an indirect cost. Costis
identified specifically with awards are direct costs of the awards and are to be
assigned directly thereto. Costs identified specifically with other final cost

8 i,
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&. Mzintenance o
and related functions.

membership rolls, subscriptions, publications,

b. Providing services and informaticn fo members, legislative or
administrative bodies, or the public

Promotion, lobbying, and other Zorms cof public relations.

(8]

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

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

f. Administraticn of group benefits on pehalf of members or
ncluding life and hospital ‘nsurance, annuity or retirement plans,

Incdirect costs are those that have been incurred for common cr joint
ebliectives and cannot be readily identified with & particular finzl cost
objective. Direct cost of minor amounts may De treated as indirect costs under
the conditions described in subparagraph E.2. After direct costs have heen
determinec and assigned directly to awards or other work =s appropriate,
indirect costs ars those remaining to be zllocated to benefiting cest
objectives. 2 cost may not be allocated to an award as an indirect cost if any
other cost incurred for the same purpcse, in l:ike circumstances, has been
essigned to an award as a direct cost.

2. Because of the diverse characteristics and accounting practices of
non-profit organizations, it is not possible to specify the types of cost which
may be classified as indirect cost in a2ll situstrons. However, typical examples
of indirect cost for many non-profit organizaticns may include depreciation or
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wd WJth cercain huildings, sguipmen: and capital improvements, and
and meintenance expenses. "Rdministration® is defined as general
administration and general esxpenses 3uch as the director's office, accouniing,
personnel, likbrary ezpenses and all sther types of expenditures not listed
specifizally under one of the subcategories of "Facilities" l{including craos
#'locations from other poals, where appiicable). Bee indiract cost rate
raporting reguirements in subparagraphs D.Z.e and D.3
L. 4llorcation of Indirect Costs and Determination of Indirsct Cost Rates
1. General.
a. Where a non-profit organizaticn has only one major function, or

where a.l its major functiioncs benefit from its indirect costs Lo approximately
the same degrse, the allocation of indirect costs and the computation of an

2 ost rate may be accomplished through simplified allocation procedures,
ed in subparagraph Z.

L. Where an organization has several major functions which benefit
ts indirect costs in varying degreses, allocation of indirect costs may
ire the accumulation of such costs into separate cost groupings which then
allocated individually to benefiting functions by means of z base which best
ures the relative degree of benefit. The indirect costs allecated to each
function are then distributed to individual awards and cther activities included
in that function by means of an indirect cost rate(s).

=. The derermination of what constitutes an organization's
functions will depend on its purpose ip being; the types of services it r
To the public, i1ts clients, and its members; and the amount of effort 1
to such activities as fundraising, public information and membership activities.

d. ©Specific methods for allocating indirect cests and computing
indirect cost rates along with the conditions under which zach method should be
e e described in subparagraphs 2 through 5.

e. The base pericd for the alleocation 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 50 selected as to avoid
inequities in the allocation of the costs.

2. Simplified aliccation method.

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

10 A TTACHMENT
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represen direct costs under :ha condiTtions
o1

c. The distribution base mev De total direct ceosts (excluding
capztal expenditures and other distorting Ztems, such as majior subcontracts or
supgrants}, direct salaries and wages, ©r oIner rase whach results in an
gauitable distribution. The distribut:on base shall generally exclude
participant support <osts as defined in paragraph 3% of Attachment B.

d. FEuxcept where & specizl ratel(s) 1s regulred in accordance with
subparagraph 5, the Indirect cost rate developed under the above principles is
applicable to all awards at the ¢rganization. If 2 special rate{sg) is 7’r-"qn,lred
gppropriate modifications shall be made 1n order to develop the special e{s).

£. For an organization that recelves more then £10 million in
Federal funding of direct costs in & fiscal vear, a breakout of the indirect
cost component into two broad categories, Facilities and Administration as
defined im subparagraph €.3, is reguired. The rate in each case shaill be stated
a5 the percentags which the amount of the particular indirect cost category
{i1.e., Facilities or Administration) is of the distribution base identified with
+

i
hat category.
3. Multiple zllocation bzse method

a. General. Where an organization's indirect costs benefit its
major functions in varying degrees, indirect costs shall be accumulated into
separate oost groupings, as described in subparagraph b. Each grouping shall
then be allocated individually to benefitting functions by means ¢f 2 base whic
best measures the relative benefits. The default allocation bases by cost pool
are described in subparagraph c.

I, identification of indirect ccsts. Cost groupings shall be
established sc as to permit the allocation ¢f each grouping on the basis of
benefits provided to the major functions. Each grouping shall constitute a pool
of expenses that are of like character in terms of functions they benefit and in
terms of the allocation base which best measures the relative benefits provided
to each funciion. The groupings are classified within the two broad categories:
"Pacilities" and "Administration," zs described in subparagraph C.3. The
indirect cost pools 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 eguipment which are computed in

r

accordance with paragraph 11 of Attachment B ["Depreciation and use
zllowances™!
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5. Uperation and maintenance erpenses.  The expensses under
Bg oare Lhese that have bhesp incurred Zor The adminlstration,
o1 Y, MElnTenancs, opreservazion, and rrotection of the crganization's
DHySsLTal plhant They inciude sypensSss normal incurred Ior such items as:
Ar.norial and wtility services; repairs and ordinary or normal alteratisns of
npuiodings, farniture and squipment; care ol grounds; meinfenance and operaiing
of buiidings and other plant facilities; security) nar:hquakﬁ and disaster
preparesdness; environmental safety: hazardous waste disposal; property,
Liabiliany and othey insurance re_ating to properiy; vace and capital l=zaszing;
faciiity planning and mansgement; and, central receivi nq The operation and
maintenance axpenses category shall slso include its allocable share of fringe
heneflt costs, depreclation and use allowances, and interest costs.
(4) General administration and general expenses. The expenssas
under this heading are those that have been incurred for the overall general

executive and administracive off
general nature which do not relate solely to any

organization. This categery shall also include i
penefit costs, operation and maintenance expense,
allowances, and interest costs. Examples of this
offices, such as the directeor's office,
services, budget and planning, personnel, safety
counsel, management information systems,

In developing this cost pool,
costs incurred for the same purpose in
consistently as either direct or indire
technical o projszct supplies, proj
computer travel costs, and
direct costs whﬂ"evar
wages of
indirect

costs.

.
CC

=
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et

b
. =
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sosts
0313

COosts.

project or activity explicitly regquires and budgets for administ

clerical services and other individuals involved
program or activity.
costs,

c. ARllocation bases.

ices of the organization

the office of finance,

special care should be exercised to ensure
like circumstances are treated

publication,
specialized services costs shall be treated as
identifiable to a particular program.
administrative and pooled clerical staff should normally be ftreated as
Direct charging of these costs may be appropriate whe

Items such as office supplies,
periodicals and memberships should normally be treated as indirect costs

Bctual conditions shall be

and other expenses o a
major function of the
ts allocables share of frings

depreciation and use
category include central
husiness

and risk management, gensral

and library costs.

that
For example, salariass of
telephone toll charges,

Thie salariss and

re e

& ma
rative or
can be identified with the
postage, local telephone

taken into account

in selecting the base to be used in allocating the expenses in each grouping o

benefitting functions.

The essential consideration in selecting a method or

a

base 1s that it is the one best suited for assigning the pocl of costs to cost

objectives in accordance with benefits derived;

relationship; or legic and reason, where neither
relationship is determinable.
cost groupling directly to the function benefited,
in that manner

the allocation shall be made through the use cf & sel
to both the Federal Government and the organization.
shall be made in accordance with the bases described herein
demonstrated that the use of a different base would result in a
or that a more readily awvailable base

=

results that are eqguitabl
The distribution
unless 1t can be
more equitable alleocation of
would not increase the costs

the c¢osts,

12

charged to sponsored awards.

a traceable cause and effect

the cause nor the effect of the

When an allocation can be made by assignment of a

the zllocation shall be made

When the expenses in a cost grouping are more general in nature,

ected base which produces

The results of

e ™,
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puzlilding on le square feet of

such as haliwavs i :, and restrooms.

epreciation or use allowances on buildings, capitel
improvements and egulpment ated space (&.7., individusl rooms, and
‘aboratories) used jointly by more than one functior {(as determined by the users
of the spzce) shall be treated as fgliows. The cost of zach jointly used unit
of space shall be aliocated to the penefitting functions on the basis ofi:

{ the employess and other users on z full-time
equivalent (FTE) basis or szlari and wages of those individual functions
benefitting from the use of that space; or

ticn-wide employee FTEs or salaries
and wages applicable To The ben cricne of tThe organization.

{d) Depreciation or use zailowancesg con certain capiteal
ImMprovements to land, such as paved parking areas, fences, sidewalks, and the
like, not included in the cost of buildings, shall be zllocated to user
categories on a FTE basis and distributed to major functions in preportion to

the salaries and wages of all employees applicable to the functions.

{2y Interest. Interest cosits shall be allocated in the same
manner as the depreciarion or use allowances on the buildings, sguipment and
capital eguipments to which the interest relates.

(3) Operationm and mainfenance expenses. OUpsraftion and
mezintenance expensss shall be zllocated in the same manner as the depreciaticn
and use allowances.

{4} Generazl administraticn and generazl expenses. General
administration and general expenses shall be allocated to benefitting functions
vzsed on modified total direct costs {MTDC), as described in subparagraph B.3.f.
The expenses included in this category could be grouped first according to major
functions of the organization to which They render services or provide benefits.
The aggregate ewpeuses of each group shall then be zllocated to benefatting
functions based on MTDC,

—
et

direct cost categories consisting of depreciation and
, operation and maintensnce, and general administration

13 L ATTACHMENT ) |
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T, Wormel:y, an indirest cost-caltegory wWiil he O
ionad ance it onhas besn alloczated Lo sther cost objectives, and cost
Subseonanty 1.0 T Howewveyr, a £ross allocation of zos
¥ agories couid be used 1I such &liofat:
acation of costs I¥ a crozs allocation s used,
the composition «f the indiresct Cost cat2uories
e. Application of indirect cost rate or rates. EIxcept whers o
spaesial indirect cost rateis) is reguired in accordance with subparagraph D5,
the separate groupings of indirect costs allocated to 2ach major function shall
he aggregsied and treated as a common pool for that function. The Cosis in the
common pool shall then ke distributed to individual awards included in that
function py use of a single indirect cost rate.
f. Distribution basis. Indirect costs shall be distributed to

applicable sponsored awards and other benefitting activities within each major

function on the basis of MTDC. MTDC consists of all salaries and wages,

benefits, materials and supplies, services, travel, and subgrants and

fringe

subcontracts up to the first $25,000 of each subgrant or subcontract (regardless

of the period covered by the subgrant or subcontract). Eguioment, capital
expenditures, charges for patient care, rental costs and the portion in exc

of 525,000 shall be excluded from MTDC. Participant support costs shall

255

generally be sxcluded from MITDC. Other items may only be excluded when the
Federal cost cognizant agency determines that an exclusion 1s necessary to avolid

a serious inequity in the distribution of indirect costs,

g. Individual Rate Components. An indirect cost rate shall bes

=

determined for each separate indirect cost pool developed. The rate in each

Lt
case shall be ztated as the percentage which the amount of the particular
indiresct cost pool is of the distribution base identified with that pool.
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 peols shall be classified within two

broad categories: "Facilities®™ and "Administration,” as described 1n
subparagraph C.3.

4 Direct allocation method.

a. Some non-profit organizations treat all costs as direct costs

except general administration and general expenses. These organizations
generally separate thelr 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, rantal costs, operation and maintenance of facillities,
elephone expenses, and the like are prorated individvally as direct costis to
each catesgory and to each award or other activiiy using a base most appropriste

to the particular cost being prorated.

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

P

14 e e e
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be appropriate, O
i e which may substantla e
a anl G cular segment of work, frz o] &
segment of work may be that performed under @ single award or it may consist ol
work under a group of awsrds performed in a common environment. These factors
may include the physical location of the work, the level of administrative
support required, t—he nature of the facilities or other rescurces employed, the

scientific discigplines or technicel skills invelved, the crganizaticneal
arrangements used, or any combination thereof. When a particular segment of
work is performed 1v an environment which appears to generate & signiflicantly
different level of indirect costs, provisions should be made for a separate
indirect cost pool applicable to such work. The separate indirect cost pool
should be developed during the course of the regular allocatlon process, and the
separate indirect cest rate resulting therefrom should be used, provided it is
determined thet (i} the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and 4, and (ii} the volume of work to
which the rate would apply is materzal.

E. MNegotiation and Bpproval of Indirect Cost Rates
1. Definitiors. &s used in this sectZon, the following terms have the

meanings set
forth below:

. Coguirzant agency means the Federal agency responsible for
negotiating and approving indirect cost rates for a non-profit organization on
mehalf <f all Federzl agencles.

b. Predetermined rate means an indirect cost rate, applicable 1o a

specified gurrent or future period, usually the organization's fiscal year. The
rate 1s based on an estimate of the costs to be incurred during the period. &
predetermined rate is not subject to adiustmernt.

c. Fired rate means an indirect cost rate which has the same
cheracteristics a&s & predetermined rete, except that the difference between the
estimeted costs and the actual costs of the perlod covered by the rate is
carried forward zs an adjustment to the rate computation of a subseguent period.

4. Finzl rate means an indirect cest rate applicakle to a specifled
pest perirod which i1s based on the zctual costs of the pericd. A finsl rate 1s
1ot subject tc adjustment.

15 ATTACHMENT ... D .......
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This proposal Lhe
2R albilrshmant noLrecs
g Cost optective means e function, organizational sublivision,
~ontract, grent, or other work unit for which cost dats are desirzd and for
Rotn o provislon 1s made o accumulate and m2asure Tns 08t of processas,
tobs and capitalized projecis.
2. Maegotistion and approval of rates,
a nless differsnt arrangements are agreed To by the agencies
concerned, the Feder 1 agency with the largest dolilar value of awards with an

organization will he designated as the cognizant agency for the negotiation and
approval o¢f the indirect cost rates and, where necessary, other rates such as
fringe benefit and computer charge-cut rates. Once an agency is assigned
cognizance for a particular non-profit crganization, the assignment will not ne
changed unless there is a major long-term shift in the dollar volume of the

Federal awards to the organization. 211 concerned Fedaral agencies shall bhe
given the opportunity to participate i1n the negotiation process but, after a
rate has been agreed upon, it will be accepted by all Federal agencies. . Whan a

Federal agency has rsason o believe that special operating factors afiecting
its awards necessitate special indirect cost rates in accordance with
subparagraph ©.5, it will, prior to the time the rates are negotiated, notify
the cognizant agency.

ganizaztion which has not previously established
deral agency shall submit its initiel indirect
the organization 1ls advised that an award will

than three months after the effective date of

. A pon-profit or

an indiliresi cost rate with a ©

cest proposal ilmmediately af

be made and, in no event, la
the award.

izations that nave previously established indirect cost
rates must submi new indirect ”ost proposal to the cogrizant agency within
105

a
six months after the

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

e. Fized rates may be negotiated where predetermined rates are not
onsidered appreopriate. A fixed rate, however, shall not be negotiated if (i)
all or a substantial porticn of the organization's awards are sxpected to sxpire
before the carry-forward adjustment can be made; (i1} the mix of Federal and
non-Federal work at the organization is too erratic to permit an eguitable
carry-forward adjustment; or (iil) the organization's operations fluctuate
significantly from year to year.

f. rovisional and final rates shall be negotiated where neither
nor fized rates are appropriate.
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. Advertising and public reiation
: ADTISOry COUNC.IES

i Lizconolic bevarages

a. Audilt costs and r

L Sad debzts

. Bonding costs

£ Communication Costs

] Compensation Ifor perscnal services

o, Tontingency provisi

10, Defense and prosecution of oriminal and clivil . Claims,
and patent Lniringament

1. Depreciation and use allowanaes

L7 Donations and contributions

D3 Employee morale, health, and w=lfare cosis

1q. Entertainament costs

15. Equipment and other caplital expendizures

16, Fines and penalties

fR Fund raising an

18. Gains and loss prec

ig. Goods or services for perso

20. Housing and personal living expenses

21, Idie facilities and idie capacity

22. Insurance and indemnification

23. Interest

24 . Labor relations costs

25, Lobbying

26. Losses on other sponsored agreements or contracts

27. Maintenance and rzpalr 20sis

28. Materials and supplies costs

25. Meetings and conisrences

30. Memberships, subscrintions, and professiomal activity costs

Organization costs

Page charges in preofessional journals
Participant support costs

Patent costs

Plant and homeland s=acurizty cC3ts
Pre-agreement Costs
Professional services c
Publication and printin
Rearrangement and alter
Reconversion costs
Recruiting costis
Relocation costs

Rental costs of bulildings and sguipment
Royaliies and other costs for uss of patents and copyrights
Selling and marketing

Specialized service facilities

Taxes

Termination costs applicable to sponsored agreementis
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sdver_.sing and public relations <osic
a. The
vollary d"im

J

ansmit talz,

. The term publ:ic relations inciudes communit
gctivities dedicated to malntaining the image of the
malntaining or promoting understanding and favorabl
community ¢r public at large or any segment of the pu
=. The y el-owable advertising costs are those which zre zolelv for:

pe

re

th

¢ The recruitment of persconnel requi
ion of obligations arising under &

non-prolilt organizsat &1 awar Sze oz
AtTachment B, paragraph 41, Recrul:ting costis, and paragraph 47, Relocation
TOSTSI g

thg perisrmance of 2

{3} The disposal of scrap or surplus materials atguired i
rformance ©f a Federal award except when non-profif organizatlions are
imbursed for disposal costs at a predetermined amcunt: or

{4; Other specaiflic purposes neécessary to meet <he reguiremsnits oI

e Federal awar

d. The only allowable puklic relaticns costs are:

{1} Costs specifically reguirsd by the Federal award;
(2} Costs of communicating with the public and press pertaining to
specific activities or accomplishments which result from performance of Federal
awards (these costs are considered necessary as part of the outrsach efforc for
the Federal award); or
{3) Costs of conducting general lialson with news media and
government public relations officﬂrs, to the extent that such asctivities zrs

limited to communicatlion and lizison necessary keep the public informed on

ma

tters of public concern, such as notices of Federal contract/grant awards,

financial matters, %
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of mecetings, convent

vities of The non-pic

¢ meeting rooms, hospiltality suites, a
special facilitles used in coniuncticn with shows and other specisl events; and
{c) Salaries and wages ol emplovees engaged in settinc up and
aying exrnibits, malking demonstrations, and providing briefings;

cispl

tems anc memorabiliz, including models,

[N

{3) Coste of promotional
gifts, and scuvenirs;

{4) Costs of advertising and public relaticng designed sclely to
Tromote The non-gprof or anization.

Z. hovisoryv Councils
Costs incurred by adviscry councils or commitrtess are allowable as a direct cost

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

. Alcoholic beverages. Costs of alcoholic baverages are unzllowable.

Al

BAudit costs and related services

a The costs of audits required by , and pe*fovmbd in accordance with, the
Single Audit Act, as implemented by Circular 2-13 "Audits of States, Local
Governments, and Nom-Profit Organizations” are allowab1 . Rlsop see 21 USC
T505(b) and section 230 (VAudit Costs”) of Circular A-133.
b. Other audit costs =
proposal, cor if specifi
an award,

e allowable 1f Zncluded in an indirect cost rate
1y approved py the awarding agency as a direct cost to

. The coest of agreed-upon procedures engagements to moniter subrecipients who
are exempied from 2-132 under section 200(d: are allowable, subject to the
conditione listed in A-133, section 230 (L){z}.
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3ts arise when the Federzl Governmeni reg
At tooinsalf or others by reason of the a 7
TNe ztion. They zrise also 1n instances wn non-wr -
GrGAn LD similar assurance. Included are such bonds as niag,
cerfarmance, payiant, advance payment, infringement, and fidelity bonds.

p.  Tosts of bonding raguired pursuvant £o the tarms oI the award are
allowah.e,

o.  Zosts of bonding required by the non-profit organization in s
general conduct of its operations are allowable to the Tent that sach nonding
15 :n accordance with sound busineszs practice and the rates and przmiums are
reasonable under the circumstances.

7. Commuriication costs. Costs incurred for telephone services, local and long
distance telephone calls, telegrams, postage, messesnger, elecironic or compuiar
transmiztal services and the like are allowable.

8. Compensation {or personal services.

a. Definition. Compensation for personal services includes all
compensatinn paid currently or accruaed by the organization for services of
employees rendered during the period of the award (except as otherwises provided
in subparagraph hy. It 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 off-site pay, incentive pay,
location allowances, hardship pay, and cost of 1iving differentials.

D. Alinwability. Except as otherwise specifically provided in <this
aragraph, the costs of such compensation are allowable To the extent that:

e}

{1y Total compensation to individual employeess is reasonable for the
services rendered and conforms to the established policy of the organizaticn
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 requirsed in this paragraph.

c. Reasocnableness.

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

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

' 22 -
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such compensa reasonabie for tne acvual
than & distribution of sarnings in excess of
{2} kny ¢hange in an crganization’'s compensation policy resulting an
& suostantlzl increase in the orgarnizatiorn’'s ievel of compensaticn, particulariy
when 1t was concurrent witihh an lncrease in the ratio of Federal awards to other
activities of the organizatlion or any change in the treatment of allowability of
specific types of compensation due Lc changes in Feaeral policy.

€. Unalliowable costs. Coste wnich are 1nallOW able under other paragraphs
cf this Attachment shall not be allowable under this paragraph sclely on the
basis that they constitute personal compensatloa_

WL

f. Overtime, extra-pay shift, and multi-shift premiums. Premiums for
overtime, extra-pay shifts, and multi-shift work are allowable only th =zhe

prior approval of the awsrding agency except:

1} Wher necessary o cope
s, naTiral disasters, bre
ottlenecks of a2 sporadic

with emergencies, such as these resulting
akdowns of eguipment, or occasional
nature.

i+
n

{z) When employees are performing indirect functions, such
administration, meintenance, or accounting.

{3] In the performance cf tests, laboratory procedures, or otner
gimilar operations which are continuous in nesture and cannct rezsonably be
nterrupted or otherwise completed.

14} When lower coverzll cosit to the Federal Government will result.

§. Fringe bpenefits.

[

Fripnge benefits in the form of regular compensation paid to

F

! bl

b 7
empicyees during periods of authorized absences from the job, such as vacation
leave, sick leave, military leazve, and the like, are allowable, provided such
costs are absorbed by all organirzation activities in proportion to the relative

amount of time or effort actually devoted to each.

(2) Fringe benefits in the form of employer contributions or
expenses Ior sociai security, empicyee insurance, workmen's compensation

insyrance, pension plan costs (see subparagraph b)), and the like, are allowable,
prov1dea such benefits are granted in accordance with established written
organization pelicies. B5Such benefits whether treated as indirect costs or as

direct costs, shall be distributed to particuler awards and cother activities in
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£ o~hia*
such mompensatisc
pram:ums woulid have Deen
= However, )

swoie Loy mere than 2ne

pres=nt vaiue of the liabili

i) Where an organization follows a consistent policy of
expensing actual payments to, or on behalf of, employees or formstv amplioy
unemployment compansation or workers' compensation, such pavments are sll

‘n the year of payment with the prior approval of the swarding agency, provided

they are allocated to all activities of tne organization.

(4) Costs of insurance on the lives of trustees, oificers, or other
smployees holding positions of similar responsibility are allowable only to the
axtent that the insurance represents additional compensation. The costs of such
insurance when the organization is pamed as beneficiary are unallowable.

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

15

awarding agencies.
i. Pension plan costs.

{1} Costs of the organization's p2nsion plan which are incurred in
accordance with the established policies of the organication are allowablse,
provided:

{2} Such policies meet the test ¢f reasonableness;
{b} The methods of cost allocation are not discriminatory;

{c) The cost assigned to each fiscal year is datermined in
accordance with generally accepted accounting principles (GAAP), as prescribed
in Accounting Principles Bocard Opinion No. 6§ 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 siz months after the end of that year. However,
increases to normal and past service pension costs caused by a delsy in funding
the actuarial liability bevond 30 days after each guarter of the year to which
such costs are assignable are unallowable.

{2} Pension plan termination insurance premiums paid pursuant to ths

Employee Retirement Income Security Act (ERISA) of 1974 (Pub. L. 893-406) are
allowable. Late payment charges on such premiums are unallowable.
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1 Severance opay
{1, Severance pay, a.50 commonly referred o asg disngssal wWages, 1%
& peyment in addition t¢ regular salaries and wages, DY OIGanizations o workers
whese employment is beimg terminated. Costs of severance pay are &llowakle oniy
cach case, 1t is regulred by

to the extent that in

‘b employver-—-employee agreement,
{2} established policy That constitutes, n effect, an implied
agreement on Tthe orgarization's pert, oOr
{d! circumstances of the partlcular employment.
{2) Costs of severance payments are divided inte Two Categories acs
follows:

{a} Actual normal turnover severance payments shall be
allocated to all activities; cr, where the organization proviaes for a reserve
for normal severances, such method will be acceptable if the charge to current
operations is reasonable in light of payments zctually made for normal
severances over a representative past period, and 1f amounts charged are
allocated to all aztivities of the organization.

{b} Zbnormel or mass severance pay is ¢of such a conjectural
nature thet measurement of costs by means of an accrual will not achieve eguity
to both parties. Thus, accruals for this purpose are not zllecwable., However, the
Federal Government recognizes its chligation to participate, to the extent of
its fair share, in any specific payment. Thus, allowability will be considered
on & case-by-case basis in the event ©r OCCUrIence.

{c] Costs incurred in certain severance pay packages (commonly
¥nown as "& golden parachute" payment} which are in an amount in excess of the
normal severance pay peld by the orcanlzat‘on to an employee upon terminaticn of
employment and are paid to the employee contingent upon a change 1n management
control over, or ownership of, the organization's assets are unalilowable.

{d) Severance payments to foreign nationals employed by the
organization outside the United States, to the extent thal the amount exceecs
the cuft@ﬁary or prevailing practices for the organization in the United States

zre unallowable, unless they are necessary for the performance of Federel

e

and approved by awzrding agencles.

"j
m
=
ta

{e) Severance payments o foreign nationals emploved by the
anization outside the United States due to the termination of the foreign
21 as & result of the closing of, or curtailment of activities by, the
iization ir that country, are unallowable, unless they are necessary for the
srmance of Federal programs and approved by awarding agencies.
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I, CTharge ri2s end wages, whe-her trsatec 23
4.ren —ozns or indire 4 or documentied pavrolls approved Dy
a responnible official! c on. The digtribuvion 2f sSalaries and
Wwagaes to o awards must b 'y peraoninel activity reports, as prescribed

Tosubparagraph 123, excapt when & substitute sysiam haS been approved ar
wWritong oy tne cogplzant agency. (Se= subperagraph B.2 of Attachment B

(¥, Reports rellect: the disTribution of activity of sach 2mploves
must be ma:ntained for all staff members (professionals and nonprofessional =
Wwhose compensation 1s charged, in whole or in part, directly to awards in
addition, 1n order to support the allocation of indirect c¢osts, such reporis
must also be maintained for other employees whose work involves two or mors

Tl

if a distribution of their compensation between such
TUNCTIONS Or aciviviitl is needed in the determination of the organization's
1ndirect cost rate(s; .4., an employee engaged part-time ip indirec: cost
activities and part-time in a direct function). Reports maintained by non-
profit organizations to satisfy these reguirements must meet the following
standards:

funttions oy activit

{a) The reports must reflect an aftfer-the-fact determirazion
o the actusl activity of =ach emplovee. 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 reguired in fuliillment of their

obligations to the organization.

(¢} The repeorts must be signed by the individual emploves, ~r
by a responsible supervisory official having first hand knowledge of ths
activities performed by the employee, that the distribution of activity
represents a reasonable estimate of the actual work performed by the 2mployes
during the periods covzred by the reports.

(dy The reports must bes prepared at least monthly and musc
coincide with one or more pay periods.

(3} Charges for the salaries and wages ©f nonprofessional employess
in addition to the supporting documentation described in subparagraphs (1)} and
(2), must also be supported by records indicating the t{ctal number of hours
worked each day maintained in conformance with Department of Labor regulations
implementing the Fair labor Standards Act (FLSa) (29 CFR Part $16). For this
pu'pose, the term "nonprofessional employee" shall have the same meaning as

"nonexempt employee,” under FLSA.

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

matching re
and wages ¢

9. Contingency provisions. Contributions to a centingency reserve or any
similar provision made for events the occurrence of which cannot be foretold
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¢f oriminal and CovLl DrOCEeding

.

{1 Zeonviction, &< used herein, means a judgment or & conviction of
& crimingl offeuss by any court of compstent Surisdictlon, whether enitered upon
28 2 verdict or a ples, including a conviction due to a plez of nolo contendere.

2y Costs inzlude, but
& al expenses; the zost of leg
ivate counsel; and the costs of

hers retained by the organization to asgsi
and trustees, and any similar zosts incurred before, during, and
commencement of a judicial or administrative proceeding that bears
relationship to the proceedings.

not limited to, administrative and
1ces, whether perficrmed by in-house or
the services of accountants, consultants,  or
st 1%f; costs of employees, officers
frer

cdirect

h om
1)

(2] Fraud, as used herein, means [i} acts of fraud cerruption or
attempts tc defraud the Federal Government or to corrupt its agents, |
that comnstitute a cause for debarment or suspension (&s specified 4
regulations}, and (iii} acts which viclate the False Claims Act, 21 U. -
sections 2729-3731, or the Anti-Kickback Act, 41 U.S.C., sections 51 and 54.

t4) Penzlty does not inciude restitution, reimbursement, or
compensatory damages.

Proceeding includes an investigation.

o

b. (1) Except as ctherwise 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

tate, local or foreign government, are not allowable if the proceeding: (1)
relates to a viclation of, or failure te comply with, a Federal, State, local or
foreign statute or regulation by the organization (including its agents and
employees), and (7) results in any of the following dispcsitions:

(a} In a criminal proceeding, & cenviction.
{p) In a civil or admircistrative proceeding involving an

) ati
liegation of fraud or similzr misconduct, a determinaticon of crganizaticnal
iabi

{¢) In the case of any civil or administretive proceeding, the

impoegition ¢f 2 monetary penaity.
{¢) B final decision by an appropriate Federal officizl to
debar or suspend the organization, to rescind or veid an award, or to terminate
ATTACHMENT () .
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ceeding raferrad T4 in subparagraph b i commenced by the
nt and is resclved by consent or Compromisse Lursuant Tooan

red into by the organization and the Federal Sovernment, then Ui
y the organization in connection with such proczedings that

Farderal i
agresment ent
COSTE lncurre
otherwise not allowahle under subparagrapb b may be allowed to
ifically provided in such agreement.

—
I

.
H

the ertent

Spes

d. If a proceeding referred to in subparagraph b is ¢ommenced by a State,
local or foreign government, the authorized Federal official may allow the costs
incurred by the organization for such proceadings, 1f such authorized official
determines that t“he costs wers incurred as a result of (1} a specifizc term or
condition of a federally-sponsored award, or (2} speciiic written direction of
an authorized 5Zficiel of the sponscring 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 Faderal Govarnment, but only to tThe extent thai:

are reasonable in relation to the activities regquired
ng and the underlying cause of action;

Ha
(D

znt of the co
-

incurzred, as allowable and allocable costs,
¥y any other pr e}

n{s} of the sponsored award;

-
U
o]
(8]
o
ol
Q
ol
oo—
o
-
(L‘
o

{3) The costs are not otherwise recovered from the Fader
GSovernment or a third party, either directly as a result of the proc
ctherwise,; and,

i4) The percentage ¢f costs allowed does not sxceed the percentage
determined by an authorized Federal official to be appropriate, considering the
complexity of the litigation, gensrally accepted principles governing the award
o legal fees in civil actions invelving the United States as a party, and such
cother factors as may be appropriate. Such percentage shall not eucead 80
percent. However, if an agresment reached under subparagraph ¢ has explicitly
considered this 80 percent limitation and permitted a higher percentags, then
the full amount cf costs resulting from that agreement shall he 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 1288 (Pub. L. 100-700), including the cost of all relief necess

'

f!
to make such emplovee whole, where the organization was found llable or settled

a
1
are unalliowable.

g. Costs of legal, accounting, and consultant services, and related

cests, incurresd in connection with defense against Federal Government c¢laims or

s,

28 ATTACHMENT D
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WHICH may D& una.lowarnle unaer thils caragrapl., inziuding
coEns, shell coon S Lor oy the
aratel uring G NG Soveres Ly
ang £, tne Federzl Go e witnliheld pa}ment
However, 7 in the nest nterests of & rzl Government, The
nt may provide for conditionzl peyment i rovision of
v, ©r other adeguate assurance, and a by the
repay all unallowapnle costs, plus Lnt the costs are

&
ed ¢ be unzllowable,

&. Zompensation for the use of puildings, other capitel improvements, and
equipment cn hand may be made through use zlicwance or deprecizsticn. However,
except a&s provided I Attacament B, paragraph £, & combinaticon of the two
methods may not be used in connection with & =single class of fixed assets (e.qg.,
buiidings, office eguipment, computer eguipment, estc.).

o. The computation of use zllowances cor depreciation shzll be based on the

acquisition cosi of The assets involved. The acguisition cost of an zsset
donated to the norn-precifit organization by & third party shall be 2ts fzair marker

value at the time of the domation.
c. The computation of use allowances or depreciation will exclude:
{1) The cost of land:

(Z) EBny porticn of the cost of buildings and equipment borne by or
donated by the Federal Government irrespective of where title was originelly
vested or where 1t presently resides; and

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

d. Where depreciation method is icllowed, the periocd of useful service
{usefrl life) established in each case For usable capital assets must take into
consideration such factors as type of construction, nature of the equipment
used, technological developments in the perticular program zrez, and the renewzl
and replacement policies fcllowed Zor the individual items or classes of assets
irvelved. The method of depreciation used to acssign the cost of an asset (or
group of azssels) to accounting periods shail refiecot the pattern ¢f consumption
of the zsset during its useful life

In the absence of clear evidence indicating that the expected consumption of the
asset will be sign;:lccn_ly greater or lesgser im the early pertions of its
uzeful life than in the a+el portions, the strazight-line method shall be
presumed to be the approprizte method.

Depreciation methods once used shall not be changed unless approved in advance

by the cognizant Federal agency. When the depreciation method 1s introduced for

o,

7 ATTACHMENT .}
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Lar 'ldds af aznets,

f. When the depreciat.on method is used for a particu
ats that

4
no depreciation may be allowed on any such assets that, under subparagraph 4,
would be viewed as fully depreciated. Howevar, a reasonable use allowance may
e neagotlarved [or such assets if warranted after takine into consideration the
amoun* of depreciation previously charged to the Federal Government, the
estimated useful life remaining at time of negotiaticn, the eifect of any
increased maintenance charges or decreased efilciency due to age, and any other
£ vilization aof the asset for ine purpose contemplated.

Y5 periinent Lo the u

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

he use allowance for
six and two-thirds pe
vsed for buildings, t
building's components
ets.) cannot be segrega

equipment will be computed at an annual rate not exceeding
ent of zcquisition =Zost. When the use allowance method is
e entire building must be treated as a single asset; the

, plumbing system, heating and air conditioning,

from the building's shell.

g ot

The two percent limitation, however, need not be appllied to esquipment which is

merely attached or fastened Zo the building but not permanently fized to it and
which 1s ussd as furnishings or deccrations or for specialized purposes (e.g.

dentist chairs and dental zrsatment units, counters, laboratory benches nolte
to the floor, dishwashers, modular furniture, carpeting, etc.}). Such equipm

will be considered as not being permanently fixed to the building if it can
removed without the need for costly or extensive alterations or repalrs to

building or the egquipment. Eguipment that meets these criteria will be subj
to the 6 2/3 percent equipment use allowance limitation.

(D
er~

B

¢
h
c

-
<
&

(D

h. Charges for use allowances or depreciation must be supported by
adeguate property records and physical inventories must be taken at least once
every Two yzars (a statistical sampling basis 1s acceptable} to ensure that
assets exist and are usable and nesded. When the depreciation method is
ftollowed, adequate depreciation records indicating the amount of depreciation
taken each periocd must alsc be maintained.

12. Donations and contributions.

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

. Donated services received:

e

ATTACHMENT . ). o .
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al The aggregate value of the services is material;

o) The services are supporied by a significant amount of the
indirect costs Incurred by the non-profit orxganization; and

T cost activity L= nor pursued primsrily for zhe

J

(3} In those instances where there 1= no basis for determining the
falr market wvzlue of the services rendered, the recipient and the cognizant
agency snzll negotiate an appropriate zllocation of indirect cost to the
services

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

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

¢. Donated goods or space.

{1} Domated goods; i.e., expendable personal property/supplies, and
aonated use of space may be furnished tc a non-profit organizetion. The value of
the goods and space is not reimbursable either as & direct or indirect cost.

o

{2} The value of the donations may be used to meet cost sharing or
matching share reguirements under the conditlons described in Circulay A-110.
fhere donstions are treated as indirect cests, indirect cost rates will separate
the value of the donations so that reimbursement will mot be made.

13, Employee morele, health, and welfare costs.
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5. Eguipment and other capital expenditures,.

a. For purpsses of this subparagraph, the following definitions anply:

Capital Expenditures” means sxpenditures for The acguizition
ets ifeguipment, builidings, land), or expenﬂﬂ*u*ﬂs Lo make
improvements Lo capital assets cthat mater;a_ly increase their vaiue or useliul
life. Acguisit cost means the cost of the asset including the cost to put ic
in place. BAcguisition cost for equipment, for example, means the net invoice
prics of the equlpmeny, including the cost of any modifications, attachments,
Ccecessories, or auxiliary apparatus necessary to make it usable for the purpose

r which it is acguired. Ancillary charges, such as taxes, du y, protective 1rn
transit lhsu“an_,, freight, and installation may be included in, or excluded
from the acquisition cost in accordance with the non-profit organization's
regular accounting practices.

,
L
cost of capita

—

+

(

n

3

J’l

Z7 "Eguipment" means an article of no expendable, tangible parsonal
property having a useiul life of more than one y=ar and an acguisition cost
which 2guals pr exceeds the lesser of the cap¢tallpation levael established by
the non-profit organization for financial statement purposes, or $5000.

{3} "Opec‘al purpose equipment” means eguipment which is used only
for research, medical, scientific, or other technical activities. Examples of
special purpose QqulepﬂL include microscopes, x-ray machines, surgical
lnstruments, zand specirometer

r4) "General purpose ejuipment” means equipment, which is net
limited to research, medical, scisntific or other technical activities. Examples
include office equipment and furnishings, modular offices, telephone networks,
informaticn technology eguipment and systems, air conditioning equipment,
reproduction and printing equipment, and motor vehicles.

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

| : 32 &7 AFfMAtNT §
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Lo paragraph 1L.t. {1,
n The period in wi.ich
-ﬂed approprzate by and

(5} bguipment and other capital exp

indirect costs. houwever, see Attachment E, par
allowance, for rules on the zllowabllity of use alliowances or depreciation on
brildings, cap:tal improvements, ancd eguipment. Also, see Artachment E,
pa:agrapr 43 ., Rental costs cf buildings and eguipment, for rules on the
zliowability of rentzl costs for land, buildings, and egquipment.

encditures &re uneliowablie as
graph 11., Depreciation and use

DT

{6} The unamortized portion of zny eguipment written off as a resu:lt
of a change in capitalization levels may be recoveéred by continuving to claim the
ortherwise zllowable use zllowances or depreciation on the eguipment, or by
amortizing the amount to be written ofif over a period of years negotiated with
the cognlzant agency.

1&. VFines and penalties Costs oI fines and penalities resulting from
riolations of, or failure of the crganization to comply with Federsl, State, and
local laws and regulations are unalliowable except when incurred as a result of
compliance with specific provisions of an award or instructions in writing from
the awarcing agency.

i7. Func raising and invesiment management cCosts.

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

. Costs of investment counsel and staff and similer expenses incurred
solely to enhance incoms from investments are unallowable.

¢. Fund reising anc investment activirties shall be aliocated an
appropriate shere of indirect costs under the conditions described in
supparagraph B.3 of Attachment B.
18, Gains and losses on depreciakle assets.

& ¢1) Gains and lcsses on sale, retirement, or other dispesition cof
depreciable property shall be included in the year in which they occur as
credits or charges to cost grouplingi{s) in which the depreciztlion applicable to
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en Ln exchange s part of the purcha
is taksn into account in
2 new item,

Irom the failurz to maintain permissible
ise provided in Attachment B, paragraph ZZ.

{d} Compensation for the use of the preperty was provided

through use allowances in lieu of depreciation in accordance with paragraph 2.

[

{e) Gains and losses arising from mass or ex
retirements, or other dispositions shall be considered on a ca

tr
se-hy-case basi

=

b. Gains or losses oI any nature arising Irom the sals or exchangs of
property other than the property coversd in subparadraph a shall be excludsd in
computing award costs.

1%. Goods or services for pcrsonal use. Costs of goods cr services for
perscnal use of the ganization's employees are unallowakle rezgardless of
whether the cost is reported as taxable income to the ﬂmoloyees

20. Housing and personal living expenses.

a. Costs of housing te.g., depraciation, maintenance, utilities,
furni°hinqs, ren_, 2tc.), housing allowances and personal living expenses for/of
“he ogrganizati pflicers are unallowable as fringe benefit or indirect costs

crdinary sales,

s,

regardless of whether the cost is reported as taxable income tTo the employess.

These costs are allowable as direct ¢esis to sponsored award when necessary fo

the performance of the sponsored award and approved by awarding agencies.

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

21. 1Idle facilitiss and idle capacity.

i

r

&. 2s used in this section the follewing terms have the meanings set forth

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

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

ATTACHMENT L 1),
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’éi "Zost of idle Zacilities or idle capacity’ means cosis such as
me&intenance, repair, housing, rent, and other related cCosts, e.g., insurance,
interest, propert gxes znd depreciation or use allowances

L. The costs of idie facll:ities are vtnallowakle except Lo The extent that

{1y They are necessary =6 meet fiuctuations in werkload; or

{z) Although not necessary to meet fluctuations in workload, they

were necessary whelh acquired and are now idle because of changes in program
requirements, effosts Lo achieve more economical operations, reorganization,
termination, or other causes which could not have been reasonably Zoressen.
Under the exception started in this subparagraph, costs of ldle facilities are
allowable for & reasonable period of time, ordinarily not to exceed one year,
depending on the initiative teken to use, lease, cor dispose of such facilities.

c. The costs of idle capacity are nermal costs of dolng business and are &
factor in the normal fluctuations of usage or indirect cost rates from period to
pe:iod. Such costs are allowable, provided that the capaclty is reasonably
anticipated to be necessary or was originally reasonable and is not subject to
reduction or eliminavion by use on other Federal awards, subletting, renting, or
sale, in accordance with sound business, economic, or security practices.
Widespread idle capacity throughout an entire facility or among a group of
zssets having substantizlly the same function may be considered idle facilities.

Z22. Insurance and indemnification.

a. Insurance includes insurance which the organization is reguired to
carry, or wiich is approved, under the terms of the award and any other
insurance which the organizatlon mainta;ns in connection with the general
conduct of its operations. This paragraph does not apply to insurance which
represents fringe benefits for employees (see subparagraphs 8.9 and §.11(2))

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

(7] Tosts of pther insurance meintained by the organization in
connecticon with the general conduct of its operations are aliowable subject to
the following limitaticns:

iz} Types and extent of coverage shall be in accordance with
sound business practice and the rates and premiums shall be reasonable under the
crrocumstancas.
ATTACHMENT M cemenes
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: Erovisions for & rezsrve ander a self-:insurance srodram
allowable to the ax<ent that types ol coverage, extent of covarage, rates,
premiums wousd nave neern allowsd had insurance besn purchased o Zover the

fnr known or reasonably zztimated seli-insuraea
macome pavable for more than one year aiter The
nzll not excesd the present vaiue of the llabilicy

{e) Zosts of insurance on the lives of trusitees, officers, or
other emplovess holding positions of similar responsibilities are allowable only
“o Lthe extent t 2 insurance reprasents additional compansation (ses
subparagraph 3.gt4; The cost of such insurance when the organization 1is
identified zs the beneficiary is unallowable.

{(f} Imsurance agains: defects Costs of insurance wich
respect to any costs incurred to correct defects in the organization's materials
Or workmanship are unallowable.

(g} Medical liability (malpractice) insurance. Medical

liability insurance is an allowable cost of Federal research programs only to
the extent that the Fesderal ressarch programs involve human subjects or fraining
of participants in research technigues. Medical liability insurance <osts shall
be treated as a direct cost and shall pbe assigned to lndividual projects pased
on the manner in which the insurer zllocates the risk to the population covared
oy the insurance.

{3} Rctual lesses which could have been covered by permissible
insurance (through the purchase of insurance or a self-insurance program) are
unallowablie unless expressly provided for in the award, 2xcept:

3) Costs incurred because of io08ses not covered under nominal
2

i

LS
ble insurance coverage provided in keeping with sound Zusiness practice
a

Qa0

LI

[N
o

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

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

23. Interest.

a. Costs incurred for interest on borrowsd capital, temporary use of
endowment funds, or the use of the non-profif organization’s own funds, however
represented, are unallowable. However, interest on debt incurred af:er

September 29, 19%5 to acguire or replace capital assets (including
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of purpese ang jJustificstion for facilicy

(b)) A statement as to why current facilitles are not adeguate
(] A& starement of planned Zuture use of tne facility

{d} A& description of the financing agresment to be arranged
for the facility

{g} B summary of the building contract with estimated cost
irnformation and statement cof source and use of funds
(f) A scheduie of planned occupancy dates

{?) For facilities costing over $500,000, the non-profit

rganization prepares, prior to the acquisition or rerlacement of the facility,
a lEa%ﬂ/p rchase analysis in asccordance with the provisions of Sec. _ .30
through .37 of Circular 2-110, whizh shows that a financed purchase or capital

lease is less costly te the organization than cother leasing alternatives, on &
net present value basis. Discount rates used should be egual to the non-profit
organization's anticipated interest rates and should be no higher than the fair
market rate available to the non-profit organirzation from an unrelated {("arm's
length™! third-party. The Zease/purchase analysis shall inciude a comparison of
the net present value of the projected total cost comparisons of both

lternatives over the period the asset is expected to be used by the non-profit
crganization. The cost comparisons associated with purchasing the facility shall
include the estimzted purchase price, anticipated operating and maintenance
costs (including property taxes, if applicable) not included in the debt
financing, less any estimated asset calvage value at the end of the period
defined above. The cost comparison for & capitel lease shall include the
estimated totzl lease payments, any estimated bargain purchase option, operating
and msintenance costs, and taxes not included in the capital leasing
zrrangement, lecs any estimated credits due under the lease at the end of the
:r:od defined above. Projected operating lease costs shell be based on the
tTicipated coust of leasing comparable facilities at fair marxet rates under
ntal agreements that would be renewed or resstablished over the pericd defined
apove, and any expecied meintenance coests and allowable property taxes to be
pborne by the non-prefit organization directly or as part of the lease
arrangemernt.

o
5@

)
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Sarvice are not reguired to be i st zllowable lnterest Co0SLSs.

{5, Reimbursements are limited to the least costly altsrnative based

orothe tozal -ost analysis reguired under subparsgraph (bj. For sxample, 17 an
operat.ng leass is determined to be less costly thnan purchasing through debt
financing, then reimbursament 1s limited to the amount determined 7 leasing had
beer used. In all cases where a lease/purchase analysis Is performed, Fesderal
reimbursement shall be based upon the least expensive altarnative

{6 Non-profit organizations are also subject ©o the follswing

conditions:

incurred to finance or refinances as532153
ember 29, 1995, is not allowabls.

unallowable.

{c) For debt arrangements over 51 million, unless the non-
profit organization makes an initial equity contribution to the asset purchase
nf 2% percent or more, non-profif organizations shall raduce claims for interest
expense by an amount sgual to imputed interasi earnings on excess cash flow,
which is to be calculated as follows. Annually, non-profit organizations shal
prepare & cumulative (from the inception of the project] report of monthly cas
flows that includes inflows and sutflows, regardless of the funding source.
Inflows consist of depreciation expense, amortization cof capitalized
construction interest, and annual interest expense. For cash flow calculations,
the annual inflow figures shall be divided by the number of months in the year
fusually 12) that the bullding is in service for monthly amounts. Outflows
consist of initial equity contributicns, debt principal payments {less the pro
rata share attributable to the uanallowzble costs of land) and interest payments.
Where cumulative inflows zxceed cumulative ocutflows, interest shall be
calculated on the excess inflows for that period and be treated as a re=duction
to allowable interest expense. The rate of interest o be used {c compute
2arnings on excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day of that month.

0

{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 priocr to the
expiration of a peried of 20 years requires notice to the Federal cegnizant
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 eguipment
are limited to a fair market value avaiiable to the non-profit organization from
an unrelated ("arm's length") third party.
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{11 Re-acguired zssets means &ss2ts neld by the non
o

—pr
have zgairn comse to pe held by
.ancling. It 4

ioes not include

12} Initiel eguity contribution mMeans the amount or velue of
sonTtributions made by mon-profit organizations IZor the acguisition of the asset
or prior to cccupancy of facilities.

{3} Lsset costs means the capitelizable costs of an zsset, including

snstruction costs, acquisition cests, and other such costs capitvalized in
ccordance with GRAEP.

24. Labor relations costs. Costs incurred in maintaining satisfactory
relations betwsen The organization and its employees, Incliuding costs of labor
management commitiees, employee publications, and other related activities are
zllowable

25. Lobbving.

a. HRotwithstanding other provisions of this Circular, costs associated
with the fcllowing activities are unallowalkle

(1) Attempts to influence the outcomes of ary Federal, State, or
, referendum, initiative, or similar procedure, through in kind or
ions, endersements, publicity, or similar activity:

) ablishing, administering, contributing to, oY paying the
expenses ¢f & po cel party, campaign, pO1LtLCal acclun commlttu,, or other
st

crganization e

eiections;

{3} Any attempt to influence: [i] The introduction of Federal or
iclation: or {(ii) the enactment or modification of any pending Federsl
gislation thirough communication with any member or employee of the

State legislature {inciuding efforts te influence State or locel
0 engage in similar lobbying activity), or with any GOvernment
employee in connection with a decision to sign or velo enrolled

(£} Ary attempt to influence: (i) The introduction of Federal orx
State legislztiorn; or (ii) the enactment or modification ¢f any pending Federal
or State legicletion by preparing, distributing or using publicity or

——— e
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Tactual prasentation o

3 Providing o
i nce of a grant, contract or oiher
t. T

i & Cechn n
ctiy relaved to the performa
T

& pic dire !
agresment through hearing testimony, statements or tetters Lo the Tondress or a
State Jegisla-ure, or subdivision, memper, or cognizant staff member thereof, .n
response to a documented reguest {including a Congressiconal Record notice
requesting testimony or statements for the record at a regularly schedulisd
hearing) made by tne recipient member, legislative body or subdivision, or &
cognizant staff member therecf; provided such information is readily obtainable
read

adily put 1in deliverable form; and further provided that costs
under this section for travel, lodging or meals are unallowable unless incurred
to offar testimony at a regularly scheduled Congressional nhegaring pursuant to a

[ LT

ten request for such presentation made by the Thairman or Ranking Minorit
f the Zommirtee or Subcommittee conductiing such hearing.

9

{2) Any lobbying made unallowable by subparagraph 2(3) to iniluencs
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 stazute to beg undertalsn
with funds from the grant, contract, or other agreemen:

c. {1) When an organization seeks reimbursement for indirect costs,
total lobbying costs shall be separately identified in the indirect cost rate
proposal, and thersafter trezted as other unallowable activity costs In

A

rt (1

accordance with the procedures of subparagraph B.3 of Attachmen

{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) Organizatlons shall maintain adeguate 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 records shall not be reguired
o be created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying (as defined
in subparagraphs {a) and (b)) 25 percent or less of the employse’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
unallowable costs of any nature, including legislative lobbying costs. When
conditions (1) and {2} are met, organizations are not required to establish
records to support the allowabliliy of claimed costs in addition to records
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IO ConTe

Executive lopbyving costs. Costs Zncurred in ertempiing Lo

o] > influence elither directly or indirectly, an emplovee or cificer of
the Executive Branch of tne Federzl Government To give consideration or to act
regarding & sponsored agreement or a regulalory matter are unallowable. ImMproper
influence means zny infliluence that induces ©r Tends Lo induce a Federal emploves
or officer <o gLve consideration or to act regarding a federally-sponscored
agreement or regulatory matter or any basis other than the merits of the matter.
26. Losses on other sponsored agreements or contracts. Any excess of costs

over income on arny award is unzllowable as a cost of any other award. This
includes, but is not limited to, =The corganization's zontributed portion by
reason of cCoST sharing agreemants or any undsr-recoveries through negotiation of
lump sums for, or ceilings on, indirect costs.

27. Mzintenance and repzir costs. Costs incurred for necessary meintenance,
repair, or upkeep of buildings and equipment (including Federal property unless
ctherwise provided for} which neither add to the permanent velue of the property
nor appreciably prolong its intended Iife, but keep it in an efficient operating
condition, are zllowable. Costs incurred for improvements which zdd to the
permanent value of the buildings and eguipment or appreciably prolong thelr

'\C').

intended 1ife shzll be treated as capital expenditures (see paragraph 13

28. Materiazls and supplies cosis.

a. Costs incurred for materizls, supplies, and fabricated parts necessary
to carry out a Federal award are allowakle.

b. Purchasad materials and supplies shall be charged at their actual
prices, net of applicable credits. Withdrawals from generai stores or
stockrooms should be charged at thelr actual net cost under any recognized
method of pricing inventory withdrawals, cornsistently applied. Incoming
transportstion charges are a proper part of materials and supplies costs.

©. Only materials and supplies actuelly used for the performance cf 2
Federal award may be charged &s direct costs.

4. Where federally-donated or furnished materials zre used in performing
the Federazl award, such materials will be used without charge.
41 ATTACHMENT ...




Tansporiati

,
_tznf to suTh mastiz

Entertalinment o0sTs

5. Tusts ol The non-profiit organization’ & membersnip In DRSLINDIS,
ernnizal, and professional ocrganizations are allowal'c
. CTosts of the non-profit orgaritation’s subscriptions To business
profaszional, and technical periodicals are allowable

2. Josts of membership 1n any clvic ©or Ccommunlity organlzation are
th prior approval by Federal cognizant agency.

o]
0

d. Costs of membership in any country ¢lub or scocial or dinip lub or

organization are unalliowable.

1 Organization costs. Expenditurss, such as incorperation fees, brorers'
fees, fees to promoiers, organizers or management consultants, attorneys,
accountants, or investment counsslors, whether or not employees of the
organization, in connection with establishment or reorganization of an
organization, are unalliowable except with prior approval of the awarding agency.
32. Page charges in professional journals. Page cha

2 T

charges Ior
journal publications are allowable as a n2cessary part esg

of r

the Federal Government;

o
el

a. The research papers report work supported
and

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

33. Participant support costs. Participant support costs are dirsct cosis for
items such as stipends or subsistence allowances, travel allOIarC , and
registration fses paid to or on bkehalf of participants or trainees {*ut not
employees) in connection with meetings, conferences, symposia, or training
projects. These costs are allowable with the prior approval of the awarding
agency.

34. Patent costs.

a. The following costs relating to patent and copyright matters ars
allowable: {1) cost of preparing disclosures, reports, and other documents
required by the Federal award and of searching the art to the extent necessary
to make such disclosures; (il) cost of preparing deocuments and any other patent
costs in connection with the filing and prosecution of a United States patent
application where title or royalty-free license 1s required by the Federal
Government to be conveyed to the Federal Government; and (1iii) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employese agreements (but
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1 LETENRT and ToLvIrIgnt are
oL L DwWAE
1y Tost of L, IepLrie. and Othier goucunents and
UOLLE arl oTo TComEie CISCICSLYeEs NOT required by
i Coste oI fereign
patent appllcation, or any gd STater Latent applilcati wWhere Lhe Federal
award does not require ity-i license to the Federal
Government {but see paragraph 45 syeltles i other cousts for use of patents
anc copyrignte) .
25 Plant and homeland security 2o0s5ts.  Nevsesary and rsesonable expenses
incurrec for routine and homeland securitly to protect facilitiss, perscnnel, and
work products are azllowable. Such costs include, but sre not limited o, wages
and uriforms of personnel engaged in security actiivities; eguipment; barriers;
contractual security services; consultants; etc. Capital expenditures for
home land and plant sescurity purpeses sre suktect to parsgraph 15., Eguipment and
other capitel expenditures, of this Circular
36. Pre-agreement costs. Pre-award ¢ are those incurred prior to the

s ar
uant to the negotiation and in
§ are necessary to comply with the
erformance. Such cosis are allowablie
een: zllowabie 1f i1ncurred after the
en zpproval <f the awsrding agency.

o
effective date of the award directly pu:
anticipation of the award where such co
proposed deiivery schedule or period of
only to the extent that they would have
date of the award and only with the writt

7. Professional services costs,

a. Costs of professionzgl and consultant services réendered by perscns who
are members of & particular profession or possess a speclal skill, and who are
not vificers or emplovees of the non-proiit crganization, are zilowable, suvbject
tc subparagraphs b and < when rezsonable in relation to the services rendered

and when not contingent upon recovery cof the cests from the Federal Government.

In addition, degal and related services are limited under Axtacnment E,
ragraph 1i0Q.

e

b. In determining the allowability of costs 1n & particular case, no
gingle factor or any special combination of factors 1s necessarily
determinative. However, the following factors are relevant:

The nature and scope of the service rendersd in relation to the

(2) The necessity of contracting for the service, considering the
on's capability in the particular areaz.

non-proiit organizat

The past pattern of such costs, particularly in the vezrs prior
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rather tnan con-racting.

rendaring one

1
service and the ﬁuﬁfowa:y

{8; Adeguacy of the zanirsotual agreement for Utne service lelg.

descriprion of the service, estimaze of time required, rate 0I compeéensation, and

TErMmInATLON pYOViISIONS) .

c. In addition %o the factors in subparagraph b, rstai
allowable must be supported by evidence of bona fide sgervice
renderad

3H,  Publlication and printing coSts.

a. Publication costs include the costs of printing {including the
processes of composition, plate-making, press work, binding, and the end
products produced by such processesi, distribution, promotiocn, a;llng and
general handling. Publication costs also include page charges in profegsional
publications.

ar cost cbiective,

n. If these costs are not ildentifiable with icul
iting activities of th=

th a
they should be allocated as indirect sosts o all ben
non-profit organization.

c. Page charges for professional journal publications are allowable as 2
necessary part of research costs whare:

(1) The research papers report work supported by the Federal

re levied impartially on zll resesarch papers
ther or not by federally-sponscred authors.

29. Rearrangement and alieration costs. Costs incurred for ordinary or normal
rearrangement and alteration of facilities are allowable. Special arrangement
and alteration cests incurred specifically for the project are allowable with
the prior approval of the awarding agency.

40. Reconversion costs. Cos:ts incurred in the restoration or rehabilitation of
the non-profit organization's facilities to appro lmaLely the same condition
eristing immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable.

e
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reCrulted and meinTe el

nelp wanted” acveriizang,

£ to Fhe gxtent T“het such cost

; i
, ere allowal:l . & ars ;HCHTLEC pursuant
agec recrultment program. Wnere thne crgenization uses employment

costs that s2re not in ercess of standard commercicl rates for such
ellowaple

ks In puklications, coste of help wanted aavertising that incluaes solor,
‘ncludes advertising materizl for other than recruitment purposes, or is
excessive in gize (taking into consideration recruitment purposes for wnich
intended and normel organizational practices in this respect), are unzllowable

c. Costs of help wanted advertising, special emoluments, fringe benefirs,
and salary allowances incurred to attract professicnal personnel from other
crgenlzations that do not meet the test of reascnableness or do not conform with
the established practices of the crganization, are unallowable.

d. Where relocation costs incurred incident to recruitment of z new
emplovee have bezen allowed either as an allocaple direct or indirect cost, ang
the newly hired employee recigns for reasons within his control within twelve
months alter being hired, the crganization will be reguired to refund or credit

such relocation costs to the Federal Government.

472. Ekelocation costs.

a. Relocation costs zre costs incident to the permanent change of duty
assignment (for an indefinite period or for a stated pericd of nct less than 12
months) of an existing employee or upon recruitment of a new employee.
Reigcation costs are allowable, subject to the limitation described ik
subparagraphs b, c, and d, provided that:

{1) The move is for the benefit of the employer.

(2) Reilmbursement to the employee 1s in accordance with an
established writien policy consistently followed by the employer.

{3) The reimbursement does not exceed the employee's actual [or
reascnably estimated) expenses.

. Rllowable relocation costs for current emplovess are limited vo the

tcllowing:

{1} The costs of transportation of the emplovee, members of his
immediate family and his household, and personal effects to the new location.

i
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R L =a5.s, s3ush a3 prokerass, _segal, and aporaissl fzes,
LA o the dispusction of the employee's former home. These C08STE, ~002ins:
w3 nge dessribed in ‘47, are Jimited to B nercent of the sales price ol ins
ammlayes' s Zormer NOWE
¢4 The Zontinuing Tost3 Of OWnRershilo tne wvacant former home

n
&W permanent nome, suzh s

1
tlement or lease date of the employee
] i £ T1ING up expensesi,

f buildings and grounds
ies, taxes, and property lnsurance.

5} Other necessary and *ﬁa%@nablﬁ expenses normally incident to
relocavior, such 25 tne oosts of canceling an unerxpired lease, disconnecting and
N

reinsta .l;ng household appliances, and purchasing insurance against loss of or
damages to personal property. The zost of canceling an unexpired lesase is
L;mluVJ te three times tne montnly 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 employses have been azllowed either as a
direct or indirect cost and the enployee resigns for reasons within his control
within 12 months after hire, the organization shall refund or credit the Fedarzl
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 purpese of this paragraph if dependents ars
not permitted at the location for any reason and the costs do not include cosis
of transporting housshold goods.

d. The following costs related to relocation are unallowable:
(1) Fees and other costs associated with acdulring a2 new home.
{Z7 A less on the sale of 2 former home.

{3) Continuing mortgage principal and interest payments on a home
being scoid.

{4) Income taxes paid by an employee related to rsimbursed
relocation ¢osts.

43. Rental costs of buildings and equipment.

a. Subijest 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 1"oper-y leased. Rental arrangements
should be reviewed periodically to determine if circumstances have changed and
other options are available.

b. Rental costs under “sale and lease back” arrangements are allowable
only up to the amount that would be allowed had the non-profit organization

4 ! &TTACkVﬁrFH"‘”\ ..
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, & less-Then-arms-ier
en= ls able To control
include, but

Gar.zatlion; {x:. Lon-profli Grganizaltions under
rs, directors, or members; and {1ii) & non-pro
rectcr, trustee, officer, or key emprcves of

immediate familv, e_ther directly or through
crangements Ln wWhoch they held & controlling
Organization mMay establish & seperate Corpo

¢ 0f owning property and lezsing 1t back Lo the non-p

d. Rkental costs under leases which are reguired tc be treated as capital
leases under GARLF are allowable only up to the amount (as explained in
subparagraph k) that would be azllowed had the mnon-profit crganlzation purchased
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Board Statement 13, Accounting for Leases, shall
e used to determine whether a lease is a capital lease. Interest costs relat
to capital lezses are azllowable to the extent they meet the criteria in
subparagraph 23. Unallowable coste include amounts paid for profit, management
fees, and taxes that would not have been incurred had the non—-preofit
crganization purchased the facility,

—

F

44 Royeltiszs and other costs for use of patents and copyrights.

a. Royalties on a pstent or copyright or amortization of the cost of
acguiring by purchase a copyright, patent, or rights thereto, necessary Ior tLhe
proper performance of the award are allowable unless:

(1} The Federal Government has a license or the right to free use of
the patent or copyright.

{?) The pztent or copvright has been adjudicated to be inval:id, or
Las been administratively determined to be invalid.

considered to be unenforceable.

=
L4)]

{3} The patent or copyright
{4y The patent or copyright is expired.
. Special care should be exercised in determining reascnableness where
e

s mzy have arrived &t as & result of less-than-arm's-length

(1) Royalt
wlth the non-profit org

id to persons, including corporations, affiliated
i

paid to unaffiliated parties, including corporations,

{2} Roysltie
4 into in contemplation that & Federal award would be

under an agreement enter
mage.

@ W
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uriasjowable {uniess allowed under

servizes of the non-proflt S
Arvzazhment B, paragraph 1 blic relstions cost. Howaver, thess
©D3Ls are ailowable as dir prior approval by awarding agencies,
whan they are nzgcessary fo of Federal programs
46. Specialized service Iacilities

& Thne costs of services provided by h:o gh y complex or specialized
facilitlies operated by the non-profit organization, such as computers, wind
tunnels, and reactors are allowable, orovided the c¢harges Ior the services meel
the conditions of sither 46 b. or <. and, in addition, cake intc acoount any
items of income or Federal f1 ancing that qualify as applicable credits under
Attachment A, subparagraph A.5. of this Circular.

b. The costs of such services, when material, must be charged directly to
applicable awards based on actual usage of the services on the basis of =z
schedule of rates or established methodology that (1) does not discriminate
against federally-supported activities of the non-profif organization, including
usage by the non-profit organization for internal purposes, and (iil}) is designed
to racover only the aggregate costs of the services. The costs of esach service
shall consist normally of both its direct costs and its allocable share of all
indirect costs. Rates shall be adiusted at least biennially, and shall <-ake
inte consideration over/under applied costs of the previous pericd(s).

€. Where the costs incurred for a service are not material, they may be
allocated as indirect costs.

d. Under some extraordinary clrcumstances, where it is in the best
interest of the Federal Government and the institution fo establish alternative
costing arrangements, such arrangements may be worked ovt with the cognizant
Federal agency.

47 . Taxes.

a. In gensral, taxes wnhich the organization is required to pay and which
are paid or accrued in accordance with GAAP, and payments made to local
governments in lieu of taxes which are commensurate with the local government
services received are allowable, ezcept for (i) taxes irom which exemptions are
available tc the organization directly or which are available to the
organization based on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary exemption
certificates, f{ii} speciazl assessments on land which represent capital
improvements, and (iii) Federal income taxes.

b. Any refund of taxes, and any payment to the crganization of interest
thereon, which were allowed as award costs, will be credited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.

48 ATTAC}—‘MENT D .
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Contemporaneous purchases of common i1tems by the non-profit crgarizaticn shall
be regarded as evidence that such irems are reascnably usaple or the noen-profit
organization's other work. Any acceptance of common items as allocable to the
terminated portion of the Federzl award she’l be limited to the extent that the
quantities of such items on hanfi in transit, and on order are in excess cf the
reasonable quantitative reguirements of other work.

L. If in & particular case, despite all reasonzble efforts by the non-
profit organization, certain costs cannot pe discontinued immediately after the
effective date of terminartion, such costs are generally allowable within the
limitations set forth in this Circular, except that any such costs continuing
zfter termination due o the negligent or willful failure of the non-profit
organization to discontinue such costs shall be unallowable.

c. Loss of useful value cof specizl tocling, machinery, and is generzlly
ailowable 1f:

{1} Such special tooling, specizl machinery, or eguipment is not

=

reasonably capable of use in the other work of the non-profit crganization,

{2) The interest of the Federal Government is protected by transfer
of title or by other means deemed appropriate by the awarding agency, and

{3) The loss of useful value for any one terminated Federazl award is
limited to that portion of the acguisition cost which bears the same ratioc to
the total acguisitvion cost as the terminated portion of the Federal award bears
te the entire terminated Federal award and other Federal awarcds for which the
spacial tooling, special machinery, or egulpment was acguired.

d. Rentzl costs under unexpired leases are generally allowable where
clearly shown to have been reasonably necesssry for the performance o the
terminated Federal award less the residual value of such leases, 1f:

(1] the amount of such rentel claimed does not exceed the reascnable
2se value of the property lezsed for the period of the Federal award and such
further period as may be reasonable, and

{2} the non—profit crganization makes all reasonable efforts to
terminate, a551gn, settle, or otherwisze reduce the cost of such lease. There
zlsc may be included the cest of alterszticons of such lezsed property, provided




2. Zetnleament sxpenses including the [ollowing are genszzily alliswable:

(1 heeounting, legel, T.oericas, and fimilar Costs rzasonaply

Tne awarding agency
rminated ﬂ)“* on
isee Subpart 51

;

J| 1—-

o

(nj The termination angd settflement of subawards.

transportation, protsction,
@l Government or acguired or
£3 Or CONLracTors are

in accordance with 3Subpar

{2} Reasonable aos
and disposition of property pr
produced for the Federal award, exc
rejmbursed for disposals at a predetermined amoun
.52 zhrough .37 of Circular A-110.

i3) Indirect costs related to salaries and wages incurred as
eypenses in subparagraphs (1) and {2). Normally, such indirect costs
mited to fringe benefits, occupancy cost, and immediate supervision.

w w
ot
re

[
D

¥, Claims vunder sub awards, including the allocable portion oif claims
which are common to the Federal award, and to other work of the non-profit
organication 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 Z. The indirect expense 50 allocated shall
ervclude the same and similar costs claimed directly or indirectly as settlement
e¥pens2s.

49. Training costs.

2. Costs of preparation and maintenance of a program of instruction
including bhut not limited to on-the-job, classroom, and apprenticeship training,
designed to incrsase the veocational effectiveness of employees, including
training materials, textbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and {1} salaries of the director of
training and staff when the training program is conducted by the ocrganization;
or (ii] tuition and fees when the training is in an institution not operzted by
the organization, are allowable.

b, Costs of part-time education, at an undergraduste or post-graduate
college level, including that provided at the organization's own facilities, a
allowable only when the course or degree pursued is relative to the field in
which the employee is now working or may reasonably be expected to work, z2nd a
limited to:

h]
®

4
o

(1} Training materials.

{2) Texthooks
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5 il not zn excess of 136 hours per yesr and

T t C sta do nor permat the operaticon of clilzsses or
artendance &t classes after regular working noure; otherwise, such compensation
ig unallowable

¢ ¢f tuition, fees, training materlals, anda textboois (but not

y, or any other emcluments) in connection with full-time

uding rthat provided at the organization’'s own facilities, at &
post-graduste (but not underaf‘duatel college level, are allowable only when the
course or degree pursued is related to the field in which tThe employee 1s now
working ¢r may reasconably be expected to work, and only where the costs recelve
the pricr approvezl of the awarding agency. Such costs are limited tc the costs
attributable to a total period not to sxceed one school year for sach employee
so trained. In unusual cases the periocd may be extendsd.

bt
[aT)
[
<

T
subgistience, s
educetion, inc

.

. Costs of attendance of up tc 16 weeks per emp.ioyze per year at
specizlized programs specifically designed To enhance the effectiveness of
executives or managers or t¢ prepare employees for such positicns are allowable.
Such costs include enrcilment fees, training materisls, textbooks and related
charges, cmployees' salaries, subsistence, and travel. Costs zllowable under
this paragraph do not include thoss for courses that are part of a degree-
oriented curriculum, which are aliowabie only to the extent set forth in
subparagraphs b and c.

e. Maintenznce expense, and normal depreciation or fair rental, on
cilities 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 educ onal or training institutions,
including the comation of facilities or oth&r propertles, and scholarships or
fellowships, are unallowable.

g. Training and education costs in excess of these otherwise allowable
under subparagraphks b and ¢ may be allowed with prior approval of the awarding
agency. Teo be considered for approval, the organizetion must demonstrate that
such costs are consistently incurred pursuant t©o an established training and
education preogram, and that the courss cr degree pursued is relative to the
field ir which the employee is now working or may reasconably be expected to
work.

50. Tramsportation costs. Transportation costs include freight, express,
cartage, and postage charges relating either to goods purcheased, in proces
delivered. These ccsts are allowable. When such costs can readily be iden
with the items involved, they may be cirectly charged as transportation co

.
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a General. Travel costs are tne sxpenses for Transporiation,
zubinlztences, and related tems incurred by 2mployvees who ars in Traval
officral business of the nop-profit orgarization.  Such ©03Ts may bhe
ar. sctues <ost basis, on a per diem or mileage bDasis in lieu of actue

ol “he two, provided the method used is

inzyrred, or on a combination of
an entire trip and not to selected days of the trip, and resulis in charges
conslisrent with those normally aliowed in like circumstances in the non-profit
organization’s non-federally-sponsored activities.

. Lodging and subsistence. {osts incurred by empioyess and oiiicers for
travel, including costs of lodging, other subsistence, and incidental expenses,
shall be considered reasonable and allowable only to the extent such cosis do
not exceed charges normally allowed by the non-profit organization in its
regular operaticons as the result of the non-profit organization’s written travel
policy In the absence of an acceptable, written non-profit organization policy
regarding travel costs, the rates and amounts established under subchapter I of
Chapter %7, Title 5, United States Code (“Travel and Subsistence Expenssas;
Milzage ARllowances”), or by the Administrator of Generai Services, or by the
Prezident [or his or her designee) pursuvant to any provisions of such subchapter
shall apply 26 travel under Federal awards (48 CFR 21.205-46!a}}.

z. Commercial air travel.

(1) Airfare costs in excess of the customary standard commercial
airfare {coach or equivalent}, Federal Geovernment contract alriare {(where
authorized and available}, or the lowest commercial discount airifare are
unallowable except when such accommodations would: (a} require circuitous

routing; {b} require travel during unreasonable hours; (c) excessively prolong
traval; (d)} result in additional costs that would ofifset the transportation
savings; or {e} offer accommecdations not reascnably adeguate for the traveler’s
medical needs. The non-profitf organization must justify and document these
conditions on a case-by-case basis in order for the use of first-class airfare
te be allowable in such cases.

{2) Unless a pattern of avoidance is detected, the Federal
Government will generzlly not guestion z non—-profit organization's
determinations that customary standard airfare or other discount airifare is
unavailable for specific trips if the non-profit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; or {b) that it is the non-profit crganization’s overall practice
to make routine use of such airfare.

d, hir travel by otler than commercial carrier. Costs of travel by non-
profit organization-owned, -~leased, or -chartered aircraft include the cost of
lease, charter, operation (including personnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that exceeds the cost of allowable commercial air trawvel, as provided for in
subparagraph] <., is unallowable.

T~
ATTACHMENT . \) ...
PAGE 52 0F .55 PAGES

Uhy
[




=, For

[

., fulEistence

o -

53 ATTACHMENT LW ..




MO PROFTT MEEANTOATIONS NOT 3UBJICT TO TEIS CIRTCULAR

Levance Taon . Tnarlsston, South Zarsiinsg
Aarraspace T Calilornis
hmeyican Inst 5f Hesearch v, Wasrington o070

sronnns Homlionael Labhoratory, Chizego, T11
Avomic Casuaity Commission, Washington, [T

Bac-elle Memerial Inetirute, Headguartersd in Tolumbue, Ohio
Brankhaven Mational Lahoratory, Upton, Hew Yory

Crhiarlies §

r+

ark Draper Laborstory, Incorporated, Cambridge, Massachuset:s

TNR Corporation [(ZNACY, Blavandria, Virginia

Tnvironmental inztituse of Michigan, Ann Rrbor, Michigan

Gaorgia Institute of Tschnology/Georgia Tech Bnulisd Research Zorporazlon’
Georgia Tech Research Institute, ~Atlanta, Georgia

Rarford Environmental Health Foundation, Richiand,

1IT Reszarch Institute, Chicago, I

of Gazs Technology, Chizado, Illinois

Mitre Corporation, Bediord, Massachusetts

Mitretsk Systems, Inc., Falls Church, Virginia

National Radiological Astronomy Observatory, Green Bank, Wast Virginia
Maticonal Renewabls Energy Laboratory, Golden, Coleorado

Oak Ridge Associated Universities, Oak Ridge, Tennessae

Rand Corporation, Santa Mcnica, California

Research Triangle Institute, Research Triangle Park, North Carolina
BEiverside Research Institute, New York, New York

South Carolina Research Authority (SCRA), Charleston, South Carolina

~

54 ATTACHMENT ...
pAGE SY. OF D5 pAGES




Jb FLZUITuTe, ELI'I.',“_};-I,!A’,EIL, LlLiLale

iNatloness ATceleratzon Land,

-, Washington 0.Z.

Non-profit insurance companies, such as Blue Cross and Elue Shield Organizations

Other non-proflit orgenlzations ag negotliated with awarding agencies
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Cirzcular No. A-12
kevised to ghow changes published in the Fede
Eucdits of Etates, Local Governments, and Non

&l Regiszer June 27
Profit Organize:n
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Tl THE EERDE OF EXECUTIVE DEPARTMENTS ANLD ESTI HMENTE
SULJEIT: Audize of Svatves, Locel Governnents, and Non-Profit Organizations

SE . ; & reusnt to The Single Audic Lot of
28-502, and 'n= Cﬂng € Audit kot Amendments of 19%¢, F.L. 104-156.
standards for obtaining consistency and un;furm;ty among Federal
or the audit of States, local governments, and non-profit
tions expending Federal awards.
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duthorsty. Circular A-132 is issued under the authority of sections
i, 112, and 7501 et seg. of title 31, United States Code, and Execucive
rdsrs BZ4B and 11541.

QRGN

Eescission and Suversession. This Circular rescinds Circular A-128,
"audits of State and Local Governments,” issued April 12, 1985, and supersedes
the pricor Circular A-133, "hudits of Instizutions of Kigher Education and
Other Non-Profit Institutions," issued Bpril 22, 19%6. For effective dates,
2z¢ paragraph 10.

Lt

4. Policv. Except as provided herein, the standards set forth in this

recular shall be gpplied by all Federal agencies. If any statute
Sp&“lflCa¢7Y prescribes pelicies or specific reguirements that differ from the
standards provided herein, the provisions of the subsequent statute shall
govern.

Federal agencies shall apply the provisions of the sections of this
Circular to non-Federal entities, whether they are recipients expending
Federal awards received directly from Federal awarding agencies, or are
subrecipients expending Federal awards received from a pass-through entity [z
recipient or another subrecipient).

This Circular dees not apply to non-U.S. based entities expending
Federal awards received either directly as & recipient or indirectly as a
subrecipient.

5, Definitions. The definitions of key terms used in this Circular are
contained in § .105 in the ALtachment to this Circular.
€. Reguired Zction., The specific requiremsnts and responcibilities of

Federal sgencies and non-Federal entities are set forth in the Bttachment o
this Circular. Federal agencies

making awards to non-Federal entities, ther directlv or indirectly, shall
adopt the language in the Circular in Coﬂ“IlPd regulatlonc as provided in
Section 10 (below), unless different provisions are required by Federal
statute or are approved by the Office of Management and Budget {(OMB) .

7. OMB Pegponsibilities. OMB will review Federzl agency regulations and
implementation of this Circular, and will provide interpretations of policy
reouirements and assistance to ensure uniform, effective and efficient
implementation.

B. Information Contact. Further information concerning Circular A-123 may
be obtained Dy contacting the Financial Standards and Reperting Branch, Office
©f Federal Financial Management, Office of Management and Budget, Washington,
DC 20503, telephone (202} 295-39%3
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ay Dane. This Circular wiii have a DoeLioy view Cared

i ke 2
the dace of Lssuance.

20 Bifoctive Dates. The standerds set Zorth in § L4000 of the Artachment
fo tnis Cirocular, which apply directly to Faderal agencies, Shall bn effactive
July 1, 1996, and shall apply to audits of flscal vears begun June
30, 1296, except as otherwise specified in § 400 lal.

The standards aset forth in this Cirgular that Pederai agancies shall
apoiy o non-Federal entitiseg shall be adopted by Federal agencies 1n codified
regulations not later than 60 days after publication of this final revisaon
in the Federal Regigter, so that tney will apply to audits of [iscal years
beginning after June 30, 19%6, with the ax ptlon that §_ _ .305{b} of the

a

Artachment applies to audits of fiscal yesar
The requirements of Circular 2-128, zlthouy
the 1990 versicon of Circular A-132 remain i
beginning on or before June 30, 19%5.

che Circular is rescinded, and

&
2

s beginning after June 30, 1998

h

n effect for audits of fiscal years

The revisions published in the Federal Register June 27, 2003, are
effective for fiscal years ending after becember 31, 2003, and early
implementation is not permitted with the sxception of the definition of
overgight agency for audit which ig effective July 28, 2003.

Augustine T. Smythe
Acting Director
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Freguency of audits.
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Eudit costs.
Program-specific audits.
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Subpart C--auditees

__.300 Auditee responsibilities.

__.305 Auditor selection.

___.310 Financial statements.

__ .31k Audit findings follow-up.
L3230 Report submission.

Subpart D--Federal Agencies and Pass-Through Entities
400 Responsibilities.
_.408 Management decisiom.

Subpart E--Auditors

__.50¢ Scope of audit.

__.505 Audit reporting.

__.310 audit findings.

__.515 audit working papers.

__.5z20 Major program determination.

__.525 Criteria for Federal program risk.

&30 Criteria for a low-risk auditee.

Appendix A to Part _ - Data Colilection Form {(Form SF-SAC).
Appendix B to Part - Circular A-123 Compliance Supplement .

Lo

ATTACHMENT .o §e
PAGE . B OF . 2%  PAGES




Subpart A--General
§ L1003 Purpose.

Budit ENS non-Faderal sncity that expends Paderal awards which

musc he

wuditsy means an auditor, that is a public accountant or a Faderal,
State or local government audit organization, which weets the general
standards specified in generally accepted government auditing standards
{GAGRS) . The terym auditor does not Include internal auditors of non-profi:c
organizations.

inding means deficiencies which the auditor is re
0 rsport in the schedule of findings and guestion

Audit f

guired by
§ . 510 {a} =d

costs.

CFDA pumber means Lhe number assigned to a Federal program in the
Cacaloo of Federal Domestic Bsgistance (CFDA).

Cluster of programs wmeans a greouping of closely related programs that
share common compliance reguirements. The types of clusters of programs are
ressarch and development {R&D), student financial aid (SFA). and other
clusters. "Other clusters" are as defined by the 0ffice of Management and
Budget (OMB} in the compliance supplement or as designated by a State for
Federal awards the State provides to its subreciplents that mest the
definivion of a cluster of programs. When designating an "other cluster," a
State shall identify the Federal awards included in the cluster and advise the
subrecipients of compliance reguirements applicable to the cluster, consistent
with §  .400(d) (1) and §_ _ .400(d) {(2), respectively. A cluster of programs
shall be ronsidered as cne program for determining major programs, as
described in §_ _ .520, and, with the exception of R&D as described in
§__.z200(c}, whether a program-specific audit may be elected.

Cognizant aagency for audit means the Federal agency designated to carry
our the responsibilities described in § L4008 (a) .

Compliance supplement refers to the Circular A-133 Compliance
Supplement, 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 Office, Superintendent of Documsnts, Washington, DC
20402-8325.

Corrective action means action taken by the auditee that:

(1) Corrects identified deficiencies;
(2) Produces recommended improvements; oOr

{3} Demonstrates that audit findings are eilther invalid or do not
warrant auditcee action.

FPederal sgencv has the same meaning as the term ggency in Section 551(3)
of title 5, United States Code.

Federal award means Federal financial assistance and Federal cost-
reimbursement contracts that non-Federal entities receive directly from
Federal awarding agencies or indirectly from pass-through entities. It doss
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SmSnT ConLre Y coniracte used Lo buy

Irom venacrs y uch vendors shall Le zovered

oncitlions of Thie contract Zoniracts o operate Federal
MENT OwWneo, TORLTaclor operatec e 'GOCDE; zre excluaesd from The
zments of Tnis pEro.

Fegerel awardinc agencv mearns -he

&
directly to the reciplent.

Federal finanpcial @ssislallce means asslstance that nol-Federz’l entities
receive or admirister in tne form of grants, loans, loan QUETrENTEES, DrOLErIy
{includinc donated surplus property!, cooperative agreements, interegt
subsidieg, insurance, food commodities, direct appropriaticone, and other
agsistance, but doss not include amounts received as reimbursement for
services rendered to individuals as described in §__ .205{(h) and §  .205({i).

Federal projgram means:

(1) 211 Federal awards to & non-Federal entity azszigned a singie
number in the CFDR.

(2) When no CFDA number is ascsigned, all Federal zwards from the same
agency made for the same purpose should be combined and considered ons
program.

(3 Notwithstanding paragraphs (1) and (2) of this definition, a
cluster of programs. The types of clusters of programs zre:
(1) Research and developmsnt (R&D);
{ii) Student financial =aid (8FZ}; and
(iii) "Other clusters," as described in the definition of cluster

of programs in this section.

GAGAS means generally accepted government auditing standards issued by
the Comptroller General of the United States, which are applicable to
financial audits.

Generally accepted accounting principles has the mearing specified in

generally accepted suditing standards issued by the American Institute of
Certified Public Accountants (RICPR) .

Indian tribe means any Indian tribe, band, nation, or other organized
group or community, including any Zlaskan Native village or regional or
village corporation (as defined in, or established under, the Alaskan Native
Claims Settlement Act) that is recognized by the United States as eligible for
the special programs and services provided by the United States to Indians
because of their status as Indians.

Internal control means a process, effected by an entity's management and

other personnel, designed to provide reascnable agsurance regarding the
achievement of objectives in the following categories:

(1) Effectiveness and efficiency of operations;

{2} Reliability of financial reporting; and

Compliance with applicable laws and regulations.

(T8}

Internal control pertaining teo the compliance reguirements for Federal
programs (Internal control over Federzl programs) means & process--effected by
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g wne achievement oI the I0l

i Traznsaciions zre properlyv recorded
i) Permit the preparation ci reliable
Federal reporis;
t131) Maincain accouncability over assets; and

(i1i) Demonstrate compliance with laws, regulations, and other
comollance requirements;

{2 Trangactiong are sxecuted in compliance with:

{ Laws, regulatio and the provisions of contracts or grant

il ns,
hat could have a direct and material effect on a Faderal program;

cr

agreements
and

liij} Any other laws and regulations trhat are identified in the
Zompliance supplement; and

{3) Funds, property, and other assets are safequarded against loss
from unauthorized use or disposition.

Loan means a rederal loan or loan guarantee recelved or administers=d by
a non-Faderal entity.

Local govarnment weans any unit of local government within a State,
including a county, borough, municipality, city, town, township, parish, local
public authoricy, special district, school district, intrastate district,
council of governments, and any other imstrumentality of local government.

Mzijor program means a rFederal 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
§ L 215{e) .

Management decision means the evaluation by the Federal awarding agency
or pass-through entity of the audit findings and corrective action plan and
the issuznce of a written deciszion as to what corrective action ig necessary.

Non-Federal entitvy means z State, local government, or non-profi
organization. '

Non-profit organization means:

(1} any corporation, trust, association, cooperative, or other
organization that:

(1) Is operated primarily for scientifiec, educational, service,
charitable, or similar purpeses in the public interest;

{ii) I= not organized primarily for profit; and

{iii) Uses 1ts net proceeds to maintaln, improve, or expand its
operations; and

(2} The term non-profit orgapization includes non-profit institutions
of higher education and hospitals.

aTTACHMENT 0
oack  \o. OF .25 PAGES




OME means tone Zxecurive Cifice of

Overeignt asency for audli means tne Faderal awaIdINC adensy nhnat
providges Lhe preqominast amount of direct funding Lo ez re:ip:en: LOT Aassigned
& cognizant agency for audlt. When rnere iz no direct funding, tne Federal
ageno the predominant indirect funding shall assume tne o'erc'qn‘
res i ] Liee. The duties oi the oversight agency ior audit are aes:ribed
1 b}

Effective Juiy 2&, 2005, the foiiowing is added to thic definition:

2 Federal agency with ove"51gqt for an auditee may resssigr oversight to

another Federal agency wihich provides substantial funding and agrees to

De the oversight agency for audit. within 30 daye aftex any
reassignment, both the old and the new oversight agency for audit shall
notify the auditee, and, if known, the auditor of the reassignment.*

—through entifv means & non-Federal = y Lhat provides & Federal
ra

=S58 n
o & subrecipient to carry out & Federal p

I tit
T rog

Trogram-specific sudit means an audit of one Federel program as provided
for in § .200(e) and § .235.

Questioned cost means a cost that is guestioned by the auditor because
of an audit finding:

(% Which resulted from a viclation or possible viclation of a
provision of & law, regulation, contract, grant, cooperative agreement, or
other agreement or document governing the use ¢f Federal funds, including
funds used to match Federal funds;

{2) Wnere the costs, at the time of the audit, zre not supported by
adeguate documentation; or

(3 Where the costs incurred appear unreasonable and do not reflect
the actions a prudent person would take in the circumstances.

Regcipient means & non-Federzl entity that expends Federal awards
received directly from a Federal awarding agency to carry cut a Federel
program.

Eesserch and development (RaD) means all research activities, both basic
and applied, and all development activities that are performed by a non-
Federal epntity. Research is defined as a systematic study directed toward
fuller scientific knowledge or understanding of the subject studied. The term
research also includes activities involving the training of individuals in
research technigues where such activities utilize the same facilities as other
research and develepment activities and where such activities are not included
in the imstructicn function. Development is the systematic use of knowledge
and understanding gained from research directed toward the production of
uvseful materials, devices, systems, or methods, including design and
development of prototypes and processes.

Single audit means an audit which includes both the entity's financial
statements and the Federal awards as described in § .500.

State means any State of the United States, the District of Columbia,
the Commonwezlth of Puerte FRico, the Virgin Islands, Guam, American Samoa, the
Commonwezlth of the Northern Marians Islands, and the Trust Territory of the
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Student Fipancisl Aid (3F2; :includes those programs of general student
noe, such as Those authorizsd by Title IV of the Eigher EducaTtion AT
, as amended, (20 U.3.C. 1070 =2t seg.) which is administered by the
sparcment of EBducation, and similar programs provided by other Federal
s not ¢ﬂP]Jd° orograms which provide Ifeilowships or similar
s on a competiiive besls, or for specilled studies or

Subrecipient means a non-Federal entity that exXpends Federal awards
received from a pass-through entity to carry out a Federal program, but does
not include an individual that is a beneficiary of such a program. A
subrecipient may also be a recipient of other Federal awards dirsctly from a
Federal awarding agency. Guidance on distinguishing hetwzen a subrecipient
and a vendor :s provided in & .210.

Tvoes of compliance reguirements refers to the types of compllance
requirements listed in the compliance supplement. Examples include:
activities allowsed or unallowad; allowable costs/cost principles; cash
management; eligibility; matching, level of effort, earmarking; and,
reporting.

Vendor means a dealer, distributor, merchant, or other seller providing
goods or services that are reguired for the conduct of a Federal program.
These goods or services may be for an organization's own use or for the use of
beneflciaries of the Federal program. 2Additional guidance on distinguishing
between a subrecipient and & vendor is provided in §  .210.

Subpart B--RAudits
s .200 Audit requirements.

{a) Audit reguired. HNon-Federal entitiss that expend $300, 000
{(5500,000 for fiscal years ending after December 31, 2003) or more in a year
in Federal awards shall have a single 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.

() Single audit. Non-Federal entities that expend $300,000 (£500,000
for fiscal years ending after December 31, 2003} or mere in a year in Federal
awards shall have a single audit conducted in accordance with §  .500 except
when they elect to have a program-— Sp°lelC audit conducted in accordance with

paragraph {c) of this section.

<
g
F

(c) Program—svecific audit _election. When an auditee expends Federal
awards under only one Federal program (excluding R&D) and the Federal
program's laws, regulations, oI grant agreements do not reguire a fimancial
statement audit of the auditee, the auditee may elect to have a preogram-
specific aundit conducted in accordance with § _ .235. A program-specific
audir may not be elected for R&D unless all of f the Federal awards ex cpended
were received from the same Federal agency, or the same Federal agency and the
same pass—through entity, and that Federal agency, or pass-through entity in
the case of a subrecipient, approves in advance a program-specific audit.

(d} Exemption when Federal awards expended are less than $300,000
(5500.000 for fiscal vears ending after December 31, 2003}). HNon-Federal

8
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5 -205 Basis for determining Federal awards expended.

(&} Determining Federal awcrdes expendecd. The determination of when an
awara 1s expendsd should be based on when the activity related to the award
oCours Generally, the activity pertains to events that reguire the non-
Federel entity teo comply with laws, regulaticons, and the provisions of
COTMTY&CTS Or grant agreements, such as: expenciture/sxpernse transactions
zssccigted with grants, cest-reimbursement contractis, cooperative agreements,
and direct appropriations; the disbursement of funds passed through to
subrecipients; The use of loan proceeds under lcan and lcan guarantee

programe; the receipt of property; the receipt of surplus property; the
receipt or use of program income; the distribution ¢r comnsumption of food
commodities; the disbursement of amounts entitling the non-Federal entity to
an interest supsidy; and, the period when insurance ig in force.

(o) Loan and loan guarantees (loans). 3ince the Federazl Government Ls
at risk for loans until the debt 1s repaid, the following guidelines shall be
used to calculate the value of Federal awards expended under lcan programs,
except as noted In paragraphs (e} and {d} of this section:

{1} Value of new loans made or received during the fiscal year;
plus

(2) Balance of loans from previous years for which the Fedsral
Covernment imposes continuing compliance reguirementis; plus

(3) Apy interest subsidy, cash, or administrative cost allowancs
rece.vead,

ic) Loan and lcoan guarantees (loaneg) atp institutions of higher
education. When loans are made to students of an inmstitution of higher
education but the institution does not maeke the loans, then only the value of
loans made during the year shall be considered Federal awards expended in that
year. The balance of loans for previous years is not included as Federal
awzrds expended because the lender accounts for the prior balances.

Loans, the proceeds of
re not ceonsidered Federal
N

{d; Pricr loan and Ycan guaraniees [loans)

which were received and expended in prior-years, a

awards expended under this part when the laws, regulatlons, and the provisions
of contracts or grant agreements pertaining o such icans impose no continuilng
complience requirements other than te repay the loans.

(e] Endowment funds. The cumulative balance of Federal awards for
endowment funds which are federazlly restricted are considered awards expended
in each veer in which the funds sre still restricted.

1) Free rent. Free rent received by itself is not considered a
Federal award expended under this part. However, free rent received as part
5 ATTACHMENT E ........




assistance. Federal non-cash assistance, such as
commoditias, donated properity, or donated surplus
fair market wvalue &* The time of receipt ¢x the

e rederal agency.

entity for providing

not considererd

DA Tl

Federal

i) Medicaid. Medicaild payments to a subreciplent for provading
patient care services to Medicaid elilgible individuals are not considared
Federal awards sxpended under this part unless a State requires the funds to
be treated as Federal awards expended because reimbursement is on & cost-
reimbursement pasis.

) Certain loans provided bv the Naticpal Credit Union
Administration. For purposes ¢f this part, loans made from the National

Credit Union Share Insurance Fund and the Central Liguidity Facility that are
funded by c¢contributions from insured institutions are not considered Federal
awards expended.

§ .210 Subrecipient and vendor determinations.

fa) Genersl. Bn auditee may be 2 recipient, a subrecipient, and a
vendor. Federal awards exzpended as a recipient or a subrecipient would be
subject to audit under this part. The payments recslved for goods or sesrvices
provided as a vendor would not be considered Federal awards. The guidance in
paragraphs (b) and {g) of this section should be considered In determining
whether payments constitute a Faderal award or a payment for goods and
services.

(1) Federal award. Characteristics indicative of a Federal award
received by a subrecipient are when the organization:

{1 Determines who is eligible to receive what Federal financial

(2) Has its performance measured against whether the objectives
of the Federal program are met;

(3} Has responsibility for programmatic decision making:

(4) Has responsibility for adherence to applicable Federal
program compliance requirements; and

(5) Uses the Federal funds to carry out a program of the
organization as compared to providing goods or services for a program of the
pass-through entity.

(c) Pavment for goods and serviges. Characteristics indicative of a
vayment for goods and services received by a vendor are when the organization:

(1) Provides the goods and services within normal business
operations;

10 ATTACHMENT . &
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determinstion of whether & subrecipient or vender relationship exists, the

sube=ance of the relationship i more imporrant th the form of the

agreement. It is not expected that all of the chiaracteristics will bpe present
Te

rmining whether an entity 1s a subrecipient

a1
ol

and judgment should e used in Ge
wr vendor.

(e} For-profit subrecipient. Since this part does not apply to for-
profit subrecipients, the pess-through entity 1is responsiblie for establishing
reguirements, &as necessary, to snsure compiiance by for-profit subrecipients.
The contract with the for-profit subrecipient should describe applicable
compliance requirements and the for-profit subrecipient's compliance
responsibiiity. M™ethods to ensure compliance for Federal awards made to for-
profit subrecipients may include pre-award audits, monitoring during ths
contract, and post-award audits.

(£} Compliance responsibility for vendors. In most cases, Lhe
auditee's compliance responsibility for vendors is only to ensure that the
procurement, receipt, and payment for goods and services comply with laws,
requlations, and the provisiomns of contracts or grant agreements. Program
compliance reguirements normally do not pass through to vendors. However, the
auditee is responsible for ensuring compliance for vender transactions which
are structured such that the vendor is responsible for program compliance or
the vendor's records must be reviewed to determine program compliance. 2lso,
when thnese vendor transactions relate to a major program, the scope of the
aud:it shall include determining whether these transactions are in compliance
with laws, regulations, and the provisions o¢f contracts or grant agreements.

g .215 Relation to other audit regquirements.

=8 Budit under this part in lieu of other audits. An audit made in
accordance with this part shall be in lieu of any finsncial audit required
under individuzl Federal awards. To the extent this audit msets a Federal

agency's needs, it shall rely upen and use such audits. The provisions of
this part neither _imit the aunthority of Federal agencies, including their
Inspectors General, or GAO to conduct or arrange for additional audits (e.g.,
financizl audits, performance audits, evaluations, inspections, or reviews)
nor autheorize any auditee to constrein Federal agencies from carrying out
additional audits. BAny additional audits shall be planned and performed in
such 2 way as to buiid upon work performed by other auditors.

(b Federal acencyv to pay for additional audits. A Federal agency
that conducts or contracts for additional audits shall, consistent with other
applicable laws and regulations, arrange fer funding the full cost of such
additionel audits.




reguast © Wi ovm gudl : d
AT A Y Ieguest AT Nave & part e rogr ADGCLTeD &8
aromyvogram in lle2u o Faoeral agency nGLr AYTANGL0g 1LY the
AT onnel audite, 7 planning, such regussts should be maus &%
“a fodays wrior I the Iiscal ¥ear To pe audilied., Tn
Ul Ten, arTer consul its auditor, should promoilv respond to osuoh
rejJuesT by Lnforming agency whether The program would oinerw.ze pe
aurtdited a3 a meior pr “he risk-hased audit approach descripsd in
& 220 and, if no-, imated ingremental cost Tre Federal agency
shals when promptiy confirm to the audites whether ST wWants the program
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program based upon this Federal agency resguest, and the Federal agsncy agraes
ra o pey whe full incremental costs, then the audiiee shell have the program
avdited as a major program. A pass-through entity may use the provisions of
th.s paragraph for a subrecipient.
5 .220 Freguency of audits.

Except for the provisions for piennial audits provided in paragraphz (a)
and (b) of this section, audits reduired py this part shall be performed
annually. Any biennial audat shall cover both years within the biennial
period.

la) B State or local government that is required by constitution or

statute, i1n effect on Januarv 1, 1987, to undergo 1ts audits less frequently
than anpually, 1s permitted to undergo its audits pursuant to this part
biennially. This reguirement must still be in effect for the biennial period
under audit.

i) Any non-profit organization that had biennial audits for all
biennial pericds ending between July 1, 1%%2, and January 1, 12385, is
permitted to undergo its audits pursuant to this part biennially.

§ .22% Sanctions.

No audit costs may be charged to Federal awards when audits required 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
conducted in accordance with this part, federal agencies and pass-through
entities shall take appropriate action using sanctions such as:

{a) Withholding a percentage of Federal awards until the audit is
completed satisfactorily:

{b) Withholding or disallowing overhead costs;

()} Suspending Federal awards until the audit is conducted; or

{d) Terminating the Federal award.

§ .230 Audit costs.

(&} 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 Acgquisition Regulation (FAR} (48
CFR parts 30 and 31), or other applicable cost principles or regulations.
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e The cost of awditing & nun~Federal entity which nes Fedelao
awards expended of lecs than 200, 0 PESQL, GO0 For fiscel years nd?ng aroer
December 1, 2005 per vear alilr :s reby exempted under & .2004{dy from
neving an apdit conducted under Uiio part.  However, Thit does th prohibait

;

a
sc-througl. ent .ty from charging Federel awards for the cost ol simited scope

[y
LoitE To monitor its subrecipients in oaccordance with §___.400(d)(3},
rovided tne subrecipient does not nave & Single audit.  For purposes of This
art, limited scope audits only inc.ude agresd-upon procedures engagements
onducted in arcordance with either the RICPE s gemerally accepted auditing
tandards or attestation standards, that are paid for and arranged by a pass-
hro ugh entity and address only one or more of the Zollowing types of
ompliance requirements: activities zllowed or unallowed; allowable
csts/cast principles; eliglibility: matching, level of effort, garmarking:
nd, reporting.

& .235 Program—-specific audits.

(a) Program-specific sudit guide available. In many cases, & program-
specific audit guide will be available to provide specific guidance to the
auditor with respect to internal control, compliance reguirements, suggested
sudit procedures, and audit reporting requiresments. The auditor should
contact the Office of Inspector General of the Federal agency to determine
whether such a guide is available. When & current programn-specific audit
guide is available, the auditor shall fellow GARGAS and the guide when
performing a program-specific audit.

(k) Program—spec.fic audii guide not availagble. {1} When a program-
specific audit guide is not available, the auditee and auditor shall have
masically the same responsibilities for the Federal program 2 they would have
for an audit of & major program in a single audit.

(2) The audites sheil prepare tnhe financial statement(s) for the
Federal preogram that includes, at a minimum, & schedule cf expenditures of
Federal awards for the program and notes that describe the cignificant
accounting policies used in preparing the schedule, a summary schedule of
p*=Or audit findings ceonsistent with the reguirements of § ___ .315(b), and 2
rrective action plan consistent with the reguirements of §  .315(c).

{3} The auditor shall:

(i) Perform an audit cf the Ffinancial statement{s} for the
Federal program in accordance with GAGRES;

{1i) Obtain an understanding of internal control and
perform tests of internal control over the Federal program consistent with the
regquirements of §  .500(c) for a malor program;

{iii} Perform procedures to determine whether the auditee
has complied with laws, regulations, and the provisions of comtracts or grant
agresments that could have a direct and material effect on the Federal preogram
consistent with The reguirements of §  .500(d) for a major program; and
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4 The auditor's reporti{s) may 2e in the form of either
comz:ined or separate reports and may be organized 2ifferently from the manner
presented In this section., The auditor's report st shell state that the audit
was conducted in accordance with thnis part and inclilude thne following:

fi) 4n opinion (or disclalimer of opinion} as to whethsar

the financial statement{s) of che Federal program is presented fairly in ail
material respects in conformity with the stated accounting policies;

(ii) & report on internal control related to the Federal
program, which shall describe the scope of testing of internal control and the
results of the tests;

{iliy A report on compliance which includes an opinion (or
disclaimer 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 Federal program; and

(iv) A schedule of findings and questioned costs for the
Federal program that includes a summary of the auditor's results relative to
the Federal program in a format comsistent with §_ _.505(d) (L} and findings
and guestioned costs consistent with the regquirements of § _ .505(d) (3).

(cH Report submission for orogram-specific audits.
(1) The audit shall be completed and the reporting required by paragraph
(c) (2) or (c) (3)y of this section submitied within the =sarlier of 30 days after
receipt of the auditor’s report(s), or nine months after the end of the audit
period, unless a longer period is agreed to in advance by the Federal agancy
that provided the funding or z different period is specified in a program-
specific audit guide. (However, for fiscal years beginning on or pefore June
30, 1998, the audit shall be completad and the rsguired reporting shall be
submitted within the earlier of 30 days after receipt of the auditor’s
repert(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 ragulaticn, the auditee shall make report copies available for public
inspection.

(2 When a program-specific audit guide 1s available, the
auditee shall submit to the Federal clearinghouse designated by OMB the data
collection form prepared in accordapce with §  .320(b), as applicable to a
program—-specific audit, and the reporting required by the program-specific
audit guide to be retained as an archival copy. 2Als¢, the auditee shall
submit to the Faderal awarding agency or pass-through entity the reporting
reguired by the program-specific audit guide.

{3) When a program-specific audit guide i3 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 corractive action plan as described in paragraph (b) (2} of
this section, and the auditor's report(s) described ir paragraph (b) (4) of
this section. The data collection form prepared in accordance with
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(d} Qther sections of tris part mav aprply. Program-specific audits
&re subject Lo § 100 through §_ .215(b), §_ .220 througn §  .zZ30,
§ _ .300 through § 305, § .315, §_ .320(f) tpnrough §  .320(3), §  .400

tnrough § . 405, § .E10 througrn § .515, and other referenced provisions
of this part unless contrary to the provisions of this section, a program-
specific audit guide, or preogram laws and regulations.

Subpart C--Auditees
s . 300 Auditee responsibilities.

Thne auditee shall:

{a) Identify, inp its accounts, all Federal awards received and
ezpended and the Federal programs under which they were received. Federal
pregram and awarc identification shell include, as applicable, the CFDA title
and number, award number and year, mam= of the Federal agency, and name of the
pass-through entity.

(b) Maintain internal contreol over Federal programs that provides

reasonable assurance that tpe auditee is managing
Federal awards in compliance with laws, regulations, and the provisicons of
CoRtracts or grant agreements that could have a material effect on each of its

Federzl prograns.

(e Comply with laws, regulations, and the provisions of contracts or
grant agreements related to each of its Federzl programs.

(d) Frepare appropriate financial statements, including the schedule
cf expenditures of Federal awards in accordance with § .310.

(e} Ensure that the audits regquired by this part are properly
performed and submitted when due. When extensions to the report submission
due date required by §_ .320({z) are granted by the cognizant or cversight
agency for audit, promptly notify the Federal clearinghouse designated by OMB
and each pasg-through entity providing Federal awards of the extension.

(£} Follow up and take corrective action on audit findings, including
Freparation of a summary schedule of prior audit findings and a corrective
action plan in accerdance with § .215(x) and § .315(c}, respectively.

g . 305 Auditor selection.
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availablie from tne Office of Administration, Publiil 2200,
Mew Exacutive Offlce Building, Washington, DT 20503). Whenevnr possiblae,

auditees shall make positivc efforts to utilize small businssses, minor
owned firms, and women's buginess enterprises, in proguring audit servic
stated in the A-102 Commwon Ruls, OMB Circular B-2110, or the FAR (48 CFR pavr
42, as applicable. 1In requesting provosals for audit services, the
objectives and scope of the audit shouid bz made clear. Factors to be
considersd in evaluating each proposal for audit¢ services include the
responsivaness to ;he request for proposal, relevant experience, availability
of staff with professional gualifications and technical abilities, the resulcs

of external quality contrel reviews, and price.

(b} Restyiction on auditor preparing indirect cost proposals . 2An
auditor who prapares the indirect cest proposal or cost allocation plan may
not also be selected to perform the audit required by this part when the
indirect costes rscovared by the auditee during the prior year exceeded 51
miilion. This restriction applies to the base year used in the preparation of
the indirect cost proposal or cost allocation plan and any subsequent years in
which the resulting indirsct c¢ost agreement or cost allocation plan is used to
recover costs. To minimize any disruption in existing contracts for audit
services, this paragraph applies to audits of fiscal years beginning aftar
Junie 30, I298.

(<) Use of Faderal auditorz. Fsderal auditors may perform all or part
of the work reguirved under this part if they cowmply fully with the
reguirements of this part.

§ .310 Financial stabtements.

tal Financial statements. The auditee shall prepare financial
statements that reflect its financial position, results of coperations 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 fiscal year that is chosen to meet the reguirements of this part.
Howsver, organization-wide financial statements may zalso include departwments,
agencies, and other organizational units that have separate audits in
accordance with §  .500(a) and prepare separate financial statements.

(b} Schedule of expenditureg of Federal awards. The auditee shall
alsc prepars a schedule of expenditures of Federal awards for the period
covered by the auditee's financial statements, While not reguired, the
auditee may choose to provide information requested by Federal awarding
agencies and pass-through entities to make the schedule esasier to use. For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for each award year separately. At a
minimum, the schedule shall:

{1} List individual Federal programs by Federal agency. For
Federal programs included in a cluster of programs, list individual Fede
programs within a cluster of programs. For R&D, total Federal awards expended

shall be shown either by individual award or by Federal agency and major
gsubdivigsion within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human

Services.
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(3 Provias Lotal Federal awsras expendsd Ior eacn ingividdas
Federal progran and the CFDE number oY othsr dentifying number when the CFDE
nformarion is not available.

147 Inciude notes that descrine the sigrniflcant accounting
pollcles Used 1L preparing the scunedule

5y To the extent practical, pass-through entities should

ify i the schedule the total amount provided to subrecipients from each
program.
16 include, in either the schedule or a note to the schedule,

“he vzlue of the Federal awards expended in the form of non-cash assistance,
the amount of insurance in effect during the year, and loane or loan
guarantees outstanding at year end. While not reguired, it is preferable to
present this information in the schedule.

E_ .z21s Zudit findings follow-up.

(a) General. The auditee is responsible for follow-up and corrective
action on all audit findings. As part of this responsibility, the auditee
shall prepare a summary schedule of prior audit findings. The auditee shall
also prepare a corrective action plan for current year audit findings. The
summary schedule of prior audit findings and the corrective action plan shall
include the reference numbers the auditor assigns to audit findings under
§  .510{c). Since the summary schedule may include audit findings from
multiple years, it shall include the fiscal year in which the finding
initially occurred.

{b) Summary schedule of prior audit findings. The summary schedule of
prior audit findings shall report the status of all audit findings included in
the prior audit's schedule of findings and guestioned costs relative to
Federal awards. The summary schedule shzll alsco include audit findings
reported in the pricr audit’s summary schedule of prior audit findings except
audit findings listed as corrected in accordance with paragraph (b) (1) of this
section, or no longer valid or not warranting further action in accordance
with paragraph (b){4) of this section.

(1) When aucit findings were fully corrected, the summary
gschedule nsed only list the audit findings and state that corrective action
was taken.

{2) When audit findings were not corrected or were only
partially corrected, the summary schedule shall describe the planned
corrective action as well as any partial corrective action takemn.

(33 When corrective action taken is significantly different from
corrective action previously reported in a corrective action plan or in the
Federzl agency's or pass-through entity's management decision, the summazy
schedule shall provide an explanation.

(4) When the auditee believes the audit findings are no longer
valid or do not warrant further acticn, the reasons for this position shall be
described in the summary schedule. & valid reason for considering an audit
finding as not warranting further action is that all of the focllowing have
occurred:

11t Two years have passed since the audit repert in which
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currently following up with the audl 1ic find:

{1iiy 2 management decislion wag not issued.

(e Corrective agtion plan. AT the completion of the audit, the
audiree shall prepare a corrective action plan to address each audit Zinding
included in che current year auditor's reports. The corrsctive action plan
#hal! provide cthe name!sj of the zontact person{s) responsible for correctlive
action, the corrective action planned, and the anticipatzd completion dats.
If the audites doss not agree with the audit findings or believes oorrective
action is not reguired, then the corrective action plan shall include an

eyplanation and speciiic reasons,

§ .320 Report submission.
(a} General. The audit shall be completed and the data collection

form described in paragraph (b} of this section and reporting package
described in paragraph (¢) of cthis section shall be submitted within the
earlier of 30 days after receipt of the auditcr’s report(s], or nine months
after the 2nd of the audit period, unless a longer period is agreed o in
advance by the cognizant or oversight agency for audit. (However, for fiscal
years beginning on or before June 30, 1998, the audit shall be completed and
the data collection form and reporting package shall bs submitted within the
sarlier of 30 days after receipt of the auditor’s reportis), 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 Collection. (1) The auditee shall submit a data collection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, and the
results of the audit. The form shall be approved by OMB, available Irom che
Faderal clearinghouse designated by OMB, and include datz elements similar to
those presented in this paragraph. A senior level representative of the
auditee i{e.g., State controller, director of finance, chief executive officear,
or chief financial officer) shall sign a statement to be included as part of
the form certifying that: the auditee complied with the reguirements of this
part, the form was prepared in accordance with this part (and the instructions
accompanying the form}, and the informaticn included in the form, in its
entirety, are accurate and complete.

{2} The data collection form sghall include the following data
elemants:

(i) The type of report the auditor issued on the financial statements of
the auditee (i.e., unqualified opinion, gualified opinion, adverse
opinion, or disclaimer of opinion).

{ii} Where applicable, a statement that reportable conditions in internal
control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses.

{1ii} A statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the auditee.

(iv) Where applicable, a statement that reportable conditions in internal
control over major programs were disclosed by the audit and whether
any such conditions were material wezknesses.

(v} The type of repeort the auditor issued on compliance for major
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- L ligt ¢l the Federal awsrding agenc.ss which will recelve & copy of

whe reporiinc package pursuant c § z20(8) (2) of OME Circular
R-LZ2

vl L yee oY To sTatement as o whether the auditee gualiiied gs & low-
risk audgitee under § .520 of OME Zircular A-122.

Vi The doller threshcld used to distinguilsh betwsan Type B and Tvpe B
programs s defined in § LE20(b) of OMB Circular E-132

{1 The Lfataioa of Federal Domestic Lssistgnce (CFDE) number for each

Federal program, as applicable.

(3] The name of each Federal prograw and identification of each mzjor
program. Individual programs within & cluster of programs should be
ligted ir the same level of detail a&s thev are listed in the schedule
of expenditures of Federal awards.

123 The amount of expenditures in the schedule of expenditures of Federzl
awards associated with each Federal program.

(211} For sach Federal program, a yes or no statement as to whether there
are audit findings in each of the following types of compliance
requirements and the total amocunt of any guestioned costs:

Activities zllowed or unallowed.
Allowable costs/cost principles.

Cash management.

Davis-Bacon Act.

Eligibility.

Eguipment and real property management .
Matehing, level of effort, earmarking.
Period of availabality of Federal funds.
Procurement and suspension and debarment.
Program income.

Real property acguisition and relocetion assistance.
Reporting.

Subrecipient monitoring.

Special tests and provisions.

i

@]

HEORGE oMy

(xiid) Buditee Name, Employer ldentification Number (s), Name and Title of
Certifying Official, Telephone Number, Signature, and Date.

(xivy Zuditor Name, Name and Title of Contact Person, Auditor Address,
Auditor Telephone Number, Signature, and Date.

{xv) Whether the auditee has either a cognizant or oversight agency Zfor
audit .
{(xvi) The name ¢f the cognizant or oversight agency for audit determined in
accordance with § .400(a) and § .400(b), respectively.
{2) Using the information included in the reporting package

described in paragraph (c) of this section, the auditor shall complete the
applicable sections of the form. The auvditor shall sign a statement to be
included as part of the data collection form that indicates, at a minimum, the
source of the infermation included in the form, the auditor’s responsibility
for the information, that the form is not a substitute for the reporting
backage described in paragraph {(c¢) of this section, and that the content of
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o Reportiing package. Ths reporting package shail include the:
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L1 Financial sgtatements and schedule of e¥penditures of
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federal awards discussed in § .310(a) and § __ .310(b), respectively;
(z1 Summary schedule of priocr avdit Zindings discussed ip
§  .315(b};
=y audiror's reportis) discugsed in 8§ .505; and
r4) Corrective action plan discussed in §_ .315(c).
(d Submission to clearinghouse. ALl auditeess shall submit to the

Federal clearinghouse designated by OMB the data collection form described in
paragraph (b) of this section and one copy of the reporting package described
in paragraph (¢) of this ssction for:

{1} The Pederal clearinghouse to retain as an archival copy;
and

(2 Each 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 tc Federal
awards that the Federal awarding agency provided directly.

(e) dditional submission bv subrecipients. {1) In addition to the
requirements discussed in paragraph (d) of this section, auditees that are
also subrzcipients shall submit to sach 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 gquestioned costs disclosged
audit findings relating to Federal awards that the pass-through entity
provided or the summary schedule of prior audit findings reported the status
cf any audit findings relating to Federal awards that the pass-through entity

provided.

{2) Instead of submitting the reporting package to & pass-
through entity, when a subrecipient is not required to submit a reporting
package to a pass-through entity pursuant to paragraph (e) (1) of this saction.
the subrecipient shall provide written notification to the pass-through entity
that: an audit of the subrecipient was conducted in accordance with this part
{inciuding the period covered by the audit and the name, amount, and CFDZ
numper of the Federal award(s) provided by the pass-through entity); the
schedule of findings and questioned costs disclosed neo aundit findings relating
to the Federal awardis} that the pass-through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award{s) that the pass-through entity
provided., A subrecipienr may submit a copy of the reporting package described
in paragraph (¢) of this section to a pass-through entify to comply with thig
notification requirsment.

{£) Reguests for report copies. In response to regquests by a Federal
agency or pass-through entity, auditees shall 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.

(g} Report retention reguirements. Auditees shall keep one copy of
the data collection form described in paragraph (b} of this section and one
copy of the reporting package described in paragraph {c¢} of this section on
file for three years from the date of submission te the Federal clearinghouse

20
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(1} Clegringhouse aadress. The aocress of the Federal clearinghouse
current’'y designated by OMB iz Federal Audit Clesringhouse, Bureau of the
Census, 1203 E. 10th Street, Jefiersonville, IN 47132,

193 Electronic filing. Nothing in this part shall preclude electronic
supmissione to the Federzl clearinghouse in such manner as may be approved by

OME. With OMB approval, the Federal clearinghouse may p.lot test methods of
slectronic submissions.

Subpart D--Federzal Agencies and Pass-Through Entities
§ .400 Regponsibilities.

(a) Cognizant agencv for audit responsibilities. Recipients expending
more than 525 million (850 million for fiscal years ending after December 31,
2003) & vear in Federal awards shall have z cognizant agency for audit. The
designated cognizant agency for audit shall be the Federal awarding agency
that provides the predominant amount of direct funding to a recipient unless
OME makes a specific cognizant agency for audit assignment.

Following 15 effective for fiscal vears ending on or before December 31, Z003:
Tc provide for continuity of cognizance, the determination of the predominant
amount of direct funding shall be based upon direct Federal awards expended in
the recipient's fiscal years ending in 1995, 2000, 2005, and every fifib year
thereafter. For example, audit cognizance for periods ending in 1997 through
2000 will be determined based on Federal awards expendsed in 1985. (However,
for States and local governments that expend more than $25 million a year in
Federal awards and have previocusly assigned cognizant agencies for audit, the
requirements of this paragraph are not effective until fiscal years beginning
ziter June 30, 2000.)

FPollowing i1s effective for fiscal years ending after December 21, 2003:

The determination of the predominant amount of direct funding shall be based
upon direct Federal awards expended in the recipient's fiscal years ending io
2004, 2009, 2014, and every fifth year thereafter. For example, audit
cogn:izance for periods ending in 2006 through 2010 will be determined hased on
Federal awards expended in 2004. (However, for 2001 through 2005, the
cognizant agency for audit is determined based on the predominant amount of
direct Fedaral awards expended in the recipient's fiscal year ending in 2000).

Notwithstanding the manner in which audit cognizance is determined, a Federal
awarding agency with cognizance for an auditee may reassign cognizance to
another Federal awarding agency which provides substantial direct funding and
agrees to be the cognizant agency for audit. Within 20 days a&fter any
reassignment, both the old and the new cognizant agency for audit shall notify
the audites, and, if known, the auditor of the reassignment. The cognizant
agency for audit shall:

(1) FProvide technical audit advice and lisison to auditees and
auditors.
(z) Consider auditees reguests for extensaons to the report
“ £
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(2 Qbrain or tonduct guality zontrol reviews of seleacted

audizs mads ov non-Federa! audizors, and provide the results, when

appropriate, to other interested corganizactions.

4} promptly inform other affected Federal agencies and
=sderal law enforcement officials of any direct reporting by the

g auditor of irregularities or illegal acts, as required by GAGAS
cgulacvions.

() ndvise zhe auditor and, where appropriate, the auditze ol
any deficiencies found in the audits when the deficiencies require corractive
action by the auditor. When advised of deficiencies, the auditee shall work
with the auditor to take corrective action. If corrective action is not
raken, the cognizant agency for audit shall notify the auditor, the auditee,
and applicable Federal awarding agencies and pass-through entities of the
facts and make recommendations for follow-up action. Major inadeguacies or
repetitive substandard performance by auditors shall be referred to
appropriate State licensing agencies and professional bodies for disciplinary
action.

(6) Coordinate, to the extent practical, audits or reviews
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, &o that the addifional audits or reviews build upon
gudits performed in accordance with this part.

{7} Coordinate a management decision for audit findings that
affect the Federal programs of more than one agency.

{8} Coordinate the audit work and reporting responsibilities
ameng auditors to achieve the most cost-effective audit.

{9} For biennial audits permitted under § .220, consider
auditee regquests to qualify as a low-risk auditee under § .530(a) .
() Oversight agency for audit respopsibilities. An auditee which

does not have a designated cognizant agency for audit will be under the
general oversight of the Pzderal agency determined in accordance with
§ .105. The oversight agency for audit:

(1) Shall provide technical advice to auditees and auditors as
requested.

(2} May assume all or scome of the responsibilities normally
performed by a cognizant agency for audit.

{c) Federal awarding agency respongibilities. The Federal awarding
agency shall perform the following for the Federal awards it makes:

(1) Identify Federal awards made by informing each recipient
of the CFDA title and number, award name and number, award vear, and if the
award is for R&D. When some of this information is not available, the PFederal
agency shall provide information necessary to clearly describe the Federal
award.

(2) Advise recipients of requirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant
agreaments.

(33 Ensure that audits are completed and reporte are recsived
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1l Iaentify Federal awards made by informing each
subrecipient of CFDA title and number, award name and number, award year, if
the award is E&D, and name of Federal agency . When some of this information
iz not aveilable, the pass-through entity shall provide the best informartion
avaliable to describe the Federal award.

{(2) Advise subreciplents of reguirementes imposed on them by
Federa! laws, regulations, and the provisions of contragiLs or grant agreements
as well as any supplemental requirements imposed by the pass-through enticy.

(2) Monitor the activities of subrecipients as necessary to
ensure that Federal awards are used for authorized purposes in compliance with
laws, regulations, and the provisions of contracts or grant agreements and
that performance goals are achieved.

(4) Ensure that subrecipients expending $300,000 (8500, 000 for
fiscal years ending after December 21, 2003) or more in Federazl awards during
the subrecipient's fiscal year have met the audit reguirements of this part
for that fiscal year.

(5) Issue a management decision on audit findings within six
months after receipt of the subrecipient's audit report and ensure that the
subrecipient takes appropriate and timely corrective action.

(&) Cocnsider whether subrecipient audits necessitate
adjustment of the pass-through entity's own records.

(7} Reguire each subrecipient to permit the pass-through
entity and auditors to have access to the records and financial statements as
necessary for the pass-through entity to comply with this part.

§  .405 Management decision.
(a) General. The management decision shall clearly state whether or

not the audit finding is sustained, the reasons for the decision, and the
expected auditee action to repay disallowed costs, make financial adjustments,
or take other actien. If the auditees has not completed corrective action, a
timetabie for follow-up shouid be given. Prier to issuing the management
decision, the Federal agency or pass-through entity may reguest

additional information or documentatiom from the auditee, including a reguest
for auditor assurance related to the documentation, as & way of mitigating
disallowed costs. The management decisicn should describe any appeal process
available to the auditee.

§=) Federal agency. As provided in § .400{a) (7), the cognizant
agency for audit shall be respons'ble for coordlnaplng a management decision
for audit findings that affect the programs of more than one Federal agency.
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e) Reference numbers. Management decisions shall include the
ence numbers the auditor assigned to =zach audit finding in accordance
§ 510 (g) .
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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 optlon
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and cther crganizational units which expended or
otherwige administered Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures of Federal awards for each such department, agency, and other
organizational wvnit, which shall be considered to be a non-Federal entity.
The financial statements and scheduls of expenditures of Federal awards shall

be for the same fiscal year.

(b} Financial statements. The auditor shall determine whether the
financial statements of the auditee are presented fairly in all material
regpects 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) 1In addition to the reqguirements of CGAGAS,
the auditor shall perform procedures to obtain an understanding of internal
control over Federal programs sufficient to plan the zudit to support a low
asgessed level of control risk for major programs.

(2) Except as provided in paragraph ({(c¢) (3) of this section,
the auditor shall:

(1} Plan the testing of internal control over major
programs to support a low assessed level of control risk for the assertionms
relevant to the compliance requirsments for each major program; and

(ii) Perform testing of internal control as planned in
paragraph {(e) (2} {i)} of this secticn.

(3} When internal control over gome or all of the compliance
requirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the planning and performing of testing described in
paragraph (c) (2) of this section are not reguired for those compliance
reguirements, However, the auditor shall repert a reportable condition
{inciuding whether any zuch condition is a material weakness) in accordance
with § .510, assess the related control risk at the maximum, and consider
whethar additional compliance tests are required because of ineffective
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ch! For the compliance reguirementsg related to Faderal
programs contained in the compliance supplement, an dit of these compliance
requiremsnts will meet the reguirements of this part. Where there have been

changes to the compliance reguirements and the changes are not reflecrted in
the compiliance supplement, the suditor shall determine the current compliance
requirements and modify the audit procedures accordingly. For those Federal
programs not covered in the compliance supplement, the auditor should use the
types of compliance reguirements contained in the compliance supplement as
guidance for identifying the tvpes of compliance reguirements to test, and
determine the reguirements governing the Federal program by reviewing the
provisions of contracts and grant agreements and the laws and regulations
referred to in such contracts and grant agreements.

(4} The compliance testing shall include tests of transactions
and such other auditing procedures necessary to provide the auditor sufficient
evidence to support an opinion on compliance.

(e) Audit follow-up. The auditor shall follow-up on prior auvdit
findings, perform procedures Lo assess the reasonableness of the summary
schedule of prior audit findings prepared by the auditee in accordance with
B__ .3215{b), and report, as a current year audit finding, when the auditor
conncludes that the summary schedule of prior audit findings materially
misrepresents the status of any prior audit finding. The auditor shall
perform audit follow-up procedures regardless of whether & prior audit finding
relates to a major program in the current year.

{f) Data Collectieon Form. As reguired in § .320(b) (2), the auditor
shall complete and sign specified sections of the data collection form.

§ .505 Audit reporting.

The auditor's report(s) may be in the form of either combined or
separate reports and may be organized differently from the manner pressnted in
this section. The auditor's report (s) shall state that the audit was
conducted in acceordance with this part and include the following:

(a) &n opinion {or disclaimer of opinion) as to whether the fimancial
statements are presented fairly in all material respects in confeormity with
generally accepted accounting principles and an opinion (or disclaimer of
opinion) as to whether the schedule of expenditures of Federzl awards is
presented fairly in all material respects in relation to the financial
statements taken as a whole,

@3] A report on internal control related to the financial statements
and wajor programs. This report shall describe the scope of testing of
internal contrel and the results of the tests, and, where applicable, refer to
the separate schedule of findings and guestioned costs described in paragraph
(d} of this section.

(C) A report on compliance with laws, regulations, and the provisions
of contracts or grant agreements, noncompliance with which could have a
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tah A schedule of findings and questioned costs which shall inciuds

“he Inlloawing three components:
11 & summary of the audifor s results which shall include:

(i) The type of report the auditor issusd on che
financial statements of the auditees (i.=., ungualified opinion, gqualified
opinion, adverse opinion, or disclaimer of opinion):

(i1} Where applicable, a starement that reportable
conditions in internal control were disclosed by the audit of the financial
statements and whether any such conditions were material weaknesses;

(1ii) A statement as to whether the audit disclosed any
noncompl iance which is material to the financial statements of the auditee;

(iv}) Where applicable, a statement that reportable
conditions in internal control over major programs were disclosed by the audit
and whether any such conditions were material weaknesses;

{v) The type of report the auditor issued on conpliance
for major programs (i.e., ungualified opinion, gualified opinion, adverse
opinion, or disclaimer of opinion);

{(vi) A statement as to whether the audit disclosed any
audit findings which the auditor is required to report under § .510(a);

(vii} An identification of major programs;

{(viii)The dollar threshold used to distinguish between

Type & and Type B programs, as described in § .52¢(b}; and
(ix) A statement as to whether the audites gualified as
a low-risk auditee under § .530.
(23 Findings relating to the financial statements which are
required to be reported in accordance with GAGAS.
(3) Findings and guestioned costs for Federal awards which
chall include audit findinge as defined in § .510{a).
(i) Audit findings (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) Audit 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 repcrted in both sectiocns 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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aucitor's determimation of whether a noncompliance h the provisions of
laws, regulations, contracts, or grant agreements iz material for the purpose
cf reporting an audit finding is in rvelation toc z type of compliance
reguirem=nt for s major program or an audit objective identified in the
compliance supplement.

(2} ¥nown guestioned costs which are greater than £10,000 for
a type of compliance reguirement for a major program. Fnown guestioned costs
are thoss specifically identified by the auditer. In evaluating the effect of
guestioned costs on the opiniocn on compliance, the auditor considers the bhest
estimate of total costs guestioned (likely gquesticoned costs), not just the
guestioned costs specifically identified (known guesticned costs). The
auditor ghall also report known guestioned costs when likely guestioned costs
are greater than £10,000 for a type of compliance requirement for a major
program. In reporting questioned costs, the auditcr shall include information
to provide proper perspective for judging the prevalence and conssguences of
the guestioned costs.

(4) Known guestioned costs which are greater than $210,000 for
a Federal program which is not audited as z major program. Except for audit
follow-up, the auditor is not reguired under this part toc perform audit
procedures for such a Federal program; therefore, the auditor will normally
not find questioned costs for a program which is not audited as a major
program. However, if the auditor does become aware of guestioned costs for a
Federzl program which is not audited as a major program (e.g., as part of
audit foliow-up or other audit procedures) and the known guesticned costs are
greater than 310,000, then the auditor shall report this as an audit finding.

(5} The circumstances concerning why the auditor's report on
compliance for major programs is other than apn unguelified opinion, unless
such circumstances are otherwise reported as avcdit findings in the schedule of
findings and guestioned costs for Federal awards.

{6} Known fraud affecting a Federal award, unless such fraud
is otherwise reported as ar audit finding in the schedule cof findings and
guestioned costs for Federal awards. This paragraph does not reguire the
auditor teo make an additional reporting when the auditor confirms that the
fraud was reported outside of the auditor's reports under the direct reporting
requirements of GAGAS.

(7} Instances where tChe results of audit fcllow-up procedures
disclosed that the summary schedule of prior audit findings prepared by the
auditee in accordance with § .315(b) materially misrepresents the status of

any prior audit finding.

{bi dudit finding detsil. Audit findings shall be presented in
sufficient detail for the auditee toc prepare a corrective action plan and take
cerrective action and for Federal agenclies and pass-through entities to arrive
4t a management decigion. The following specific information shall be
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(29 The condition found, including facts that support the
deficiency identified in the audit finding.

14 Identification of guestioned costs and how they were
computed .

{51] Information to provide proper perspective for judging the
prevalence and conseguences of the audit findings, such as whether the audit
findings represent an isolated instance or a systemic problem. Where
appropriate, instances identified shall be related to the universe and the
number of cases examined and be guantified in terms of dollar value.

{6) The pogsible asserted effect to provide sufficient
information to the auditee and Federal agency, or pass-through sntity in the
case of a subrecipient, to pzrmit them to determine the cause and effect to
facilitace prompt and proper corrective action.

(7] Recommendations to prevent future occurrences of the
deficiency identified in the audit f£inding.

(8) Views of responsible officials of the auditee when there
is disagreement with the audit findings, to the extent practical.
() Reference numbers. Each audit finding in the schedule of findings
and guestioned costs shall include a refersnce number to allow for easy
referencing of the audit findings during follow-up.

.515 audit working papers.

w3

(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 auditee, unless the auditor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention period. When the auditor is aware
that the Federzl awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the partiss contesting
the audit Ifinding for guidance prior to destruction of the working papers and

reports.

(b} Access to working papsrs. Audit working papers shall be made
available upen reguest to the cognizant or oversight agency for audit or its
designees, a Federal agency providing direct or indirect funding, or GAO at the
completion of the audit, as part of a guality review, to resolve audit
findings, or to carry out ovarsight responsibilities consistent with the
purposes of this part. BAccess to working papers includes the right of Federal
agencies to obtain coples of working papers, as ls reasonable and necessary.
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programg, whick shall be Iabpeled Type & programs. Type A programs are defined
as Federzl programs with Federzl awards expended during the audit period
exceeding the larger of:
(i} £300,000 or three percent {.03) of toral Federal

warde sxpended in the case of an auditee for which total Federal awards
»pended egual or exceed £300,000 but are less than or egual to £100 million.

m o

{11} $32 miillion or threze-tenths of one percent {(.002} of
total Federzl awards expended in the case of an auditee for which total
Federzl awards expended exceed $10C million but are less than or egual to $10
billicn.

{(11d) £30 million cor 1% hundredths of one percent (.0015)
of total Pederzl awards expended in the case of an auditee for which total
Federal awards sxpended exceed $10 billicn.

{2} Federal programs not labeled Type B under paragraph (b} (1)
cf this section shall be lzbeled Type E programs.

(2} The inclusion of large loan and lcan guarantees (locans)
should not result in the exclusion of other programs as Type B programs. When
a Federal program providing loans significantly affects the number or size of
Type L programs, the auditor shall consider this Federzl program as a Type A
program and exclude its values in determining other Type A programs.

(4) For biennizl audits permitted under § .220, the
determination of Type A and Type B programs shall be based upon the Federal
awards expended during the two-year periocd.

(o) Step 2. (1) ‘The auditor shall identify Type A programs which are
low-risk. For a Type A program to be considered low-risk, it shall have been
audited as a major program in at least one of the two most recent audit
periods (in the most recent audit period inm the case of a biennial audit),
and, in the most recent audit peried, it shall have had no audit findings
under §  .510{a}. However, the auditor may use judgment and consider that
audit findings from guestiocned costs under §__ .5310{a) (3} and §__ .510(a){4),
fraud under § .510(a) (6), and audit follow-up for the summary schedule of
prior audit findings under §  .510(a} (7) do not preclude the Type A program
from being low-risk. The auditor shall consider: the criteria in §__ .525(c),
5 .5251{dy (1), §  .525(d) (2), and §__ _ .525(d) {3); the results of audit
follow-up; whether any changes in personnel cr systems affecting a Type A&
program have significantly increased risk; and apply prefessiomal judgment zn
determining whether a Type A program is low-risk.

(z) Notwithstanding paragraph {e) {1} of this section, OMB may
approve a Federal awarding agency's reguest that a Type 2 program at certain
recipients may not be considered low-risk. For example, it may be necessary
for a large Type A program to be audited as major each year at particular
recipients to allow the Federal agency o comply with the Government
Management Reform Act of 1%%4 (21 U.S5.C. 3515} . The Federal agency shall
notify the recipient and, if known, the auditor at least 180 days priocr to the
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1n 5§ .525{b) (1), § .525 (b} (2}, and § L5253 (2} (1), 2 single criteria in
§ .525 would seidom Zause a Type B program to be considered high-rishk.

(2) The auditor is not expacted to perform risk assessments on
relatively small Federal programs. Therefore, the auditor is only reguired to
periorm risk assessments on Type B programs that exceed the larger of:

(i) $100,000 or chree-tenths cf one psrcent [,003) of
total Federal awards expended when the auditee has less than or =squal to $100
million in total Federal awards expended.

(11} $300,000 or three-hundredths ¢f one percent (.0003}
of total Federal awards expended when the auditee has more than $100 million
in total Federal awards expended.

(e) Step 4. At a minimum, the auditor shall audit all of the
following as major programs:

(1) All Type B programs, except the auditor may exclude any
Type A programs :dentified as low-risk under Step 2 (paragraph (c) (1} of this
section] .

(2) (i) High-risk Type B programs as identified under
either of the following two options:

(A) Option 1. At least one half of the Type B
programs identified as high-risk under Step 3 (paragraph {(d) of this section},
except this paragraph (e) (2) (i) (A) does not reguire the auditor to audit more
high-risk Type B programs than the number of low-risk Type A programs
identified as low-rigk under Step 2.

(B} Option 2. One high-risk Type B program for
cach Type A program identified as low-risk under Step 2.

(11} When identifying which high-risk Type B programs to
audit as major under either Cption 1 or 2 in paragraph (e) (2} (i) (a) cr (B),
the auditor is encouraged to use an approach which provides an opportunity for
diffsrent high-risk Type B programs toc be audited as major over a period of
time.

{3} Such additional programs as may be necessary to comply
with the percentage of coverage rule discussed in paragraph (£} of this
saction. This paragraph (e) (3) may reguire the auditor to audit more programs

as major than the number of Type A programs.

(£} Percentage of coverage rule. The auditor shall audit as major
programs Federal programs with Federal awards expended that, in the aggregate,
encompass at least 50 percent of total Federal awards expended. If the
audites meets the criteria in §_ .530 for a low-risk auditee, the auditor
need only audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended.

(a) Documentation of risk. The auditor shall document in the working
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- Deviacion from use of rigk criteria. For first-year aundits, the

auditor may £.ect to determine major programs as all Type A programs plus any
Type B programs a8 necessary to meet the percentage of coverage rule discussed
in paragraph (£) of this sectien. Under this option, the auditor would not be
regquired to perform the procedures discussed in paragraphs {c), {d), and (e}
of this section.

(1) A first-yesar aucit is the first yeary the entity iz audited
under this part or the first year of a change of aucditors.

(2) To ensure that & freguent change of auditors would not
preclude audit of high-risk Type B programs, this election for first-vear
audite may not be used by an auditss more Lhan cnce in every three years.

§ .325 Criteria for Federal program risk.
{a) General. The auditor's determination snould be based on an

overzll evaluation of the risk of noncompliance occurring which could bhe
material to the Federal program. The auditor shall use auditor judgment and
consider criteria, such as described in paragraphs (b), (¢}, and (4} of this
section, to ldentify risk in Federal programs. Also, as part of the risk
analysis, the auditor may wish to discuss a particular Federal program with
auditee management and the Federal agency or pass-through entity.

(b} Current and prior audit experisnce. {1} Weaknesses in internal
control over Federal programs would indicate higher risk. Consideration
should be given to the control environment over Federal programs and such
factors as the expectation of management's adherence to applicable laws and
requlations and the provisions of contracts and grant agreements and the
competence and experience of personnel who administer the Federal programs.

(1) A Federal program administered under multiple
internal control structures may have higher risk. When assessing risk in a
large single audit, the auditor shzll consider whether weaknesses are isclated
in a single operating unit (e.g., one college campus} or pervasive throughout
the entity.

(1ii) When significant parts of a Federal program are
passed through to subrecipients, a weak system for monitoring subrecipients
would indicate higher risk.

{iii) The extent to which computer processing is used to
administsr Federal programs, as well as the complexity of that processing,
should be considered by the auditor in assessing risk. DNew and recently
modified computer systems may also indicate rigk.

(2} Prior audit findings would indicate higher risk,
particularly when the situations identified in the audit findings could have a
significant impact onm a Federal program or have not been corrected.

{3) Federal programs not recently audited as major programs
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“han Faderal programs recently audiied as melioY programs

Ry Oversiocht sxercised bv Federal agencies and pass-throuah entities .

T Dversight exercised by ?ederal agencies or pass-through entities zould
indicate risk. For exampis, recsnt monitoring or other reviews periormed by
an oversight enticy which disclosed no significant problems wouid indicats
lower risk. hownver, monitoring which disclesed significant probl=sms would
indicate higher risk.

12 Fedaral agencizs, with the concurrence of OMB, may

idencify Federal programs which are higher risk. OMB plans to provide chis

identification in the compliance supplement.

{d) Inherent_rigk of the Federal program. (1} The nature of a
Federal program may indicate risk. Consgideration should be given to the
complexity of the program and the extsnt to which the Federal program
contracts for goods and services., For example, Federal programs that disburse
funds through third party contracts or have eligibilitcy criteria may be of
higher rlsk Federal programs primarily invelving staff payroll costs may
have a high-risk for time and gffort reporting, but ctherwise be at low-risk.

(2) The phase of a Federal program in its life cycle at the
Federal agency may indicate risk. For sxample, a new Federal program with new
or interim regulations may have higher rigk than an established program with
rime-testad regulationg., Also, significant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agreements may increase
risk.

gy The phase of a Federal program in its life cycle at the
auditee may indicate risk. For example, during the firgt and last yvears that
an auditee participates in a Federal program, the risk may be higher due to
start-up or clos=zout of program activities and staff.

(4} Type B programs with larger PFederal awards expended would

be of higher risk than programs with substantially smaller Federal awards
expended.

§ .530 Criteria for a low-risk auditee.

An zuditee which meets all of the following conditions for each of the
preceding twoe vears (or, in the case of biennial audits, preceding two audit
periods) shall gqualify as a low-rigk auditee and be eligible for reduced audit
coverage in accordance with § .520:

la) Single audits were performed cn an annual bagis 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 agreed to in advance by the
cognizant or oversight agency for audit.

{b) The auditor's opinions on the financial statements and the
schedule of expenditures of Federal awards were ungualified. However, the
cognizant or oversight agency for audit may judge that an opinion
qualification does not affect the wmanagement of Federal awards and provide a
waiver,

{c) There were no deficiencies in internal control which were
identified as material weaknesses under the regquirements of GAGAS. However,
the cognizant or oversight agency for audit may judge that any identified
material weaknesses do not affect the management of Federal awards and provide
a waiver.
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13 ¥riown or likely guestionsd cCOSLS That sxceed five percent

e i3
5f the torzl Federazl: awards expendsd for & Type 2 program auring the vear.

mppendix I te¢ Part - Data Collection Form {Form SF-SAC)
[insert SF-S47 after finalized]

Appendix B to Part - Circular A-123 Compliance Supplement
Note: Provisional OME Circular 2-122 Zompliance Supplement is available
from the Office of Administration, Publications Office, room 2200, New
Executive Office Building, Washingtom, DC 20503.
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Health Information in Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIAT A REEMENT (“Agreement’) is made and entered as of October 1

2008 by and between A S a O\ - KT

[corporatlon partnership, dba], whose business address is: M\C Sunue

: R (hereinafter referred to as “Business Associate”),
and thé CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or

“Covered Entry”).

WHEREAS, the City has a Department of Health that provides a muititude of health care and

related services; and

WHEREAS, in the course of providing health care and related servmes the City obtains

protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services

to the City; and

WHEREAS, the City wishes to disclose some mformatnon to Business Associate, some of

which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the

security of protected health information incompliance with the Health insurance Portability and

Accountability Act of 1996 ("HIPAA") and regulations promulgated thereunder by the U.S. Department

of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section

164.504(e) of the Code of Federal Regulation.

NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Prlvacy 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 to report to Covered Entity any use or .
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate's Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity’'s request in order to meet the
requirements under 45 CFR § 164.524.
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g.

Amendment of Protected Health Information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected heaith 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
disciosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in thig Agreement, provided that such use or disclosure would not
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disclosure provisions are as follows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information for the proper management and administration of the business
Associate.

Except as otherwise limited in this Agreement, Business Associate may disclose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed to the person, and the person notifies the business associate of
any instances of which it is aware in which the confidentiality of the information has been
breached.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggregation services to covered entity as permitted by 42
CFR § 164.504(e)(2)(i)(B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(j)(1).

OBLIGATIONS OF COVERED ENTITY.

a.

Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify
Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate's use or disclosure of protected health information.
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate’s capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b), and

(c) of this Agreement.

TERM AND TERMINATION.

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected health information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to. such information, in accordance with the
termination provisions in this Section.

b. Termination for Cause. Upon Covered Entltys 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. :

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 mformatlon
that is in the possession of subcontractors or agents of business Associate." Busmess

Associate shall retain no copies of the protected health information.

2. In the event that Business Associate determines that returning or destroymg 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 E
PAGE 3 of § PAGES



10.

11.

12.

13.

14.

MISCELLANEQUS

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 faw pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE _AGREEMENT., This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein. '
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributabie to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performarice of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’'s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. If it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney’s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. In the event of any confiict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Regulations and California law. ' -

COSTS. If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitled to its costs and expenses, including reasonable attorney’s fees and court

costs, including appeals. . ’

NOTICES. Any notice or approval required hereunder by either party shall be in writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.

Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first

QCCUrs.
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15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shail 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 purpoese 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:

—od 009 % il

(Name of Business Associate)

a E\\&C{ QADZ

(corporation, partnership, individual)

(person legally allowed to bind organization)

Tite: OnneS Eyeeqtwe OFSiee”

, 20 By:

(person legally allowed to bind organization)

Title:

CITY OF LONG BEACH, a municipal corporation

E - t enim e : i - .
Z Z ,200? By: ( \ Assistant City Manager 2:?: ;‘ UTED pumg

City Manager or designee ﬂ;ﬂ“cr Ion aoaa
“O LTY chARTER
BR

18
The foregoing Agreement is here? approved as to form this day of
. [ Airgmar) , 20 g¢7

ROBERT E. SHANNON,
City Attorney or designee

By:

Deputy v
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ATTACHMENT “G”



CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or
debarment.

The recipient of Federal assistance funds shall provide immediate written notice to the
person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” * primary covered transaction,” “principal,” “proposal,”
and “voluntarily excluded,” as used in this clause, have the meanings set out in the
Definitions and Coverage sections of rules implementing Executive Order 12549.

. The recipient of Federal assistance funds agrees by submitting this document that it shall

not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered
transaction, unless authorized by the departmental or agency with which this transaction
originated.

The recipient of Federal assistance funds further agrees by submitting this document that it
will include the clause titled "Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily.
excluded from the covered transaction, unless it knows that the certification is erroneous,.
A participant may decide the method and frequency by which it determines the eligibility of
its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs.

Nothing contained in the 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 voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations impiementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared 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.

N ‘ . . .
Agreement Number: Contract Agencm’e @\\\dﬂ\eﬂﬁ Q/\\(\'C,
Name and Title of Authorized Representative: E \S RU\Q\"D P“

A a— San.9, 200

Signature ¢~ " Date
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ATTACHMENT "H”



CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s}), as defined in the Los Angeles County code Chapter 2.160 {ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County's Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL “Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and 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’:b‘ﬂ'g Q\'\‘i\d@f\\ge\\ (\‘\C

Name and Title of Authorized Representative: E\\&Q. \Q (\) ic\'f)\og\mb‘ M‘@\\& Em+\§
e PE  Tand.5009 O

Signature \ Date
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