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CONTRACT FOR SOCIAL SERVICES

31460

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

entered, in duplicate, as of October 29, 2009 for reference purposes only, pursuant to a
minute order adopted by the City Council of the City of Long Beach at its meeting on
October 13, 2009, by and between PATHWAYS VOLUNTEER HOSPICE, a California
nonprofit corporation (“Organization”), with offices located at 3300 South Street, Suite
206, Long Beach, California 90805, and the CITY OF LONG BEACH, a municipal
corporation (the “City”).

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

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

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

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

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

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

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

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

1
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in the Contract.
Section 2.
A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A” entitled “Statement of Work”, Attachment “B” entitled “Budget’, Attachment “C”
entitled “Office of Management Budget (OMB) Circular A-110”, Attachment “D”
entitted OMB Circular A-122", Attachment “E” entitled “OMB Circular A-1337,
Attachment “F” entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G”
entitled “Certification of Debarment”, and Attachment “H” entitled “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.
B. Organization shall adhere to all policies, procedures, rules
and regulations established by HUD and sources including but not limited to the
OMB Circulars, Code of Federal Regulations, United States Codes, City of Long
Beach Grants Monitoring Guidelines, this Contract, the City’s contract with HUD
for the funds dispersed under this Contract, the Request for Proposal (“RFP”),
Organization’s proposal in response to the RFP, and all Information Bulletins
issued by the City’s Department of Community Development, Neighborhood
Services Bureau. In addition to and without in any way limiting the foregoing,
Organization shall comply with all laws and regulations set forth in 24 CFR Part
570.
Section 3. The terms of this Contract shall commence at midnight on
October 1, 2009, and, unless sooner terminated as provided herein, shall terminate at
11:59 p.m. September 30, 2010.
Section 4.

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

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

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

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

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

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

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

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

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

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

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

Section 5.

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

City may continue to withhold such funds equal to the amount of improperly used
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grant funds, regardless of whether the funds being withheld by the City were
improperly used.

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

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

Section 6.

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

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

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

Section 7.

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

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

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

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

Section 10.

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

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

not be limited to broad form contractual liability, cross liability, independent
8
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contractors liability, and products and completed operations liability. The

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

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

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

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

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

and Commissions and their officials, employees and agents.

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

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

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

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

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

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

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

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

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

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

Organization shall, within thirty (30) days prior to expiration of the insurance
10
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required herein, furnish to the City certificates of insurance and endorsements
evidencing renewal of such insurance. The City reserves the right to require
complete certified copies of all policies of Organization and Organization’s
contractors and subcontractors, at any time. Organization shall make available to
the City’s Risk Manager or his/her designee during normal business hours all
books, records and other information relating to the insurance coverage required
herein.

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

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

Section 11.

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

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

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

(M 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;

(©) 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;

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

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

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

achieving independent living; and
12
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(2) Other federal, state and local private assistance
available for such individuals, including mainstream resources.

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

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

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

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

Section 13. The City shall facilitate the submission of all reports required
by HUD based on information submitted by Organization to the City. The City shall act
as the primary contact for Organization to HUD for services provided under this Contract.
The City shall facilitate directly to HUD the submission of any information related to all
financial and programmatic matters in this Contract, including but not limited to
reimbursements of grant funds, requests for changes to Organizations’ budget, requests
for changes to Organization’s application for grant funds and requests for changes to
Organization’s Technical Submission.

Section 14. All notices required hereunder shall be in writing and
personally delivered or deposited in the U.S. Postal Service, certified mail, return receipt

requested, to the City at 444 W. Ocean Blvd., Suite 1700, Long Beach, California 90802
13
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Attn: Manager, Department of Community Development, Neighborhood Services Bureau,
and to Organization at the address first stated herein. Notice shall be deemed given on
the date personal delivery is made or the date shown on the return receipt, whichever is
earlier. Notice of change of address shall be given in the same manner as stated herein
for other notices.

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

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

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

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

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

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

i
14
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IN WITNESS WHEREOF, the parties have caused this document to be duly

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

PATHWAYS VOLUNTEER HOSPICE, a
California nonprofit corporation

: o By W
< ‘ resid
()J\/\JA&) IRo w,?g:/k

Type or Prirtt Name

, 20 By

Secretary

Type or Print Name
“Organization”

CITY OF LONG BEACH, a municipal

corporati .
i ity Manager
\Cv\_ { l 120]0 By H/kssustcnt City g

e

City Manager gz srep pursuar
TO SECTION 301 OF
“City” THE CITY CHARTER
This Contract is approved as to form on // L\[ , 20/_@
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ATTACHMENT “A’




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

AGENCY NAME: PATHWAYS VOLUNTEER HOSPICE CONTRACT NUMBER:

PROGRAM OBJECTIVE:

Cumulative

Actual Cumulative Actual Cumulative Actual

Cumulative Actual

1. 1. To provide direct client counseling, intervention and support
services to 100 (unduplicated) children/teenagers in order to promote
a healthy and “normal” response to grief. 95

2. 2, 90% of the children who complete the program will demonstrate
age-appropriate emotional grieving responses; maintain school

attendance, complete school work and demonstrate the capacity to 85
learn; participate in age-appropriate interpersonal relationships.
3. 3. To make 14 presentations to school staff and staff of community-
based agencies including faith-based organizations.
14
4 4. To recruit and train 9 new volunteers to work in the Grief Support
Program. 9

Total Unduplicated Clients Served: 95

%/ Attachment "A"

Signature Page 1 of 1
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Program Budget for

CITY OF LONG BEACH
Social Services Grant Program 2009-2010
PATHWAYS VOLUNTEER HOSPICE

City Contract #

ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION
MSW Bereavement Counselor .40FTE (16 hours per week) — Provides direct services
MSW Bereavement counselor $5,824 to targeted children and communicates with parents and school faculty on grief
reduction strategies; Program Cost: .35% of 12 mos. @ $1,386.66 = $5,824.
) Bereavement Program Advisor .10FTE (4 hours per week) — Provides consultation to
Bereavement Program Advisor $2,400 targeted school personnel on grief reduction strategies; Program Cost: .20% of
12mos. @ $1,000 = $2,400.
Operations Manager 1 FTE (40 hours per week) — Responsible for outreach to the
. schools and community centers to establish venue for program delivery; arranges for
Operations Manager $4,956 service delivery; maintain schedule of service delivery; Program Cost: .10% of
12mos. @ $3,500 = $4,200 plus benefits @ 18% = 756.
TOTAL PERSONNEL $13,180 Total Personnel to be Reimbursed
OPERATIONS
Bereavment Supplies $200 Berea?vement Supplies -95 chilfjren and youth participating x $20 per child for program
supplies; notebooks, booklets, journals = $1,900 Actual Annual Project Cost.
Office Expenses $320 Ofﬁcg Expenses —Includes copier sgpplies, phone expense, postage, paper and office
supplies. $2,500 Actual Annual Project Cost.
Printing Supplies $300
TOTAL OPERATIONS $820 Total Operations to be Reimbursed

Total Program Amount to be Reimbhfééd ‘

SSG 09-10

Y=

Signature

SSG Program Budget-Revised09-10 Blank.xls
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arss

538 »1 jed

ions  of subp
is part shall

Lo recip

v the provisions of
shose sobparis bo subrecipients per-

forming substantive work under grants
wnd  agreements  that  are passed
nrough or awarded by the primary re-
nt. if such subrecipients arg orga-
tions described in paragraph (a) of
sechion

15 Dcm"* does not a

2pply £0 grants,

conT or obther agreements bDe-
twean the Feder 1 Government and
units of State or local governments
covered by OMB  Circular A-102,

“arants and Cooperative Agreementcs
th State and Local Governments'':

and the Federal agencies' grants man-

agemant common rule (see §218.5)
which standardize the administrative

reguirements Federal agencies impose
on State and local grantees. In addi-
tiom, subawards and contracis to State
or local governments are not covered
by this part. However, this part applies
to subawards made by State and local
governments 0 organizations covered
by this part.

(4) Federal agencies may apply the
provisions of subparis A through D of
this part to commercial organizations,
foreign governments, organizations
ander the jurisdiction of forsign gov-
ernments, and international organiza-
tions.

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

(13 Issuing and meaint
ance in this part.

aining the guid-

{2) Tr:e“p ting the policy reguire-
ments in this part and providing assist-

Ey

ance Lo ensure effective and
implementation.

efficient

(3) Reviewing Faderal agency regula-
tions implementing the guidance in
this part, as required by X
Order 12866.

(4) Granting any deviati ons Lo
wral agencies from the gul i
part, as provided in §216.4. E}:ceptions
will only be made in particular cases

1810.9 for availability of OMB

34

auida
sy ,”

nead of czach
awards and ]
12TNen ts qubj 4 W0 bhe ¢ in

part is responsible for:

(1) Implementing the 2 in
subparts A through D of this part by
adophing the langu affe in those sub-

nt provisions are re-

parss unless differ
Pac statute or are ap-

a
gquired by Federal
provad by OMB

{2) Bnsur mrr that the agency’'s com-
ponents and sabcomponents comply
with the a.venuy‘ implemeantation of
ruidance in subparis A thre

g approval
ations from the guidanc
parts A through D of this part
abtions where the guidance requires
oval.
rming other functions speci-
fied in this part.

(ey Reluationship to previous issucnce.
T‘ne guidance in this part previously

25 issued as OMB Circular A-110. Sub-
par‘us 4 through D of this part contain
the guidance that was in the atbach-
ment 50 the OMB circular. Appendix A
%0 this part contains the guidance that
was in the appendix to the attachment.

(fy Injormation Contact. Further infor-
mation concerning this part may be ob-
tained by contacting the Office of Fed-
eral Fingncial Managemens, O
Management and Budget, Was
DO 20503, telephone (202) 385-3993.

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

from O
e

Subpart A—~Generdl

§215.1 Purpose.
establishes u
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sgreament Aok .63 or
D v acguired under an '>vm“d 50
sonduect bazgic or appl w% rese rch Dy
rmrr;):‘i):it, instisution of hi h“r edu-
cation or non-profit  or W]z,am(m

regearch.

ey ol ewerd 277(/ agency means
the Federal agency that provides an
award 5o the recipient.

(p) Federol funds authorized means the
total amount of Federal funds obli-
gated by the Federal Government for
use by the recipient. This amount may

include any authorized carryover of an-
bligated funds from prior funding pe-
riods when permitied by agency regula-
sions or agency implementing instruc-
sions.

{q; Federal shure of rsal property,
sguipmens, or supplies means that per-
sentage of the property’s acguisi tion
costs and any improvemeni expendi-
Lures 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 nstru-

ments means, but is not limited to,
sredemarks, copyrights, pafents and

patent applications and such property
25 loans, notes and other debt instru-

ments, lease agreements, stock and
ather instruments of property owner-

ship, whether considered tangible or in-
tangible,

(t) Obligations means the amounts of
orders placed, contracts and granis
awarded, services received and similar
sransactions during a given period that
reguire payment by *he recipient dur-

ing $he same or a fubure p

"') Ouileys or expenditures means
charges made to the project or pro-
gra,m‘ They may be reported on a cash
or accrual basis. For reporis prepared
on 2 cash basis, outlays are the sum of
sash disbursements for direct charges

for zoods and services, the amount of
indirect expense charged, the value of
in-kind contributions ap-
plied and she amount of cash advances
and payments made o 5ubrectplenu8
reporss prepared on an accrual
nasis, outlays are the sum of cash dis-

¥or

nos

5 and

nrepge
owed
her

ny

proper

b"vumom,s and other
amounts becoming
ms {or Wh]Cl’} no curr

‘z:ind
> tangible, havinv
intangivle, ha
nce, such as copy rig
or %er'w‘i ties.

{(w) Prior approval means wi
proval by an &u%}ho*ized official
dencing prior consent.

(x)y Program income
come sarned by the s
rectly generated W

rnant
axcept

supporied

ity or sarned as a result of the av

(see exclusions in § 215. 24‘5) and )
Program income includes, but is not
imited to, income from fees for serv-
ices performed, the use or rental of real

or personal property acgquired under
federally-funded projects, che sale of
sommodities or items fabricated under
an award, license fees and royalties on
patents and copyrights, and interest on
icans made with award funds. Interest
earned on advances of Faderal funds ig
not program income. Except as other-
wise provided in Federal awarding
szency regulations or the terms and
conditions of the award, pvovrarﬂ in
come does not include the
principal on loans, rebates, cre
counts, ete., or interest earn ed o)
of them.

vy Project costs means 211 allowable
sosts, as set forth in the applicable
Faderal cost D‘"i”lC‘i’)lP% incurrsd by a
recipient and the value of the contribu-
tions made by “h'“ parties in accom-

724

plishing the objectives of the award
during the project period.

(3 Project period m eL ns the period es-
sablished in the award document dur-
ing which Federal sponsorship begins

and ends.

(za) Property means, unless otherwise
stated, real prop r:v sguipment, in-
sangible property and debt instru-
ments.

ATTACHMENT C/
PAGE . of .20 paGes




NSLIINED

¥
19

¢ debt

Swbrec:
all

Lo ooy 018
FLELTIRETE

L Am ok
[CRINAR

o8

01

y

% oy
it |

rant

e

-3
eny

§

jad
puv’
I

lopment

]

i

&0

@
oy

G,

ange

ment

jos

e

W

IILNLE

&

&I

¥+

e

ninai

VET
17L4T

w
m
g

CELALGLN
garch i

g

a0t

B

o
<

devi
50

is,
oLYD

Py
avert
prov

r

I

i

LIibu-

con

1om.

wi

unc

1




the

Por ven')"zr pre«.e on an
sxpenditure basis, ey rep-
the amount of obligations in-

by the reacipient for which an
zax nas nOt. hean recorded.

mm) Inobligated balonce means
sion of she funds authorized by the
w&l awarding agency that nas not

n oblizated by the recipient and is

the

determined by deducting the cumu-
’;:zive obligations from the cumulative
funds authorized.

(nn) Uwrecovered indirvect cosi means
the difference befween the amount
swarded and the amount whi

have been awarded under i
ant's approved negotiated indi sh
rate.

(o0} Working capital advance means 2
procedure whereby funds are advanced
to the recipient to cover its estimated
dishursernent needs for a given initial
period.

§9215.3 Effect on other issuances.

Por awards subject to ihis part, all
administrasive requirements of codi-
fied program regulations, program
maznuals, handbooks and other non-

regulatory materials which are incon-
stent with the reguirements of this

part shall be superseded, except o the
axtent they are raquired by statute, or
authorized in accordance with the devi-
ations provision in §215.4.

£915.4 Deviations.

The Off)“e of Management and Budg-
et {OMB) 2y grant exceptions for
classes of frr?m,s or recipients subwct
50 t‘ne raquirements of un ,Jau ‘hen
auatr

ute. However, in the *ntev‘e% of max-

gniformity, exceptions from the
rements of bthis part shall

,
|
5

De per-
1088

Les,

b1
:
teg
s
£

omy in unusual circumstan
lmg a2gencies may apply
:v» requirements W0 a
ients when approved by
'a.Y‘di"]" agencies may

. o o
D cr
oM

]
(]

’J] ?’

apply rictive requirements
when awardin g "nal‘ awards, except
those requirements which are stat-

.

(1N

arnments,”

i (1-1-06 Edifion

ds.

sections of
lude "m“@(“imﬁz
provisions
lied to subrecipienss p Y
gnder awards if such subre
instivutions of higher
nospitals or other non-profi

Subawar

[F343

ioor-

zanizations. State and local gove
ment subrecipients are subject o

provisions of regulations implement
the granis management common

“Uniform  Administrative Regul
ments for Grants and uoope raetive
wae'nem;s to State and Local

HEVE

published 2t 7 CFR
3015 znd 3016, 10 CFR part 500, i3

part 143, 15 CFR part 24, 20 CFR ¥

437, 22 CFR part 135, 24 CFR parts 44, 85,
111, 511, 570‘ 571, 575, B9G, 850G, 882, 905,
041, 988, 970, and 980, 28 OFR 00“‘ 6.

CER ;arts 97 and 1470, 32 CFR part ,
34 CFR parts 74 and 80, 36 ’“VP part
1207, 38 CPR part 43, 40 CT'R parts 30, 31,

and 33, 43 CFR part 12, 44 CFR oart 13,
45 CFR parts 74, 92, 602, 1157, 1174, 1183,
1234, and 2015, and 49 CFR part 18.

(69 FR 26281, May il, 2004, as amended at 70
¥R 51880, Aug. 31, 2005

Subpart B—Pre-Award
Requirements

§215.10 Purpose.

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

§215.11 Pre-award policies.

(a) Use of Grants and Cooperative
sgreements, and Contracts. In each in-
the Pederal awarding agency
shall decide on the appropriate award
(i.e., grant, cooperative
agreement, or coniract). The Federal
irant and Cooperative Agreement Act

.C. £301-08) governs the use of
opoperative agreements and
I A grant or cooperative
agreement shall be used only when the
Drincipal purpose of a transaction is to

E¥tel mpusn public purpose of support
or siimulation authorized by Federal
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§213.1%6

291516 Resource Conscrvation and
Recovery Act

2
ich is propriated Fad-
un(‘s must ecuion
)0( Saction 6002 that pref-
arence bhe given m “ocar“emem pro-

ams 1o the purchase of specific prod-

containing rec veled materials

ot
identified in guidelines developed by
she Environmental Provection Agency
{EPA) f40 CFR parts 24'?~2:>4), Accord-

State and local instisutions of

nigl er aduc,amon‘ nospiuals and non-
profit organizavions that receive direct
Federa] awards or other Federal funds
give preference in their procure-
programs funded with F Federal
the purchase of recycled prod-
zuant to the BPA guidelines,

nhall

ment

unds £0
S

1088 pur

sry [

-

$915.17 Certifications and representa-

tions.

Uniless prohibited by statute or .codi-
fied regulation, each Federal awarding
agency is authorized and encouraged o
2llow recipients to submit cerbifi-
cations and representations reguired
by stabute, executive order, or regula-
sion on an annual basis, il the recipi~
ents have ongoing and continuing rela-
sionships with the agency. Annual cer-
sifications and representations shall be
signed by rasponsible officials with the
authority to ensure rscipients’ compli-
ance with the pertinent requirements.

Subpart C—Post Award
Requirements

AND PROGRAM MANAGEMENT
§215.20 Purpose of financial and pro-
gram management.

Sections 215.21 through 2156.28 pre-
scmbe standards for financial manage-
ment systems, methods for making
payments and rules for: satisfying cost
sharing and matching requirements,
sccounting for program income, budget
revision approvals, making audits, de-
termining allowability of cost, and es-

yablishing fund availability.

$215.21 Standards for financial man-
agement systems.
cies shall

(g) Federal awarding ag
require recipients to rel we financial

>
oD

ot
AR

cour

disciosure of the f{inar P:al ults
mach federally-sponsored ;

C
D"cgram in accordance with
g regquirements set forih in
ral awarding agency raqul
porting on an accrual basi
cipient that maintains ms
other than an accrual basis,
ent shall not be required o a%na’o”zsn
an accrual accounting system. These
recipients may develop such accrual
data for its reports on the basis of an
nalysis of the documentation on hand.
12y Records that identify adequately
the source and application of funds for
federally-sponsored activities. These
racords shall contain information

saining bo Federal awards, authoriza-
tions, obligabtions, unobligated bal-
ances, assets, ouslays, income and in-
terest.

3 Ez’ ctive conirol over d 2,0~
countability for 21l funds, m‘op riy and
other Wsset, . Recipients shall adeﬁ
quately safeguard all such assets and
asgure they are used solely for author-

ized purposes.

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

{8) Written proceduress to minimize
the vime elapsing between the iransfer
of funds to the rscipient from the U.S3.
Tregsury and the issuance or rademp-
tion of checks, warrants or payments
by other means for program purposes
by the recipient. To the extent that the
provisions of the Cash Management Im-
provement Act (CMIA) (Pub. L. 101-453)
govern, payment methods of State
agencies, instrumentalities, and fiscal

agents shall be consistent with CMIA

Treasury-State  Agreements or the

CMIA default procedures codified at 31

CFR part 206, “Withdrawal of Cash
from the Treasury for Advancss undnz‘
Faderal C"anu and Other Programs.”
br O’*nduzes 1or au.,l-

a,nd C«UOW’ mnay of costs \r» %CCOY'da‘
h the provisions of the applicable
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its acbual rz',s‘n ”’*")ur%ra-
:“nems‘ T‘ne working capital advance
method of payment shall not be used
for recipients unwilling or unable o
provide simely advances to thelr sub-
racipient to meet the subrecipient’s ac-
tual cash disbursements.
';,‘ To the extent available, recipi-
nts shall disburse funds a.vmla,ole from
‘ch«B ments to and interest earned on a
revolving fund, program income, re-
: refunds, contract setblements,
audit recoveries and interest earmed on
such funds before reguesting additional
cash payments.
Unless otherwise required by stat-

éﬂ)
abe. Federal awarding agencles shall
not  withhold payments for proper

charges made by recipients at any time
during the project period unless para-
graphs (h)(1) or (2) of this section
apply.

(1) A recipient has failed
with the project objectives,
and conditions of the award,
reporiing requirements.

{9) The recipient or subrecipient is
delinquent in a debt to the United
Stabes as defined in OMB Circular A-
“Managing Federal Credit Pro-
rrams.” Under such conditions, the
sderal awarding agency may, upon
reas sonable notice, inform the recipient
at payments shall not be made for
ligations incurred after a specified
e until She conditions are corrected
the indebtedness to the Faderal Gov-
nment is liguidated.

(1) Standards governing the use of

nanks and other institutions as deposi-

aoA ieg of funds advanced under awards
are as follows. ’

{1) Except for situations described in
paragraph (i)(2) of this section, Federal
awarding agencies shall not require
separate depository accounts for funds
provided to & recipient or establish any
a¥gibility reguirements f{or deposi-
wories for funds provided to a recipient.
—iowowr recipients must be able o ac-
sount for the receipt, obligation and
expendisure of funds.

to comply
the terms
or Federal

=<}

@

9 ey
J‘J‘

oy
ot T

[

130

a
r
>

[eeN

8

the nastional
ing  the apportunitic
g fwmnd and minor
husiness enterprises, recipients s
sncouraged to use women-owned
minor ied banis (& bank whi
owned ab least 50 percent by women or

tent with

minority group members).

(k) Fecipients shall mainta
vances of Federal funds in
bhearing accountis, onless paragra
(1), (2) or {3} of this section apply.

(1) The recipient receives less than

$120.000 in Federal awards per year.
{2) The best reasonanly available in-

terest bearing account would not be
j) ch d b0 garn interest in excess of
per ye n Federal cash balances.

(3) ‘he, depository would require an

average or minimum balance so high
that it would not be feesible within the
expected Federal and non-Federal cash
resource

(1) For those enfities where CMIA
and its implementing regulations at 31
CFR part 205 do not apply. interest
carned on Federal advances deposited
in interest bearing accounts shall be
remitted annually to Department of
Health and Human Services, Payment
vianagement System, Rockville, MD
20852, Intersst amounts up Lo 3250 per
vear may be refained by the rempﬁenu
for administrative expense. State uni-
versities and hospitals shell comp}y
with CMIA, 25 i pertains to interest.
an entity subject to CMIA uses its own
funds to pay pre-sward costs for discre-
tionary awards without prior written
spproval from the Federal awarding
agency, it waives its right to recover
the interest under CMIA.

(m) BExcept as noted elsewhere in this
part, only the following forms shall bs
authorized for the rec m)ents in re-
guesting advances and reimburse-
ments, Feaderal agenciles s‘naH not re-
guire more bthan an original and two
copies of these forms.

(13 8F-270, Request
Reimbursement. Tach PFederal awa’*d—
ing agency shall adopt the SF-270 as
standard form for all nonoonsbvuouov
programs when electronic funds trans-
fer or predetermined advance methods

{for Advance or
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se of the award 18 4o
that require the

{1dings or land,

T
L}

L
suppors activi

of sguipment,

mally only depreciabtion or use charges

359

Towsver, the fall value of equip-
t or other capital assets and fair
al charges for land may be aliowed,
provided that the Federal awarding
agency has approved the charges.

(h) The value of donated propervy
shall be determined in accordance wit
the usual accounting policies of the re-

cipient, with the following gualifica-
vions.
(1) The wvalue of donated land and

huildings shall not exceed its fair mar-
iret value at the time of donation ©o
the reciplent as established by an inds-
pandent appraiser (e.g., certified real
property appraiser or General Services
Adminigtration representasive) 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-
divion at the time of donation.

{3y The value of donated space shall
not exceed the fair rental value of com-
parable space as established by an inde-
pendent appraisal of comparable spac
and facilities in a privately-owned
huilding in the same locality.

{4) The value of loaned eguipment
shall not exceed s fair rental value.

{3} The {follo: I8
tain  to the recipient’s supporting
ecords for in-kind contributions
third parties.

(i) Volunteer services shall be docu-

o

} The basis for determining the
wabion for personal service, mate-
rial, eguipment, buildings and land
shall be documented.

Program income.

(a) Faderal awarding agencies shall
standards set forth in this
ction in requiring recipient organiza-
siong to account for program income

a0

S

> used
in the {oi-

cipient and used to further sligi-
ble project or program objectives.

y Used to finance the non-Federal
share of the project or program.

(33 Deducted from the total project
program allowable cost in de g
the net allowable costs on w
Federal share of costs is based.

(cy When an agency authorizes
disposition of program income as de-
seribed in paragraphs (0)(1) or (YD) of
this section, program income in 2Xoess
of any limits stipulated shall be used in
accordance with paragraph (D 3T
this section.

(d) In the event that the Federa
awarding agency doss not spacify in its
regulations or the terms and condi-
sions of the award how prograrm incoms
is to be used, paragraph (b)(@3) of this
gsection shall zpply auiomatically to

ar

G

21l projects or programs except re-
search. For awards thai support re-

segrch, paragraph (b)(1) of this section

shall apply automatically e

awarding agency indicaies in the terms
)

the award or the recipient is subject 0
special award conditions, as indicated
in §215.14.

() Unless Federal awarding agency
regulations or the terms and condi-
sions of the award provide otherwise,
cipients shall have no obligation to

project period.
() If authorized by Federal awarding
v regulations or the terms and
nditions of the award, costs incident

may be deducted from gross incomg 0
determine program income,

shese costs have not been charg
the award.
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y one-Sime
:d merely for
hligated bal-

award.
not be exercis

}"‘: !* ’X‘SY
ne purpose of

using unc

involves any
obiectives or

{i1iy The extension
change in the approved
scope of the project.

{3) Carry forward anobligated bal-
ances to subseguent funding periods.

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

({3 The TFederal awarding agency
may, at its option, restrict the sransfer
of funds among direct cost categories
or programs, functions and activities
for awards in which the Federal share
of the project exceeds $100,000 and the
cumulative amount of such bransiers
exceeds or is expected to exceed 10 per-
cent of the total budget as last ap-
proved by the Federal awarding agen-
cy. No Federal awarding agency shall
permit a transfer that would cause any
Faderal appropristion or part thersof
to be used for purposes other bthan
those consistent with the original in-
tent of the appropriation.

{z) All other changes o nONCO nstruc-
tion budgets, except for the changes de-
scribed in paragraph (§) of this section,
do not require prior approval.

{h) For construction awards
ents shall reguest prior w:‘::tpn ap-
proval promptly from Federa awarding
agenciss for budget r""»uslo*xs whenevnr
aragraphs ()1}, (2) or (3) of this sec-

Ry

fan

Luen Cu.)‘)y 7

con

B cost pri

(v No other prior approval
ments for ite mzw ‘ue -
poged an)nsa a dz—avh tion has been ap-

proved by OMB.

i) When a Federal awarding agency
malres an award that provides suppory
for both comstruction and nonconsirac-
tion work, the Federal awarding agen-
¢y may require the recipient to reguest
prior approval irom the Federal award-
ing agency before making any fund or
budget transfers between the {wo types
of work supported.

(k) For both construction and
construction awards, Federal awardl
agencies shall requwm recipients oo no-
5ify the Federal awarding agency in
writing promptly whenever the amount
of Federal autho:’ized funds is expecis

to exceed the needs of the racipient for

the pro ew period by more than 55000
or five percent of the Federal award.
whichever is gre z r. This notification
shall not be required if an application
for additional iundmg ig submitted for
a continuation award.

non-

=3

(1) When requesting apyproval [or
hudget revisions, recipients ha” use
the budget forms that were used In the
application unless the Federal award-

ing agency indicates a letter of request
suifices.

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

(68 TR 26281, May 11, 2004,
¥R 51880, Aug. 31, 2005)

a5 amended at 70

§215.26 Non-Federal audits,

(2) Recipients and subrecipients that

ja}

sion apply. are institubtions of higher education or
(1) The revision results from changes other non-profit organizations (includ-

in the scope or the objective of the ing hospitals) shall be subject to the

project or program. audit reqguirermnents contained in the
{2) The need arises for additional Single Audit Act Amendrents of 1096
Federsl funds to complste the project. (31 U.8.C. 7501~ J’)’U and revised OME

52
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ong of pas
niform Admini i
for Grants and Agresements w
Tnsbitusions of Higher Bducabtion, Hos-
pitals, and Other Non-Profit Organiza-
sions, ') and

(5y The agencies' granis managsment
common rule (see §215.5).

(¢y When Federal agency provides
-nig flexibility, as a prerequisite to &
tate's exercising this option, a State
must adopt its own writien fiscal and
administrasive reguirements for ex-
pending and accounting for g1l funds,
which are consistent with the provi-
of 2 CFR part 225, “Cost Prin-
; for Shate, Local, and Indian
meihal Governments (OMB Circular A-

Y

2

ot

b P
cis

S

U2

3

87y and extend such poticies to all sub-
recipients. These fiscal and administra-
tive requirements must be sufficiently
gpaci to ensure that: fands are used
in compliance wish all applicable Ied-
aral statutory and regulatory provi-
sions, costs are reasonable and nec-

1l

agary for operating these programs,
and funds are not be used for general
expenses rsguired to Carry out other
rasponsibilities of a State or its sub-
recipients.

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

PROPERTY STANDARDS

§215.30 Purpose of property stand-
ards.

Sections 215.31 through 21837 set

forth  uniform standards governing

menagement and disposition of prop-
erty furnished by the Federal Govern-
ment whose cost was charged o a
project supported Ly & Faderal award.

Federal awarding agencies shall re-
quire recipients to observe these stand-

ards under awards and shall not impose
additional requirements, unless specifi-
sally reguired by Federal stetube. The
ent may use it OwWR Propersy
management standards and procedures
provided it observes the prov of
§215.31 through §215.37.

181008

£215.31

Insurance coverage,

eal 1
al funds

owned by uhe

a8 provide

property

raderally-owned property nee
insursd unless reguired b

and condisions of the award.

$915.32 Real property.

Bach Federal awarding agency
prescribe requirements for i
concerning the use and disposition
real property acauired in vhole or
part under awards. Unless otherwise

provided by statube, such require-
ments, at & minimum, shall consain

she following.
(2 Title to real propervy shall ve
the recipient subject to the condi

that the recipient shall ase the
property for the authorized purpose of

she project as long as it is neede
shall not encumber the property wi
out approval of the Federal awarding
2gency.

o) The recipient shall obtaln writien
approval by the Federal awarding agen-
cy for the use of real property in obher
federally-sponsorsd projects when the
recipient determines that the property
is no longer needed for the purpose of

the original project. Use in other
projects shall be limited to those under
{ederally-sponsored projects (i.e.,
awards) or programs that have pur-

poses consistent with th
for support by the Federal awardi
agency.

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

(13 The recipient may be permitted to
retain bitle without further obligation
to the Federal CGovernment after it
compensates the Federal Government
for that percentage of the current fair
market value of the property attrib-
utable to the Fed roieipation in
the project.
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jeral
is
! T mmu,
nou g)onsored ny
1t shall be pery
i‘.}*e Pederal m\"n‘din

Lwar
owned

e

erd

25 shall be treated

replacement

When acquiring
ipment, the re¢ipient may use the
tpment o be replaced as trade-in or
the eguipment and use the pro-
sifset the costs of the replace-
nent equipment subject to the ap-

oval 0‘-” the Federal awarding agency.

) recipient's property manage-
t standards for equipment acguired
Fedearal funds and federally-owned
ec_mpncn shall include all of the fol-
iowing:

1) BEguipment records shall be main-
sained accurately and shall include the
iollowing informaeation.

i) A description of the equipment.

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

(i) Source of the equipment, includ-
ing the award number.

fiv) Whether title vests in the recipi-
ant or the Faderal Government.

tv) Acquisition date (or date
ived, if the equipment was furnished
the Federal Gtovernment) and cost.

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

(vii) Location and condition of the
sguipment and the date the informa-
sion was reported.

(viiiy Unit acguisition cost.

Ultimate disposision data, in-
of disposal and sales price

R
our-

re-

e

A0
A

cluding date
or the method used to determine
:"M; fair market value where a racipi

nt compensates the Federal awarding

ge*xcv for its share.

2) Bguipment owned by the Federal
sernment shall be idantified to indi-
ownership.

) A physical inventory of equipme
hall he taken and the results

oniciled with the equipment records ab
least once every swo ysars. Any dif-

adera

I‘QO

¥

v}

o

ed By

ﬂ"yl(‘v,y\ i

Lo determine the
ence. The recipient
in m*mec,um with :;he
verify the existence, current
‘?amom and continued need for
sguipment.
y A control system
to insure adequate safeguards o
loss, damage, or theft
squipment. Any loss, damage, Or
of squipment shall ve investigated and
fully documented; if the equipment was
owned by the Federal Government, the
recipient shall promptly notify
Federal awarding agency.

(5) Adeguate maintenance proce
shall be implemented %o
squipment in good condition.

(6) Where the recipient is authori
or required to sell fhe equipment, Prop-
er sales procedurss shall Dn es;abhqhed

vant

wdures
she

which provide for competition to the
extent praciticable and result in 21
highest possible return.

(g) When the recipient no longer
needs the equipment, the eguipment
may be used for ofher activities in ac-

cordance with the following sbtandards.
For equipment with a current per unit
fair market value of $5000 or more, the
recipient may retain the eguipment for
her uses provided that compensation
is made to the original Federal awa z‘d—
ing agency or its 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 to the cur-
rent fair market value of the equip-
ment. If the recipient has no need for
the sguipment, the recipient shall re-

el

guest disposition instructions from the
Federal awarding agency, The ﬁ‘aocm
awerding  agency hall  determine

whether the aaalpmﬁ*ﬂ; can De use‘ Lo
eet the agency's requirements. If no
reguirement exists within that ar'encv
the availability of the sguipment shall
be reported to the General Services Ad-
min 1s;r'”1on by the Federal awarding
agency Lo determine whether a requirs

ment fo:‘ the equipment exists in other
Paderal agencies. The Federal award-
ing agency shall issue instructions to
the recipient no later than 120 calendar

g
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Z, 2
S LS

)
Tovernment in developing an agency
action that has she force and effect of
law, She Federal awarding agency shall
request, and the rescipient shall pro-
vide, within 2 reasonable time, the re-
search daba so that they can be made
availabie S0 the public through the pro-
caduraes sstablished under the FOIA. If
the Tederal awarding agency obtains
he research data solely in response b0
PO1A reguest, the agency may charge
the requester a reasonable fee squaling
the full incremental cost of obtaining
the research data. This fee should re-
fiect costs incurred by the agency, the

ot ©

1

recipient, and the applicable subracipi-
ants. This fee is in addition to any fses
the agency may assess under the FOIA
(5 U.8.C. 552(a)(4)(A)D.

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

(i) Research data is defined as the re-
corded factual material commonly ac-
cepted in the scientific community as
necessary to validabe research findings,
put not any of the following: Prelimi-
nary analyses, drafis of scientific pe-
pers, plans for future research, peer re-
views, or communicabtions with col-
1sagues. This “recorded” material ex-
cludes physical objects (e.g., laboratory
samples). Research data also do not in-
clude:

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

(By Personnel and medical informa-
tion and similar information the dis-
closare 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 & research study.

741) Pablished is defined as

either

Research findings are published
peer-reviewead scientific or tech-

bl

B

! Governn

200100

) v the §
in deveioping an
the force and
fined as when an
officially cites fhe res
support of an agencs
she force and effect of |

(e} Title to intangible

Tit nre
debt instruments acguired
award or subaward vests up
sion in the recipient. The
shall use that property for

the Federal
awarding agency. When no longer need-

for Hhe originally authorized pur-
pose, disposition of the intangible prop-
arty shall ocour in accordance with the
provisions of §215.34(g).

P

{60 ¥R 26281, May 11, 2004, zs amended at 70
TR 51881, Aug. 31, 2005}

§215.37 Property trust relationship.

Real property, squipment, intangible
property and debt instruments that are
acquired or improved with Federal
funds shall be held in trust by the re-
cipient as trustee for the beneficiaries
of the project or program under which
the property was acquired or improved.

Agenciss may require recipients to
record liens or other zppropriate no-
tices of record to indicate thatl par-

sonal or real property has been ac-

gquired or improved with Federal funds
znd that use and disposition conditions
3pply to the property.

PROCUREMENT STANDARDS

§215.40 Purpose of procurement
standards.

Sentions 21541 ¢ 215,48 set
forth standards for use by recipients in
astablishing procedures for the Dro-
curement of supplies and other expend-
able property, equipment, real properiy

and other services with Federal funds.
These standards are furnished to an-
sure that such materials and services
are obtained in an effective manner
2nd in compliance with the provision

wn -
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e mf» at“n ards.
pecific features of
desc ions thalt bid-
Lo meet when such
s included in the solicitation.

The accaptance, 5o Gthe extent
pracoicable and sconomically feasibie,
of DTOGU,CUS and services dimensioned in
the metric system of measurement.

¢vi} Preference, to the extent prac-
ticaple and economically feasible, for
products and services that conserve
nasural resources and protect the envi-
ronment and are Dnevr;y efficient.

(p) Positive affors shall be made by
recipients to ubilize small businesses,
minority-owned firms, and women’ ‘s
huginess enterprises, whenever pos-
sinble. Recipients of Federal awards
shall seke all of the following steps bo
further this goal.

(1) Bnsure that small businesses, mi-
noricy-owned firms, and women's husi-
ness enterprises a,le used to the fullest
extent practicable.

(2) Malke information on forthcoming
opportunities available and arrange
time frames for purchases and con-
cracts to encourage and facilitate par-
ulcmaulon by small businesses, minor-

ity-owned firms, and women's business
enuerpmaes.

3) Consider in the confract process
whether firms competing for larger
conzub s intend to subcontract with

“orand
21

s
agual”
required

ftems 2
w\, 'Phe

small husinesses, minority-owned
firms, and women's business snter-
nrises.

(4) Encourage contracting with con-
sortiums of small businesses, minority-
owned firms and women's business en-
terprises when 5 conbract is too large
for one of these firms to handle individ-
2211y,

(5) Use the services and assistance, as
appropmaue of such organizations as
the Small Business Administration and
the Deparsment of Commerce’s Minor-
ity Business Development Agency in
the solicitation and ubilization of
small orwine sses, minority-owned firms
and women's bus mbss anterprises.

{¢) The type of procuring instrum
used (e.g., fixed price contracts, cost re-
smbursable contracts, purchase orders,
and incentive contracss) shall be deter-
mined by the rscipient but shall be ap-

oy

08

- b
<]

60

~
O3

she H
‘rost-plus-a

r ‘‘perceniage f)f construc
methods of contracting sha
used.

(dy Contrachs shall be made only s
ponsible  contractors
he potential ability s0 per
essfully under the serms and
the proposed procureme
np o

54

TEes

(“‘ cv

sions of
Consideration shall
mabbers as contracior integr
of past performance, financial
technical resources or accessibility bo
other necessary resources. In cerial
circumstances, contracts with certal

157,

cerivaln

parties are restricted by agencies’ im-
169,

LR T
LR

plementasion of E.O.5 12548 and
“Debarment and Suspension.’

(2) Recipients shall, on request, m
available for the Federal award
agency, pre-award review and procu
ment documa‘ans such as reguest
proposals or invitations for bids, ind
pendent cost estimates, efc., when any
of the following conditions apply.

(1) A recipient’s procursement proce-
dures or operation f{ails to comply with
the procurement standards in the Fad-
eral awarding agency's implementation
of this part.

(2y The procursment is expscted o
exceed the small purchase threshold
fixad ab 41 U.S.C. 408 (11) (currently

$25.000) and is to be awarded withoub
competition

or only one bid or oifer is
received in response 0 2

T

solicifation.
(3) The procurement, which is ex-
pected to exceed the small purchas
threshold, specifies a ‘‘brand n@me
product.
(4 The

"

award over th
small purchase threshold is to D
awarded to other than the apparent
jow bidder under z sealed bid procure-
ment.

(5) A proposed contract modification
¢changes the scope of & conbract or In-
creases the contract amount by more
than the amount of the small purchase
threshold.

proposed

- (DD

§9215.45 Cost and price analysis.

Some form of cost or price analysis
shail be made and documented in the

procurement files in connsction with
v - — A
ATTACHMENT .l

PAGE ...

2.7 0F 20 pAGES




2

&

N " ! "
! 3 e o
Q) o AR e B S ] S a
e w08 lac I R .
9 — s E - ,w wH
a4 Owda. 3 e B £y gy 82
£ ¥ L [
£ o A © R I R
ot [ R e i I -1 Aand
K = R & S . ==
ﬂw s D g o %] 3 [OIR]
] 0 che g g [ .
@) @ & g e g
o A3 pEgrEte Ve S——
N ! <] 3
235 o J
= “ PO H
= S o
o Py ]
ot 1 Wy =]
% I S &
- .ﬂ‘_ [ o
@ : I 2
& ] 2 N
e 5y 6 2
- o ]
o> 4 Q o
& bBp 8 :
My Pty B
= - @ Q5
. £ N mw ft
w <« X
U e
Y oA %
<« RIS
i £) #3 —
S

Sers
SOon

e

i
e
4
€
5.

&

N O a2 3y O - L
g , das 3 0
a A R T Q
4 3 ddogda” . %
o 1% SOOH wug 4 3
5 & wad9d8 589§
. ¢ E o
w o 13 o o, Q M.w S od m —
3 493 535 i E
£ Rt « o\ = ol
" g - = 2 @ ul
g g 8 EE ER “
H o = Qg & & o
o 4 5 e & v .
= P & LS S . ¢t o
by O t & o o w nw w.u.
3 g gaod § oS i
I = o O SIS =
- gt Q o < 4 e O
3 =1 h | 2 © 1 BHQ 8
Z 3 & e 3 3 a o
£ o L 3 ]
A © 5] S @y g (S
I O 5 QW an my b of
© i~ - : @ AF0 8T d s o
b < 3 = i i
' . 5 I [ B B - e
: i > LRI RS R SR SR
uy ) RS A Y O
> o i o $ b 3
e S o 2% e &3 foo -SSR
b e H wn SRS IR G E B IR G IR




® o

i crm nent 6o a
for she purpose of malst
minzations, s
criptions.

fe) All contracts, including smeall
purchases, awarded by recipients and
cheir contractors shall contain the pro-
curement provisions of appendix A U0
this pars, as applicable.

j=N
\’\

1
=1
g3
3

w om0y
§;

REPORTS AND RECORDS
5915.50 Purpose of reports and
records.
actions 21551 through 218353 seb
fmth the procedures for monitoring
and reporting on the recipient's finan-
cizl and program performance and the
necessary standard reporting forms.
They zlso set forth record retentcion re-
guirements.

§915.51 Monitoring and reporting pro-
gram performance.

(2) Recipients are responsible for
managing and monitoring each project,
program, subgsward, function or ac tiv-
ity supported by the award. Recipients
shall monitor subawards to emsu.x sub-
recipients have met the audit req uire-
ments as delineated in §215.26.

(b) The Federal awarding agency
shall prescribe the frequency with
which She performance reports shall be
subrnitsed. Except as provided in
§215.51(f), performance reporis shall
not be reguired more frequently than
quarterly or, less frequently than an-
nuzlly. Annual reports shall be due 30
ralendar days after the grant year;
quarterly or ssmi- annual renolts shall
be due 30 days after the reporting pe-
riod. The Federal awarding agency may
reguire annual reports hefore the anni-
versary dates of multiple year awards
in Heu of these requirements. The final
performamce reporis are due 90 cal-
sndar days after the expiration or ter-
nation of the award.
¢¢y If inappropriate, a final technical

¢ r

pa

of seoual accom-
the poals and oblec-
for the period.
¢ investigator, or both.
Whenever appropriate and the ouiput
of programs or pro }ect:s \,an D" readily
guantified, such ¢ data
should be relabed to COb\: daza. :"o: com-
putation of unit costs.

(2) 'Puezwons W‘ay Bl tablis‘na@

e:‘e not met,

(3) Other p
cluding, when app opria
and explanation of x,OSC
high anit costs.

(a; Becipients shall not be requirad to
abmit more than the original and two

pies of performance reporis.

(1"} ;nem‘mn‘uq analf xmmodlate""

(3 J}

act, on uh‘"’ awmm sunnorzea cﬁouwmc;
Also, notification shall be given in the
case of problems, delays, or adverse
conditions which materially impair the
ability to meet the objectives of the
award. This notification shall include 2
statement of the action taken or con-
templated, and any assistance neaded
to resolve the sifuation.

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

(h) Federal awarding agencies she 1
comply with clearance reguiremeandt
5 CFR part 1320 when requesting
formance data {rom recipients.

1

ge*:

§215.52 Financial reporting.

{2) The following forms or such other
forms as may be approvec by OMB are
aunthorized for obteining financial in-
formation from recipients.

(1) SF-260 or SF-260A, Financial Sta-
tus Report.

(i) Each Federal awarding agency
shall reguire recipients to use the SF-
269 or SF-2694 to report the stafus of
funds for all nonconstruction projects
or programs. A Federal awarding agen-
cy may, however, have bhe option of
not requiring the SF-269 or SF-28%A
when the SF-270, Request for Advm{;e
or Reimbursement, or SF-272, Report

or performance report shall not pe re- of Federal Cash Transactions, ig deter-
guired after completion of the project mined to provide adequate Information
62 —

AT ACHMENT o
pace 22U oF 20, pAGES




e

[

o
4 g
,MM L3

19

Tt

o O 43 F o]
RS ] g
£ N w g A g (R )

g &

o

e

: Q &

PP S S Qe Ry
HHEHEA O 4 &3 i

il
2 i o

Ll

Bl fee
e
!

DAL

TiE.

en

v
I

e

U
[ g o O £ o
AT & S B S R S

rallba

¢

Top

O



2CFRCh B O-

e

NOTL

ing. nave &the “gm

gt.“,cwd 2CCess

471558 Retention and access require-
ments for records.

what

() in order %0 m ah a

~ents for record retention and access '{LanuuLOﬂS, excerpts,
f records for awards to recipients. coples of such documentcs

ederal awarding agencies shall not mso nc tudes Lzme van d re mnab}e ac-
pose any other record retention or

access requirements upon recipients.
{h) Finanscial records, supporising doc-
aments, =stabistical records, and all
sther records perdtinent Lo an award
shall be retained for a period of three
years from the date of submission of tained.
the final expenditure report or, for (f) Unless required by statube, no
awards Shabt are renewed guarterly or F deral awarding uqenc,y shall place
annually, from the date of the submis- restrictions on recipients that Hmit
ion of the guarterly or annual finan- public access to the recor dS of recipi-
report, as authorized by the Fad- eonts chat are pertinent (o an awa rd, ex-

(ay This section sets forth regul

p“"DOSe of Anuorv ew and discu
lated to such documents. The ri
access in this paragraph are Y
ited to the required retention
but shall last a5 long as records are re-

UX

cial v

zral a "“(Lng agency. The only excep- cept when the Federal awarding agency

=ions are the following. can demonsirate that such records
{j“ if gmy ltigation, ¢laim, or andit is shall be kept confidential and would

ted before the expiration of the o- nhave been exempied from disclosure
sar period, the records shall be re- pursuant oo the TFreedom of Informa-
sined until all litigation, claims or sion Act (5 U.8.C. 562) if the records
sudit findings involving the records had belonged to the Federal awarding
have been resolved and final action &gency.
talen. (g) Indirect cost rate proposals, cost al-
(2) Records for real property and locations plans, etc. Paragraphs (g)(1)
equipment acquired iL 1 Faderal funds and (gX2) of this sechion apply o the
shall be retained for 3 years after final following types of documsnts, and their
Jmpommon supporting records: indirect cost rave
(3) When records ar sransferred to or compubations or proposals, cost alloca-
maintained by the Bndewal awarding vion plans, and any similar accounting
agency, the 3-year retention require- computations of the rate ab which a
ment is not applicadle to the recipient. particular group of cosis is chargsahle
{4) Indirect cost rate e proposals, cost (such as computer usage chargeback
allocations plans, ete. a5 specified in rates or composite fringe benefit
§215.53(g). rates).

(¢) Copies of original records may be (1) If submitied jor negoiiaiion
guhstituted for the original records if recipient submits to the G
uahor‘zed by the PFederal awarding awarding agency or the subrecipien
submits o the recipient the proposa

n bk

‘J)

.

CTN:

28ency.
(d) The Feder al awarding agency plan, or other computation to form the
shall request ransfer of ceriain hasis for negotiation of the rate, t'neh

records to its Qu%f)dv from recipients the 3-year retention period for its sup-
when it determines shat the records DPOTHNE records starts on the dabte of
possess long  term retention value, such submission.

in order Lo avoid duplicate {2y If not submitted for negotiation. If

However,
the recipient is not required to submit

recordkeeping, a Federal awarding

age Cy may make anaﬂgampma for re- 50 the Federal awarding agency or tne

cipients to retain any records that are subrecipient is not raquired to submit

conv 1 lU.OU.:TY neaded for joint use. %o the recipient the proposal, plan, or
64
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g and 1488
g agency

(sse §215.13).

9 and

Lions

Subpart D—After-the-Award
Requirements

§.3’L5470 Purpose.

Secsions 215.71 through 215.73 contain
closeou r, procedures anc other proce-
dures for subsequent diszllowances and

adjustments.

.71 Closeout procedures.
Recipients shall submit, within 80
calendar davs after the date of comple-
tion of the award, all financial, per-

formance, and other reports as required
conditions of the

by the terms and
award. The Federal awarding agency
may approve extensions when ré-
quested by the recipient.

{b) Unless the Federal awarding agep

v
I

¢y authorizes an extension, & nt
shall liguidate all obligations incurr vd
under the award not later than 90 cal-
endar days after the funding pericd or
the date of complebion as specified in
the terms and conditions of the award
or in agency implementing instruc-
tionsA
Faderal awarding agency
smn meke prompt payments Lo 2 re-
cipient for allowable reimbursable
costs under the award being closed out.

(d) The recipient shall promptly re-
fund any balances of unobligated cash
that the Federal awarding agency has
advanced or paid and that is not auv-
thorized to be retained by the recipient
for use in other projects. OMB Circular
4-120 governs unreturned amounts that
become delinquent debt

() When authorized by the terms and
condisions of the award, the Federal
awarding agency shall make 2 settle-
ment for any upward or downward ad-
justments to the Federal share of costs
ter closeout reporss are received.

The recipient shall account for
real and personal properdy
ad with Federal funds or received
the Fﬂde"&l Government in
cordanc se with §215.31 through §216.37.
(e} In the Mmrxt 2 final audit has not
heen performed prior to the closecut of

The

ac-

any

al-

o

5215.72 Suhsequent adjustments and
cantinuing responsibilities.

(a} The closeout >‘ an award doss not
affect any of

{1y The right
4ZENCy o
funds on o
other review.

(%) The obligation of the recipisnt
return any funds due as & sul
iater refunds, corrections, or oth
rransacuions.

» Auditr

a

seout of an award,
;1‘%39@ under an awsa
ne rnodlf ad or snded in wnule or
part with the consent of the Feder
awarding agency and the recipient,
provided the responsib es of the re-
cipient referred to in paragra aph (a) of
+his section, including those for prop-

i1

ivl

srty management 28 zmnn(xxbw are
considered and provisions ade for
consinning responsibilities of the re-

cipient, as appropriate.

6281,
L Aag

Mzy 11, 2004, as amended at 70
. 31, 2005}

Collection of amounts due.

() Any funds paid to a recipient in
excess of the amount to which thes
cipient is finally determined to he enii
sled under the ;,e ms and conditions of
the award constitute a debt to uhe Fad-
sral Government. If not paid -
reasonable period after the demand for
payment, the Federal awarding agency
may reduce the debt by paragraphs
(2)(1), {2) or (3) of this section.

(1) Making an administrative cofise
against other reguests for relmburse-
ments.

(2) Withholding
otherwise due to the

e

st

+
Y

ey 1y

pay

mentis

reci

el

pient.

{3) Taking other action pe
statute.
(b)Y Except as of Ycrv‘ e provided hy
law, the Pederzl awarding agency shall
N




Federal award.
ded from tier o

Such disclosures are forwa
sier ap to She recipient

& Deharment and Suspension (B.Cs 12548
and  12888%—a contract award with an
amount ewpected to egual or sxcesd $25000
and certain other contract awards (see 2 OFR
140.,220) shall not be made o parties listed on
she government-wide Bxcluded Parsies List
Svstem, tn accordance with the OMB guide-
lines at 2 OFR part 180 that implement E.08
19549 (3 CFR, 1986 Comp., p. 189) and 12668 {3
CFR, 1989 Comp.. p. 235), “‘Debarment and
Suspension.'’ The wxeluded Parties List Sys-
tem contains the names of parties debarred,
suspended, or otherwise sxcinded by agen-
cles, as well as parties declared ineligibla
gnder statutory or regulatory authority
other than BE.O. 12548

189 PR 26081, May 11, 2004, as amended at 70
®R 5187¢, Aug. 31, 2005]

PARTS 216-219 [RESERVED]

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

Seac.

220.53 Purpose.

220.10 Scope.

240.15 Policy.

220.20  Applcabilivy.

990.25 OWB responsibilities.

200.30 Federz] agency responsibilities.
290,35 Rifective date of changes.

990,40 Relabionship to previous issuance.
290.45 Information contact.

APPENDIX A TO PART 220-—PRINCIPLES FOR DE-
TERMINING GOSTS APPLICABLE TO GRANTS,
CONTRACTS, AND OTHBR AGREEMBNTS WITH
EDUCATIONAL INSTITUTIONS

AuTHORITY: 31 U.S.C. 503; 31 U.S8.C. 11111 41

U.8.C. 406, Reorganization Plan No. 2 of 1870;

©.0. 11541, 35 FR 10737, 3 CFR, 1886-1970, b.

939,

gourcE: 70 PR 51881, Aug. 31, 2008, anless
stherwise noted.

ining costs applicable to granis,
sts, and other agreements with
cabional ingtitutions.

[S5)

5220.10

Scope.

1d ingtitutional

Frovision for i
above cost is ou

part,

§220.15 Policy.

The principles i ; are de-
signed to provide that the Federal Gov-
) I its fair share of total
costs, defermined in accordance with
generally accepted ace unting prin-
cipies, except where restricted or pro-
hibited by law. Agencies are not eX-
pected 5o place additional ricti
on individual items of cost.
sessful application of cost accounting
principles requires development of mu-
tual understanding between represent-
atives of sducational institutions and
of the Federal Government as to thel
scope, implementation, and interprsia-
tion.

§220.20

(2) A1} Federal agencies that sponsor
research and development, training,
and other work at educational institu-
tions shall apply the provisions of Ap-
pendix A to this part in determining
the cogts incurred for such work. The

Applicability.

principles shall also be used as a guide
in the pricing of fixed price or lump

surmn agreements.

(b) Each federal agency that awards
defense-related contracts to & Feder-
zlly Punded Ressarch and Developrment
Center (FFRDC) associated with an
sdueational institution shall require
the FFRDC to comply with the Cost
Aecounting Sitandards and with the
rules and regulations issued by the
Cost Accounting Standards Board and
set forth in 47 CFR part 88.

§220.25 OMB responsibilities.

OMP is responsible for:

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

(p) Interpreting the policy reguire-
ments in this part and providing assist
ance o fective and efficient
implementation.

1

|
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PR

DI

SET
i sse Thnis Cirx L g ot
grants, contracts and organizations.
not apply To colleges red by Office of
and Budget (OMB} Circu 1, r Educational Inst
St c and federally-recogn 21 governments whi
cO Circular E-87, "“Co State, Local,
Tr v ents"; or hospitals are designed
th 2 al Government bear its I gxcept where
prohibited by law. The principle ¢ prescribe the ex
cest sharing or matching on grant ther agreements.
such cost sharing or matching sha shed through arbitrary
limitations on individual cost el: agencies Provision for
prof or other increment above scope of this Circular
Z. Supersession This Circular supersedes cost principles issued by individuszl
agencies for non~profit organizations

23
pe
o]
)
I
O
u
o’
e
¥
j
f
B

a These principles shall be used by &1l Federal agencies in determining
the costs of work performed by non-profit organizations under grants,
cooperative agreements, cost reimbursement contracts, and other contracts in
which costs are used in pricing, administration, or settlement. 211 of these
lnstruments are hereafter referred to azs awards. The principles do not apply to
awards under which an organization is nof reguired to account to the Federal
Government for actual costs incurred

b El) cost r ts, subcontracts, etc.} are
subject Lo those Fede: ' incipl pplical to the particular
organization concer non—~profit organizetion,
this Circular shall mmercial organization, the
cost principles app hall apply; if a subaward is
to & college or uni ; 1f a subaward is to a
State, local, or fe overnment, Circular 2-87
shall apply

ATTACHM™'T j ,,,,,,
OACE \ 7ok t‘jb PAGES
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rsit
rec iz trib
non-profit organizatlo
accordance with par

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

approval of the pudget constitutes approval of rhat cost.

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

6. Responsibilities. Agencies responsible for administering programs that
involve awards to non-profit organizations shall implement the provisions of
this Circular. Upon request, implementing instruction shall be furnished to
OMB. Agencies shall designate a liaison official to serve as the agency

representative on matters relating to the implementation of this Circular. The
name and title of such representative shall be furnished to OMB within 30 days
of the date of this Circular.

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

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

8. Reguests for exceptions. OMB may grant exceptions to the requirements of
this Circular when permissible under existing law. However, in the interest of

achieving maximum uniformity, exceptions will be permitted only in highly
unusual circumstances.

g. Effective Date. The provisions of this Circular are affective immediately.
Implementation shall be phased in by incorporating the provisions into new
awards made after the start of the organization's next fiscal year. FOT
existing awards, the new principles may be applied 1if an organization and the
cognizant Federal agency agree. Farlier implementation, ©X 2 delay 1in

ATTACHMENT .\
PAGE ... 2. OF .55 PAGES
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4 . Milocable costs

3

applicable credits
6. Advance understandings
7. Conditional exemptions

B. Direct Costs

[t

C. indirect Zosts
. 2llocation of Indirect Costs and Determination of Indirect Cost Rat

1. {

eneral

)]

2 Simplified allocation method
3 Multiple ailocation base method
4. Direct allocation method

5. Special indirect cost rates

4 ATTACHMENT D ........... »
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(e [IRCU1 - -
award and

b, Conform to any

or in the award as

uniformiy

i Not be included as a COStT OF used o meet CosSt sharing OX
matching reguirements of any oiner federzlly-financed program in either the
current or a prior period

g. Be adequately docunmented.

3. Reasonable costs. A COST 1S rsasonable if, in 1ts nature O amount,
it does not exceed that which would be incurrad by a prudent person under the
circumstances prevailing at the time tne decision was made to incur the Coste.
The question of the reasonableness of specific costs must be scrutinized with
particular care in connection with crganizations Or separate divisions therect
which recaive the preponderance of their support from awards made by Federal
agencies. In determining the reasonableness of & given cost, consideration

shall be given to:

a type
organi




thy

y co allo part 1 a o] t obje
under these principles may not be shﬂT:ed to other Federal awards to overcome
funding deficiencies, or to avoid restrictions imposed by law or by the texrms of
the award.

5. Applicable credits
a The term applicable credits refers to those receipts, or
reduction of expenditures which opezate to ovffset or reduce expense items that
are allocable to awards as direct or indirect costs. Typiceal examples ol such
transactions are: purchase discounts, rebates or allowances, 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 be credited to the Federal
Government either as a cost LedUCLlOU or cash refund, as appropriate.
b. In some instances,
ance organizati
able credits. S
ated expenditur
rates or amounts
the facilities
n financed dire
c. For rules covering program income {i.e., gross incomeé earned
1 o} i1 s Efic nt




fvance agrasment

Oy ais

o e

conditional exemption feom OMB administrati
circulars for certaln Federal programs Wit

J

. OMB authorize

i @
reguirements and cost Princiry h
scarurorily-authorized consol

o :

v
ated planning and consoiidated administrative
d 1 agency and approved by the head of

d
funding, that are identified by a Federa
-he Brecutive department Or establishment. A rederal agency shall consult with
OMB during 1Us consideration of whether 1o grant such an exemption.

b. To promote efficiency in State and loceal program administirazion,
when Federal non-entitlement programs with common purposes have speciiic
statutorily-authorized consolidated planning and consolidated administrative
funding and where most of the State agency's resources come from non-fPederal
sources, Federal agencies may sxempt these covered 3tate-administered, non-
entitlement grant programs from certain OMB grants management regquirements. The
exemptions would be from all but the 2llocability of costs provisions of OMB
Circulars A-87 (pttachment A, subsection C.3), "rost Principles for State;

Local, and Indian Tribal Governments, " A-21 {Section C, subpart 4y, "Cost
Principles for Educational Tnstitutions, " and A-122 [(Atcachment 2, subsection

A.4), "Cost principles for Non-Profit Organizations," and from all of the
administrative regquirements provisions of OMB Circular 2~-110, "Uniform
Administrative Requirements for Grants and Agreements with Institutions of
#Higher Education, Hospitals, and Other Non-Profit Organizations,” and tne
agencies' grants management common rule.

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

B. Direct Costs

1. Direct costs are those rhat can be identified specifically with a
particular final cost objective, i.e., a particular award, project, service, oOr
other direct activity of an organization. However, & cost. may not be assigned

to an award as a direct cost if any other cost incurred for the same purpose, in
1ike circumstance, has been allocated to an award as an indirect cost. Costs
identified specifically with awards ars direct costs of the awards and are to be
assigned directly thereto. Costs identified specifically with other final cost




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

b. Providing services and information to members, legislative or
administrative bodies, or t bli

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

d. Mestings and conferences except those held to conduct the
general administrat

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

tion of group benefits on behalf of members or
T or T el

d hospital insurance, annuliy oI

objectives
objecitive.
the conditi
determined an
indirect cost
cbjectives.

other cost in
assigned to a
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rovemsnt,
ansociat b T gs, n pital Drovaments,
Hperati Tenance sxpenses "naministration” is defined as gensral
administration and general expenses such as the director's office, accounting,
personnel, library expenses and all othar Types of. expenditures not listed
specifiically under one of the subcatzgories of "pPacilizies” (including
41llocations from other poocls, where applicable). 5=e indirect cost ra
reporting reguirements in su paragraphs D.Z2.e and D.2
. Allozation of Indirect Costs and Determination of Indirect Cost Rates
1.  General.

4. Where a non-profit organization has only one major function, or

where all its maj 1%

the same degree, he allocation of indirect costs and the computation of an
indirect cost rate may be accomplished through simplified allocation procedures,
as described in subparagraph Z.

he

or functions beneifit from its indirect cests to approximatel
T

e

ere an organization has several major functions which benefit
from its indirect costs in varying degrees, allocation of indirect cosis may
e the accumulation of such costs into separate cest groupings which €

requir
1 ting functions by means of a base which best

are allocated individually t
measures the relative degree of penefit. The indirect COStS allocated to eac

+hen distributed to individual awards and other activities inclu
n by means of an indirect cost rate(s). '

+
O
o
o
jn}
[$]
h
§o

h o

-
H

function are ded

in that functl

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

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

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

2. Simplified allocation method.

a. TWhere an organization's major functions benefit from its
indirect costs tO approximately the same degree, the allocation of indirect
costs may be accomplished by (1) separating the organization's total costs for
the base period as either direct or indirect, and (ii) dividing the total
allowable indirect costs (net of applicable credits) by an equitable

bW
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i 01 W
agr P d e principles is
applicable to all awards at the organization. If a specizl rate(s) is reguired,
appropriate modifications shall be made in order to develop the special ratel(s)

r an organization that recei: re than $10 million in

direct costs in a fi breakout of the indirect

© two broad categori : and Administration as

graph C.3, is requi te in each case shall be stated

which the amount of the particular indirect cost category

0r Administration) is of the distribution base identified with

allocation base method

General. Where an organization's indirect costs be s

s in varying degrees, indirect costs shall be accumulatad into

groupings, as described in subparagraph b. Each grouping shall

ted individually to benefitting functions by means of a base which

the relative benefits. The default allocation bases by cost pool

in subparagraph c

b. Identification of indirect costs. Cost groupipgs shall be

established so as to permit the allocation of each grouping on the basis of
benefits provided to the major functions. Each grouping shall constitute a pool
of expenses that are of like character in terms of functions they benefit and in
Terms of the allocation base which best measures the relative benefits provided
to each function. The groupings are classified within the two broad cate gories:
"Facilities" and "Administration,” as described in ubparagraph 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 bu uildings, and eguipment which are computed in
accordance with par ag;aph 11 of Bttachment B ("Depreciation and use

allowances") .

.
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cqbsngs, sguIpmant
pavagraph 5 ni BtTach

and maintenancs
incurread

and proted

L YS, u
ildirgs and other plant
adness; i ntal safet
Loy and urance rel -5 DYOperty.
ty planning management; , contral receiving. The Oper
srjance &xpens atagory shal 1so include it allocable sha ge
£ oosts, O ation and u 1lowances, and interest COSTS.

{4) General administration and general expenses. The expenses
under tnis heading are tnose that have been incurred £or the overall genesral
executive and administrative offices of the organization and other expenses of a
general nature which do not relate solely to any major function of the
organization. This category shall also include its allocable share of fringe

e

penefit costs, operation and maintenance expense, depreciation and us
allowances, and interest costs. Examples of this category include ce
offices, such as the director's cffice, the office of finance, busine
services, budget and planning, personnel, safety and risk management, e

counsel, management information systems, and library costs.

In developin
costs incurr
consistently

4

st pool, special care should be exercised to ensure that
e same purpose 1n 1ike circumstances are treated
Y her direct or indirect costs. For example, salaries of
technical sta act supplies, project publication, telephone toll charges,
computer €OSsT 1 costs, and specialized services costs shall be treated &s
direct costs wherever identiiiable to 2 particular program. The salaries
wages of administrative and pooled clerical staff should normally be treat as
indirect costs. Direct charging of +hese costs may be appropriate where a majoy
project or activity explicitly requires and pudgets for administrative or
clerical services and other individuals involved can be identified with the
program Or activity. Iltems such as office supplies, postage, local telephone
costs, periodicals and memberships should normally be treated as indirect cests.
c. Allocation bases. actual conditions shall pe taken into account
in selecting the base to be used in allocating the expenses in each grouping
penetfitting functions. The essential consideration in selecting a method of
pase is that it is the one best suited for assigning the pool of costs to Co0S
objectives in accordance with penefits derived; a traceable cause and effect
relationship; or logic and reason, where neither the cause nor the effect of the
relationship is determinable. When an allocation can be made by assignment of a
cost grouping directly to the function penefited, the allocation shall be made
ipn that manner. When the expenses in a cost grouping are more general in nature,
the allocation shall be made through the use of a selected base which produces
results that are egquitable to poth the Federal Government and the organization.
The distribution shall be made in accordance with the bases described herein
unless it can be demonstrated that the use of a different base would result in a
more egquitable allocation of the costs, O that a more readily available base
would not increase the costs charged to sponsored awards. The results of

12 ATTACHMENT
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indivi O d ac
vare feet of space, excluding COMMOnL arezs

improvements and eguipment re I g., individual rooms, and
laboratories) used jointly by more than one function (as determined by the users
cf the space) shall be treated zs follows. The cost of each jointly used unit
of space shall be allocated to the benefitting functions on the basis of:

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

(4} General
administration and general eyp
based on modified total direct
The expenses included in this
functions of the organization
The aggregate expenses of each
functions based on MTDC.
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WNorma:iy, an

llo=ated to other CO3T

e

r O
w o0

15y

g

more 1icabl £ i0n ! TS. 55 allocatlic i sed,

w1 Tl ce oy rates. Except where &
special indirect st rat & ordance with subparagraph D
the separate groupings of indirect costs &ii0 ated to esach msjor function sh
be aggregated and treated as a common pool for that function. The coOsSts in
common pool shall then be distributed to individual awards included in that
Function by use of a single indirect cost rate.

£, Distribution basis. indirec 1

applicable sponsored awards and other benefitting activities within each major
function on the basis of MTDC. MTDC consists of all salaries and wages, fringe
penefits, materials and supplies, services, travel, and subgrants and
subcontracts up to the first $25,000 of each subgrant or subcontract (re
of the period covered by the subgrant OTr subcontract). Egquipment, capit
sxpenditures, charges for patient care, reptal costs and the portion in
of 525,000 shall be excluded from MIDC. participant support costs shall
generally be excluded from MTDC. Other items may only be excluded when the
rederal cost cognizant agency determines that an exclusion is necessary to avoid
serious ineguity in the distribution of indirect costs.

o

costs shall be istributed to
i

P
T
T

w

ndividual Rate Components. An indirect cost rate 3 all be
h separate indirect cost pool developed. The rate in sach
ed as the percentage which the amount of the particular

is of the distribution base identified with that pool. EBach
negotiation or determination agreement shall include

rate for each indirect cost pool as well as the overall

. The indirect cost pools shall be classified within Etwe
"Facilities" and "administration, ™ as described in

sy

0

g
determined fo
case shall be
st
st

s

cr oo

=t

indirect co
indirect co
development of
indirect cost
broad categori
subparagraph C.

BN
O

ot

[]

]
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®
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®

[
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4. Dirsct allocation method.

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

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

—
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I ent f For t §sls] = u
segmernt f work may be that performed under a single award or it may consist of
work under a group of awards performed in a common environment. These factors
may include the physical location of the work, the level of administrative
support required, the nature of the facilities or other re vloyed, the
SP_EDCLIiC disciplines or technical skills invol
arrangements used, ¢or any combination thereof.
work is performed in an environment which appea: g ate a
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 allocation process, and the
separate indirect cost rate resulting therefrom should be used, provided it is
determined that (i) the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and 4, and {ii) the vclume of work to
which the rate would apply is materiazl.
cans the Federal agency responsible for
cost rates for a non-profit organization on
b. Predstermined rate means an indirect cost applicable to a
spec uf usually the organization's fiscal year The
rate t costs to be incurred during the period E
predzverm;neﬂ rate is not subject to adjustment. ’
irect cocst rate which has the same
, except that the difference betwsen the
the period covered by the rate is
rate computation of a subseguent period

d Final rate means an indirect cost rate applica
past period which is pased on the actual costs of the period.
not subject to adjustnent
15 ATTACHMENT D
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a. Unless
concerned, the Federal age
organization will be design
approval of the indirect co
fringe benefit and computer e-out ra
cognizance for a particular non-pro it or
changed unless there is a major lon
rederal awards to the organization.
given the opportunity to participate
rate has been agreed upon, it will be acc
rederal agency has reason to believe that
its awards ne sitate special indirect C
subparagraph D.5, it will, prior to the
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d. A predetermined rate may
there 1is reasonable assurance,
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on the organization's actual costs.

rates may be negotl

A fixed rate,
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considered appropriate.
2ll or a substantial portion of
before the carry-f

non-Federal work at the organization is t
carry-forward adjustment; O (iii) the or

significantly from year to year.
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in the negotiation process put, atfter
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pased on past sxperience and

however,
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“he agencies
dollar value of awards with an
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nt agency for the negotiation and
necessary, other rates such as
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dollar volume of the
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a
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i Contents

advertiss i velaTions UDSIS
2 Adwvisory
3. Rlcoholic hevarages
4 rucit oests and related services

Bad debts

5. Bonding cosis
T Communication costs

8 Compansatio

9 Contingency
;0 Defense and yil procasedl claims
and paten

i Depreciation
12. Donation
i3, Employee morale,
14. Entertainment cCOsStS
15. Equipment and otner capital expenditures

Fines and pernalties

n

Pund raising and investment management COS5TS
Gains and losses on deprz 2

Goods or services Iox
Housing and personal
Tdle facilities and i
Tnsurance and indemni
Interest

Labor relations costs
Lobbying

M~ U W R D00 Y

R N S I N I O R N R i

Losses on other sponsorad agreements Or CONTIatts
Maintenance and repalr COSLS
Materials and suppiles costs
S. Meetings and corferences
30. Memberships, subscriptions, and professional activity COStsS
31. Organlz ation cest
32. Page charges in professional journals
33. pParticipant support costs
3 Patent costs
35. plant and homeland sscurity COStS
36. Pre-agreement costs
37. professional services CGsStS
38. Publication and printing costs
39. rearrangement and alteration CoOsts
40. Reconversion coOsts
41 . Recruliing costs
42. Relocation cOsStS
43. Rental costs of buildings and squipment
44. Royalties and other costs for use of patents and COpyI: Lghts
45. Selling and marketing
46. Specialized service facilities
47. Tazes
48. Termination costs applicable to sponsored agreements

. ™
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aliowabl L

provided

[ Aofve s

es community

of the

¢. The only zliowable advertising costs are those which

{3} The disposal of scrap of surplus materials acquired in the
nerformance of rederal award except when non-profit organizations ars

a
reimbursed for disposal cosits at & predetermined amount; or

=

=6

&)

(43 Other specific purposes necessary to meet the regulraments
the Federal award.

d. The only allowable public relations costs are:

(1) Costs specifically required by the Federal award;

(2) Costs of communicating with the public and press pertaining =0
specific activities or accomplishments which result from periormance Of Federal
awards (these costs are considered necessary as part of the outreach e for
the Federal award}; or

(3) Costs of conducting general liaison with news media and
government public relations officers, to the extent that such activities are
limited to communication and liaison necessary keep the public informed on
matters of public concern, such as notices of rederal contract/grant awards,
financial matters, eic.




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

3. ic beverages. Costs of zicoholic beverages are unallowable.

4. related services

& required by , and performed in accordance with, the

Sing s implemented by Circular 2-133, "hudits of 5tates, Locel
Governments, and Non-Profit Organizations” are allowable. 21so see 31 USC
7505(b) and section 230 (“Audit Costs”) of Circular

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

s to monitor subrecipients who
llowable, subject to the

) ATTACHMENT ... 1)




Londing TOSLE
4. Ponding ©osTs arise when the Federal Government reguire
against financias 1oSS Lo f razson of The act OF
‘e non-pYofit organltation 4 in instances wnere
By garie tat lar neiuded are suzh nonds

idelity

parformance, Dpay
|8 osts of bonding required pursuant to the -—erms of the award ars

allowable.

‘ 6f hwonding required by the non-profit organizaztion in the

eneral conduct of its operations are sllowable to the extent that such bonding

5 in accordance with sound business pr tice and the rates and premiums are

casonable under the

Q

e
[9]
o

1 and lon

7 Communication costs. costs incurred for teleph c a
= ctronic Or COMPUL2

one
distance telephone calls, selegrams, postage, I ssenger, €
rransmittal services and the like are allowable.

8 Compensation IOIX personal services.

a. Definition Compensation for personal services includes all
compensation paid currently Or accrued by the organization for Services of
semployees randered during the period of the award (except as otherwise provided
in subparagraph nh). Tt includes, but is not limited to, salaries, wages,
director's and executive committee member's fees, incentive awardg, fringe
benefits, pension plan costs, allowances fox off-site pay, incentive pay,
location allowances, hardship pay, and cost of iiving differentials.

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

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

[O]

(?) Charges to awards whether treated as direct or indirect cost
are determined and supported as required in this paragraph.

c. Reasonableness.

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

{2) When the organization 1is predominantly engaged in federally-
sponsored activities and in cases where the kind of employees required for the
Federal activities are not found in the organization's ctner activities,

. o 2 e
e . ATTACHMENT 4l
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TG members

Shi

23 Any change in
a substantizal increase in the
s concurrent with an

of the organization
types of compensation

f Overtime, extra-pay shift, and multi-shi premiums. Premiums for
Time : pa hifts, and multi-shift work are allowable only with the
r a i awarding agency ezcept:

{Z) When employees are performing indirect functions, such as
administration, maintenance, or accounting.
3) In the performance of tests, boratory pr

) la e}
tions which are continuous in nature and canno
r otherwise completed.

g Fringe bhenefits
{1} Fringe benefits in the form of regular compensatiocn paid to
employees during periods of authorized absences from the job, such as vacation
leave, sick leave, military leave, and the like, are allowable, provided such
Costs are abscrbed by all organization activities in proportion to the relative
amount of time or effort actually devoted to each:

23 [ ATTACHMENT Do,



such

COMDensat

DY SIS would uranc !
T18 Howave sured liapilitTies which do not Daiome
payanie for provision 1s mnade spall not exczed

pras
{p) Where an organization follows a consistent
to, or on behalf of, employees or for
compensation, such payment
g

P
&

expensing actual payments

unemployment compensaition O workers'

in the year of payment wich the prior approval of the swardin
e allocated to all activities of the organization.

they are
(4) Costs of lnsurance on the lives of rrustees, officers, O other
employess holding positions of similar responsibility are allowable only to the
sxtent that the insurance represents additional compensation. The costs of such
insurance when the organization 1is named as beneficiary are unallowable
h. Organization—furnished automobiles. That portion of the COStT of

organization—furnished automobiles that relates to personal
(including transportation to and from work) is unallowable
indirect costs regardless of whether the cost 1is reported as
tne employees. These costs are allowable as direct costs to

performance of the sponsored award an

when necessary for the
awarding agencies.
;. Pension plan costs.
(1} Costs of the organization's pension plan which are incurred in
accordance with the established policies of the organization are allowable,

provided:

{a) Such policies meet the test of reasonableness;

(py The methods of cost allocation are not discriminatory;

(c) The cost assigned to each fiscal year is determine
accordance with generally accepted sccounting principles (GBRP), as
in Accounting principles Board Opinion No. 8 issued by the American
Certified Public nccountants; and

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

the actuarial liability beyond 30 days after each guarter. of the year to which
such costs are assignable are unallowable.

(2y Pension plan termination insurance premiums paid pursuant €O the
e

Employee Retirement Income Security Act (ERISR) of 1974 (Pub. L. 93-406) ar
allowable. Late payment charges on such premiums are unallowable.

o W8
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{2) Costs of severance payments are divided Iintc two

a
re tde gaﬁlzat on D*OV de for a
]

i
zllocated to a1l activit ; or, wWher eserve
for normal severances, such method will be acceptabile if the charge to current
operations is reasonable in light of payments actually made for normal
severances OVEr a representative past period, and if amounis charged are
zllocated to all activities of the organization.
{b) Ebnormzl or mass severance pay is of such a conjectural
mezsurement of costs by means of an accrual will not achisve eguity
ties. Thus, accruals for this purpose are llowab B hof Y
nment recognizes its obligation to parti o 2
e, in any s £ t. Thus, allow 1

n
. pecific paymen
2 case-by~case basis in the event or

occurrence.

¢) Costs incurred in certalin severance pay pa
known as "a golden parachute” payment) which are in an amount in
normal severance pay paid by the organization to an employee upon termin

employment and are paid to the employee cortlngent upon a change in mana
control over, or ownership of, the organization's assets are unallowable.

{d) Severance payments tTo foreign nationals employed by the
organization outside the United States, to the extent that the amount exceeds
the customary or preveiling practices:for the organization in the United States
are unallowable, unless they are

necessary for the performance of Federzal
rograms and approved by awarding agencles.
S ! Pk Y g :

{e) Severance payments to foreign nationzls employed by the

the United States due to the termination of the fo

of th closing of, or curtailment of activities Dy the
Ty, lowable, unless

eral p:og:ams and approved by awardi
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(57 (e.g., an employee engaged part-time 1in indirect cost
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{a) The reports must reflect an after~t
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(p) Each report must acc t
employees are compensated and which is required in Zu
obligations to the organization.

(c} The reports must be signed by the individual emploves=, °r
by a responsible supervisory official having first hand knowledge of the
activities performed by the employee, that the distribution of activity
repy <

vivi T
represents a reasonable estimate of the actual work performed by the employes
g the periods covered by the reports.

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

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

aries and wages of employees used in meeting cost shari
ts on awards must be supported in the same manner as salari
or reimbursement from awarding agencies.

(4) Sal
matching reguiremen
i

and wages claimed f

9. Contingency provisions. Contributions to a contingency reserve OIr any
similar provision made for events the oCccurrence of which cannot be foretold
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& conviction of
er entered upon
nolo contendere.
ztive znd

by in-house or
cnsultants, oI
vees, cfficers
after
ars a direct
{3) Fraud, as used herein, means (i) acts of fraud corruption or
attempts to defraud the Federal Government or to corrupt its agents, {ii) acts
that constitute a cause for debarment or suspension {as specifiied in agency
) { T 1 Clazims Act 1 U.5.
2 5
b. {1) Except as otherwise described herein, COSTS incurred in
connection with any criminal, civil or administrative proceeding ({(including
filing of a false certification) commenced Dby the Federal Government, or a
State, local or foreign government, are not allowable if the proceeding: (1)
relates to a2 violation of, or failure to comply with, a Federal, State, local or
foreign statute or regulation by the organization ({including its agents and
employees), and (2} results in any of the following dispositions:

{z) In a criminal proceeding, & conviction.

proceeding invoTJipg an
i ! £ on

allegati mination of organizational
liability.

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

Q]
~J
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oceedings that are

Lo the extent

OO Q

ed to in subparagraph b is commenced by a S5t

a proceeding referr ate,
ign government, the authorized Federal official may #llow the costs
for icial

local or £
incurred b
S

e

the organization such proceedings, if such authorized of
determines that the costs werse incurred as a result of (1) a specific term OX
condition of a faderally-sponsored award, or (2) specific written direction of
an authorized official of the sponsoring agency.

o. Costs incurred in connection with proceedings described in

subparagraph b, but which are not made unallowable by that subparagraph, may be
2llowed by the Federal Government, but only to the extent that:

are reasonable in relation to the activities required
ding and the underlying cause of action;

allowable and allocable cos

ncurred, as al
the sponsored award;

is not prohibited by any oth

3
Government or a third party, either directly as a result of
otherwise; and,

(3) The costs are not otherwise recoversd from the raderal
t =

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

itly
hen

£. Costs incurred by the organization in connection with the defense of
suits brought by its employees or ex—employees under section 2 of the Major

Fraud Act of 1988 (Pub. L. 100-700), including the cost of all relief necessary
to make such employee whole, where the organization was found liable or settled,

are unallowable.

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

28 ( ATTACHMENT ... j) ..........




a. Compensation for the use of bui
eguipment on hand may be made through us
b4 ¥ as provided in Attachment B, para
thods may not be used in connection W“tﬁ
13 fice equipment, computer eguipment

b. The computation of use allowances or deprecia
ition cost of the assets involved. The acquisiti

i to the non-profit organization by a thi:
value at the time of the donation.

¢. The computation of use allowances or depreciation will sxclude:

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

eciation method is followed, the period of useful

’US&fui lished in each case for usable capital assets must
conside ion such factors as type of construction, nature of
used, technological developments in the pa lar area,
and replacement policies followed for the I u i or ci
involved. The method of depreciation used to assign th ost of
group of asseis) to accounting periods shall reflect the pattern
of the asset during useful life.

evi

tly

lat

pri

M®
|




f. When the depracliation method is used for a particular class
ne depreciation may be s1lowed on any such asssis tnat, under subpar
would be viewed as fully depreciated. However, & reasonable use all
e negotiated for such assets if warranted after taking into considesrat
amount of depreciation previously charged tTO the Federal Government, th
astimated useful life remaining at time of negotiation, the effect. of any
incrzased maintenance charges OI decresased sefficiency due to age, and any other
fyctors pertinent to tne util i of the asset for the purpose contemplated.

g. Where the use allowance method 1is fn1lowed, the use allowance for
nuildings and improvement {including land improvements, such as paved parking
areas, fences, and sidewalks) will be computed at an annual rate not exceeding
two percent of acgquisition cost.

1 be computed at an annual rate not exce
sition cost. When the use allowance metho
ding must be rreated as a single asset; the
plumbing system, heating and air conditioning,
rom the building's shell.

The use allowance IOor equipment wi
siy and two-thirds perce

used for buildings, ©
building's components
etc.) cannot be segreg

ot (D
(]

Q

s N

The two percent limitation, however, need not be applied to eguipment which is
merely attached or fastened to the building but not permanently fized o it and

which is used as furnishings Or decorations or for specialized purposes (e.g.,
dentist chairs and dental +reatment units, counters, laboratory benches bolted
to the floor, dishwashers, modular furniture, carpeting, etc.}). Such eguipmant

be

will be considered as not being permanently fized to the building if it can
removed without the need for costly or extensive alterations or repairs to the
building or the eguipment. Equipment that meets these criteria will be subject
to the 6 2/3 percent sguipment use allowance limitation.

n. Charges for use allowances or depreciation must be s
adequate property racords and physical inventories must be tak
every two yesars f{(a statistical sampling basis is acceptable) to ensure that
assets exist and are usable and needed. When the depreciation method is
followed, adeguate depreciation records indicating the amount of depreciation
taken each period must also be maintained.

12. Donations and contributions.

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

b. Donated services received:

o

30




pursued primari

asis for d
ent and th
direct co

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

(%) The value of the donated services may be used to meet cost
sharing or matching reguirements under conditions described in Sec .23 of
Circular B-110. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the donatiomns so that reimbursement will

c. Donated goods or space.

(1) Donated goods; i.e., expendable personal property/supplies, and
donzted use of space may be furnished to a2 non-profit organization The value of
the goods and space is not reimbursable either as & direct or indirect cost

(2} The value of the donations mey be used to meet cost sharing or
matching share reguirements under the conditions described in Circular E-110
Wnere domations are treated as indirect costs, indirect cost rates will separate
the value of the donations so that reimbursement will mot be made.
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P4 Entsertawnmant &% spcertzinment, Ancluding amusemerns,
diversion, and social and anv costs directiy asscc;a*xed with
. isuch as tickets fo shows Or SDOXt3 svents, mealts, lodging, rente-oo,
Artation, and gratulities) &re unallowable
15 Eguipnent and other capital expendifures

{1) "Capital Ezpe enditures” means
cost of capital assets {equipment, buldings, e tu
improvements o capital assets that “nat:r"_any incre a%ﬂ their value ©
1ife. Acguisition cost means the cost of the asset including the cos iz
in place. Acguisition cost for equipment, for sexample, means the net
price of the agquipment, in ncluding the cost of any modifications, attachmencts,
accessories, or a ary apparatus necessary to make it usable for the purpose
£5r which it is 2] ancillary charges, such as taxes, duty, protective in
transit insurance and installation may be included in, or excluded
from the acquisit LLOT) cost in accordance Wlth “he non-profit organization's
regular accounting practices.

(z) "Eguipment"” means an a ticle of nonexpendable, tangible personal
property having a useful life of more chan one yoar and an acguisition cost
which sguals or esxceesds the lesser of the capitalization level established by
the non—-profit organization for financial statement purposes, OT $5000.

(3) "Special purpose sguipment” means equipment which is used only
esearch, medical, scientific, or other technical activities. Exam las of
special purpose eguipment include microscopes, X-idy machines, surgica
instruments, and spectrometers. )

oo T3

(4) "General purpose equi ipment"” means equipment, which is not
limited to research, medical, scientific or other technical activities. Examples
include office egquipment and Iurmshmgs, modular offices, telephone networks
information technclogy equipment and systems, air conditioning eguipment,
reproduction and printing equipment, and motor vehicles

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

A L sl bt s b
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{6) The unamortized portion of any egquipment written off as & result
of & change in capitalization levels may be recovered by continuing to claim the
otherwise allowable use zllowances or depreciation on the eguipment, or by

r the amount to be w: off over a period of yesars negotiated with

ant agency.

i7 Fund reaising and investment management costs.

a. Costs of organized fund raising, including financial campeigns,
endowment drives, solicitation of gifts and bmou~sbu, and similar eXpernses
incurred sclely to raise capitazl or obtazin contributions are unallowable.

Is) Costs of investment counsel and staff and similar expenses incurred
solely to snhance income from investments are unallowable.

c. Fund raising and investmenit activities shall be alliocated an
appropriate share of indirect costs under the conditions described in
subparagraph™B.3 of Attachment A
18. Gains and lcsses on depreciable assets.

and losses on retirement, or other disposition cof
shall be includ yezy in which they occur as,
cost groupingis) in which the depreciation applicable to
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determining

f2) & loss resulis from rhe failure to maintain permissible
ipsuranne, except as oiherwise provided iIn Atrachment B, paragraph 22.

ct

1d) Compensation for the use of the property was provided
through use allowances in lieu of depreciation in accordance with paragr

e

(e} Gains and losses arising from mass or extrao
retirements, or other dispositions shall be considered on a case
. Gains or losses of any nature arising from the sale or exchange of
property other than the property coversd in subparagraph a shall be excluded in
computing award costs.

16. Goods or services for personal use. Cos5ts of goods or services for
personal use of the organization's employees are unallowable regardiess of
whether the cost is reported as tanable income to the employees.
20. Housing and personal living expenses.

a. Costs of housing (e.g.. depreciation, maintenance, utilities,

{
ousing allowances and personal 11ving expenses for/of

furnishings, rent, etc.), hous
the organization's officers are unallowable as fringe benefit or indirect costs
regardless of whether the cost is reported as taxable income to the employees.
These costs are allowable as dirsct costs to sponsorsd award when necessary for
the performance of the sponsored award and approved by awarding agencies.

b. The term "officers" includes current and past officers and employees.
21 Tdle facilities and idle capacity

=4, s used in this section the following terms have the meanings set forth
below:
(1) “Facilities" means land and buildings or any portion thereof,

squipment individuelly or collectively, or any other tangible capital asset,
wherever located, and whether owned or leased by the non-profit organization.

34 ATT ACHMENT
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{2) ZElthough not necessary to meet fluct
were mecessary when acquired and are now idle bec
requirements, efforts to achieve more economical
termination, or other causes which could not have
Under the exception stated in this subparagraph,
allowable for a reasonable period of time, ordinar
depending on the initiative taken to use, lease, .

¢. The costs of idle capacity are normal costs of doing business a a
factor in the normal fluctuations of usage or indirect cest rates from period to
period. Such costs are allowable, provided that the capacity is reasonabl
anticipated to be nscessary or was originaLly :easonable and 1s not subje
reduction or elimination by use on other S o
in accordance with sound business,

dle

sale, i C

Widespread id capacity throughout an en cility

assets having substantially the same function may be considered idle facilities
22. 1Insurance and indemnification.

a. Insurance includes insurance which the organization is required to
carry, or which is approved, under the terms of the award and any other
insurance which the organization maintains in connection with the general
eratio

conduct of its This paragraph does not apply to insurance which
i its for employees {see subparagraphs 8.g and 8.i(2)).

{2) Costs of other insurance meintained by tThe organization in
connection with the general conduct of itis operations are allowable subject to
the following limitations: '

e} Types and extent of coverage shall be in acccrdance with
sound- business. practice and the rates and premiums shall be reasonable under the

circumstances.

(, ATTA&}HAENT.HEl ..........
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allowable to the coverage,

would nave

{2} Costs of insurance OO the ilives of trustees,
s S ar responsibil
S

lities are

orher employess holding po
: additional compensation (322

subparagraph 8.gtdi;. The cost of

5 the extant that o]
£ guech insurance when “he organization 13
idenptified as the beneficiary is una

(£) Insurance against defects Costs of insurance with
respect to any costs incurred to correct defects in the organization's materials

or workmanship are unallowable.

(g) Medical liability (malpractice) insurance. Medical
liapility insurance is an allowable cost of Federal ressarch programs only to
the extent that the Tederal research programs involve human subjects or training

ssearch technigues. Madical liability insurance costs shall
be treated as a direct cost and shall be assigned To individual projects based
on the manner in which the insurer allocates the risk o the population coverad

by the insurance.

of participants in I
f=3

2
insurance (through the purchase of insurance or a self-insurance program) are

unallowable unless expressly provided for in the award, except:

(3) Actual losses which could have been coversd by permissible

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

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

b. Indemnification includes securing the organization against liabilities
to third persons and any other loss or damage, not compensated by insurance or
otherwise. The Federal Government is obligated to indemnify the organization

T

only to the exten expressly provided in the award.

4. Costs incurred for interest on borrowed capital, temporary use of
endownent funds, oI the use of the non-profit organization’s owD funds, however
represented, are unallowable. However, interest on debt incurred after

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

36 ATTACHMENT \> .....
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(e) B summary of the building contract with estimaied cost
information and statement of source and use of funds

{(f) B schedule of planned occupancy dates

{2y For facilities costing over $500,000, the non-profit ‘
organization preparss, prior to the acguisition or replacement of the facility,
a lease/purchase znalysis in accordance with the provisions of Sec. .30
through .37 of Circular A-110, which shows that a financed Du*cnase or capiteal
lease is less costly to the organization than other leasing zlternatives, on 2
net present value basis. Discount rates used Should be egqual to the non-profi

g z : d terest rates and should be no higher than
r non-profit organization from an unrelated
1 se/purCHase analysis shall include a compa
et p of the projected total cost comparisons of both
alternatives over the period the asset is expected to be used by the non-profit
organization. The cost comparisons associa ated with purchasing the facility shall
include the estimated purchase price, anticipated operating and maintenance
costs (including property taxes, if applicable) not included in the debt
financing, less any estimated asset salvage value at the end of the period
defined above. The cost comparison for a capital lease shall include the
estimated total lease payments, any estimated bBargain purchase option, operating
and mzintenance costs, and taxes not included in the capital leasing
arvancen@nt less any estimated credits due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rates und ler
rental agreements that would be renewed or reestabllshed over the period defined
above, and any ex ed maintenance cost

pect a s and allowable property taxes to be
borne. by. the non-profit organization directly or as part of the lease
arrangement.
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f40 Investment
ng payment
intaerest IZO3T.

not reguired

{5: Reimbursamants are Vimited to the ileast cOsStly & ternative based
to-al cost analysis reguired under subparagraph (Dj. For example, ii an
g lease 1is determined to be less costly than purchesing cthrough debt
financing, then reimbursement 1S limited o the amount determined {f leasing had
pean used. In all cases whers 3 lszase/purchase analysis is periormed, Federal
reimbursement shall be based upon the least expensive altarnative

are also subject to the folloving

conditions:

ta) Interest on debt 1 1
acquired before or reacquired aftrer September 29, 1995, is not allowable.
b} Interest attributable to fully depraciated assetis S

unallowable.

{c) For debt arrangements over $1 million, unless the non-
profit organization makes an initial eguity contribution to the asset purchase
of 25 percent Or mMOre, non-profit organizations shall rasduce claims for interest
expense by an amount sgual to imputed interest earnings on excess cash flow,
which is to be calculated as follows. Annually, non-profit organizations shell
prepare & cumulative (from the inception of the project) report of monthly cash
flows that includes inflows and outflows, regardless of the funding source.
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. FOI cash flow calculations,
the annual inflow figures shall be divided by the number of months in the year
(usually 12) that the building is in service for monthly amounts. Outilows
consist of initial equity contributions, debt principal payments (less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where curulative inflows axceed cumulative outflows, interest shall be
calculated on the excess inflows for that period and pe treated as a reduction
to allowable interest expense. The rate of interest to be used to compute
earnings on excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day of that month.

(d) Substantial relocation of federally-sponsored activities
from a facility financed by indebtedness, the cost of which was funded in whole
or part through Federal reimbursements, to another facility prior to the
expiration of a period of 20 years requires notice to the Federal cognizant
agency. The extent of the relocation, the amount of the Federal participation in
the finpancing, and the depreciation and interest charged to date may require
negotiation and/or downward adjustments of replacement space charged to Federal
programs in the future.

(e) The allowable costs to acquire facilities and equipment
are limited to a fair market value available to the non-profit organization from
an unrelated ("arm's length™) third party.

ST 38 ATTACHMENT




contributions ie ! i rofid
h

or prior to occupancy of facili

(3} Rsset costs means the
construction costs, acguisition costs,
accordance with GAAP
24. Labor relations costs. Costs incurred in meintaining satisfactory
relztions betwee employe inc : £

. the organization and 1iis y
s, employee publications, and other re

25 Lobbving
a Notwithstanding other provisions of this Circulzr, costs associated
with the following activities are unzallowable:
(1) Attempts to influence the outcomes of any Federal, State, or
local election, referendum, initiative, or similar procedure, through in kind or
cash contributions, endorsements, publicity, or similar activity;

(2} Establishing, adMinis;ering, contributing to, or paying the
expenses of a political party, campaign, political action committee, or other
organization established for the purpose of influencing the outcomes of
szlections;

{2) Eny attempt to influence: (i) The introduction of Federal or
State legislztion; or (ii) theyenéétment or modification of any pending Federzl
or State legislats: h i i member or employee of the
C ess or Stat influence State or.local
o rals to or with any Government
o] ial or emp to sign or veto enrolled
; .

introd
the enactment or modificats

T
paring, distributing or using

ction of Federal or
ing Fede
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subparagraph

“1y Providing a technical and factual prasentation of information o0
a topic directly related to the performance of a grant, contract or other
agrezemant through hearing togtimony, sStatens or istters to the fongress or &
State legislature, OF subdivision, member, O cognizant staff member thereof, in
response Lo 2@ documented request (including a Congressional pecord notice
reguesting testimony O statements for the record at a regularly scheduied

hearing) made Dby the recipient member, lagislative body or subdivision, or &
t r thereof; provided such information is readily obtainable

r put in deliverable form; and further provided that costs
for travel, lodging or meals are unallowable unless incurx
at a regularly scheduled Congressional hearing pursuant to
+ such presentation made by <he Chairman OT Ranking Minority

cognizant s
and can be y

n el
rto offer testimony
written reguest o
Member of the Committeg OX Subcommitiee conducting such hearing.

{2) Any lobbying made unallowable ny subparagraph a{3) to influence
State legislation in order to directly reduce the cost, or to avoid material
impairment of the organization's authority O perform the grant, contract, o
other agreement.

{3) Any activity specifically authorized by statute 1O he undertakan
with funds from the grant, contract, or other agreement

c. {1) When an organization seeks reimbursement oz indirect costs,
rotal lobbying costs shall be separately identified in the indirect cost rate
proposal, and thereafter treated as other unallowable activity costs in
ccordance with the procedures of subparagraph B.3 of Attachment A.

{
e proposal, a certification that the requirements and standards ©

(2) Organizations shall submit, as part of the annual indi
rate f
paragraph have Dbeeln complied with.

13) Organizations shall maintain adequate 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 Dbe reguired

£ pe created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying (as defined
in subparagraphs (a) and (b)) 25 percent or less of the employee's compensated
hours of employment during that calendar month, and (2} within the preceding
five-vear 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 reqguired to establish

records to support the allowabliliy of claimed costs in addition to records

40 R —
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Costs in

a incurred for materials, supplies, and fabricated parts necessary
o carry out a Fede H

ral award are allowable.

b. Purchased materials and supplies shall be charged at their actual
prices, net of applicable credits. from general stores or
stockrooms should be charged at their actual net cost under any recognized
method of pricing inventory withdrawzls, consistently applied. Incoming
transportation charges are a proper part of materials and supplies costs

derally-donated or furnished materials are used in performing
s risls will be used without charge
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rship in any civic or community organization are
ior approval by rederal cognizant agency.

4]

~. Costs O
allowable with p

4. Costs of membership in any country club or social or dining
organization are unallowable.
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3 Organization coOsts. Expenditures, such as incorporation fees,

ees, fees to promoters, organizers or management consultants, attor
ceountants, or investment counselors, whether or not employses Of
rganization, in connection with establishment or reorganization of an
rganization, are unallowable except with prior approval of the awarding agency.

32. Page charges in professional journals. Page charges for professional
journal publications are allowable as a neg ry part of reseaxci

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

5. The charges are levied impartially on all research papers published by

[~}
the journal, whether or not by federally-sponsored authors.

33. Participant support costs. Participant support costs are dirsct costs for
;tems such as stipends or subsistence allowances, travel allowances, and
registration fees paid to or on behalf of participants or trainees [but not
employees) in connection with meetings, conferences, symposia, Or training
projects. These costs are allowable with the prior approval of the awarding
agency.
34 Patent costs.

4. The following costs relating to patent -and copyright matters are

cuments

tte
allowable: (i) cost of preparing disclosures, reports, and other
required by the Federal award and of searching the art to the extent necessary
to make such disclosures; {ii) cost of preparing docunents and any other patent
costs in.connection with the filing and prosecution of a United States patent
application where title or royalty-free license is required by the Federal
Government to be conveyed to the Federal Government; and (iii) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employee agreements (but

O
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Pre~agreement costs. Pr
1 . date of the award direc
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ion and in
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ion of the award where such ry © ¥ th the
delivery schedule or period of pericrmance Such costs are allowable
the extent that they would have been zllowable if incurred after the
he award and only with the written approval of the awarding agency

a

In addition, legal and related services

:
paragraph 10.




350

employment rather than conTraciing.

{7} The gualifications of -—he individuzal or concern rendaying Lne
sorvice and the customary iees charged, especially on non-Federal awards.

18; Adeguacy oF
description of The sarvice,
rermination provisions).

c. In addition to the factors in subparagraph b, retainer fees Lo De
allowable must be supported by evidence of bona fide services available or
rendered
48, Publication and printing cCOStS.

4. Publication costs include the costs of printing (including the
processes of composition, plate-making, Dress work, binding, and the end
products produced by such processes), distribution, promotion, mailing, and
gsneral handling. Publication costs also include page charges in profassional

publications.

h a particular ccst objective
1 s 0% ¢

n. If these costs are not identi
c penefiting activitie

they should be allocated as indirsct
non-profit organization.

c. Page charges for professional journal publications are allowablie as &
necessary part of research costs wher2:

(1) The research papers report work supported by the Federal

(2) evied impartially on all ressarch papers
published by the jou or not by federally~sponsored authors.

39 Rearrangement and alteration costs. (Costs incurred for ordinary or normal
rearrangement and alteration of facilities are allowable. Special arrangement
and alteration costs incurred specifically for the project are allowable with
the prior approval of the awarding agency.

40. Reconversion costs. Costis incurred in the restoration or rehabilitation of

the non-profit organization's facilities to approximately the same condition
existing immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable.

44 ATTACHMENT oo \)oreeee
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d. Where relocation costs incurred
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he employer.

b Allowable relocation costs for current employees are limited to the
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ormery home.
41 Thne continuling the vacant former howme
sf-ar whe settlement or lease new permansnt home, such #8
maintenance of buildings a pd g*ounds {2 n i { “iving up expenses),
ot ilities, taxes, and property insuran
{55 Other necessary and reas sonable expenses normally incident to
relocation, such as the :osts of canceling an unexpired lease, disconnecting and

ot
[
W
4]
D
1o
{7

reinstalling household appliances, and purc chasi ng insurance against loss of Or
damages to pe:sonal property. The cost of var:e ing an unexpired )
1imited to three times the monthly rental.

¢. Bllowable relocation costs for new employees are limited to those
described in (1) and (2) of subparagraph b. When relocation coOstS incurred
incident to the recruitment of new employees have been allowed either as a
direct or indirect cost and the employee resigns for reasons within his control
within 12 months after hire, the organwza‘won shall refund or creadit the Faederal
Government for its share of the cost However, the costs of rravel to an
overseas location shall be PuﬂSlde“od travel costs in accordance with paragraph
50 and not relocation costs for the purpose of this paragraph if dependents are
not permitted at the location for any reason and the costs do not include COSTS
of transporting nousehold goods. ‘

d. The following coOStS related to relocation are unallowable:
{1} Fees and other costs associated with acquiring 2 new home.

ormer home.

Lt )

{2} A loss on the sale of a

(3) Continuing morigage principal and interest payments oOn a nome
peing sold.

) income taxes paid by an smployee related to reimbursed

e=N

{
relocation costs

43. Rental costs of buildings and equipment.

a. Subject to the 1imitations described in subparagraphs Db. 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 aresa; alternatives available; and, the type, 1if
expectancy, condition, and value of the property leased. Rental arrangements

should be reviewed periodically tO determine if circumstances have changed and
other options are available.

5. Rental costs under “gzle and lease back” arrangements are allowable
only up to the amount that would be allowed had the non-profit organization
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d. Rental costs under leases which are required to be treated as capital
leases under GRAP are allowable only up to the amount (as explained in
subparagraph b) that would be allowed had the non-profit organization purchased
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Board Statement 13, Zccounting for Leases, shall
be used to determine whether a lease is & capital lease. Interest costs related
to capital leases are allowable to the extent they meet the criteria in
subparagraph 23. Unallowable costs include amounts paid for profit, management
fees, and taxes that would not have been incurred had the non-profit
organization purchas ed the facility
44, Royzalties and er costs for use of patents and copvrights.

&. Royalties on a pateni or copyright or amortization of the cost of
acquiring by purchase a copyvright, patent, or rights thereto, necessary for the
proper performance of the award are allowable unless:

{1) The Federzl Government has a license or the right to free use of
the patent or copyright

{2) The patent or copyright has been adjudicated to be invalid, or
hes been administ atively determimned to be invalid.

{3) The patent or copyright is considered

{4} The patent or copyright is expired

b. Special care should be exercised in determining reasonableness where
the royalties may have arrived at as-arresult of less-than-arm's-length
bargaining, e.g.: ‘

“{1) Royalties paid to persons, including corporations, affiliated
with the non-profit organization.
B {2) Royalties pa id to unaifiliated parties, including corporations,
under an agreement entered into in contemplation that ez Fedesrzl award would be
made

AT -~
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awarding agencies,

The costs of services provided by nighly complex Or specl

i rod by the non-profit organization, such as compuiers,
unnel ascrors are allowable, provided the charges for the ser !
he conditions of either 46 b. or c. and, in additi !
ems of income OY Federal financing that qualify a
Attachment A, subparagraph A.5. of this Circular.

s, and r

it

b. The costs of such services, when material, must be charged directly to
applicable awards based on actual usage of the services on the basis of a
schedule of rates oY established methodology that (i) does not discriminate
against federally-supported activities of the non-proiit organization, including
usage by the non-profit organization for internal purposes, and (ii) is designed
+o rescover only the aggregate costs of the services. The costs of each service
shall consist normally of both its direct costs and its allocable share of all
indirect costs. Rates shall be adjusted at least biennially, and shall take
into consideration over/under applied coOStS of the previous period({s) .

c. Where the costs incurred for a service are not material, they may be
allocated as indirect costs.

d. Under some extraordinary circumstances, where it is in the best
interest of the rederal Government and the institution to establish alternative
costing arrangements, such arrangements may be worked out with the cognizant

Federal agency.
47. Taxes.

a. 1In general, taxes which the organization 1is reguired to pay and which
re paid ox accrued in accordance with GAAP, and payments made to local
1lieu of taxes which are commensurate with the local government
services received are allowable, except for (1) taxes from which exemptions are
available to the organization directly or which are available to the
rganization pased on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary exemption
certificates, {ii) special assessments on land which represent capital
improvements, and (iii) Federal income taxes.

b. Any refund of taxes, and any payment TO the organization of interes
thereon, which were allowed as award costs, will be credited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.
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. rtain costs cannot be
termination, such costs ar
1 this Circular, exc
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(3) The loss of useful value for any one termimated Federal award is
limited to that portion of the acguisition cost which bears the same ratio to
the total acguisition cost as the terminated portion of the Federal award bears
to the entire terminated Federal award and other Federzl awards for which the
specizl tooling, special machinery, or equipment was acguired.

1y allowable where
performance ci the
leases, if:
not excesd the reasonable
FTederal award and such
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costs related to salaries and wages incurred as
subparagraphs (1) and (2). Normally, such indirec
inge benefits, occupancy cost, and immediate supasrvision.
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o
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[oN
f
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es 1
ed to £

£ Claims under sub awards, including the 2llocable portion of claims

which are common to the Federal award, and to other work of the non-profit
organization are generally allowable.

<

An appropriate share of the non-profit organization's indirect expense may be
allocated o the amount of settlements with subcontractors and/or subgrant
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Attachment A. The indirect expense s0O allocated sha
o)

svclude the same and similar costs claimed directly or indirectly &s settlement

¢t
13
]

@
=3

113

expenses.
49. Training costs.

s. Costs of preparation and maintenance of a program of instruction
including but not limited to on-the-job, classyoom, and apprenticeship training,
designed to increase rhe vocational effectiveness of employses, including
training materials, trextbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and (i) salaries of the director of
training and staff when the training program 1is conducted by the organization;
or (ii) tuition and foes when the training is in an institution not operated Dby
the organization, are allowable.

‘ b. Costs of part-time education, at an undergraduate oOr post-graduate
college level, including that provided at the organization's own facilities, are
allowable only when the course or degree pursued 1is relative to the field in
which the employse is now working or may reasonably be axpected to work, and are
limited to:

(1) Training materials.

(2) Textbhooks.
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c. Costs of tuition, fees, Ttrezining mate:ia;s
€

’
ry, or any other

subsistence, sala
education, including that provi
post-graduate (but not upde*gfa
course or degree pursued is rel
working or may reasonably b
the prior approval of the aw
attributable to a total per;od no
so trained. In unusual cases the
d 5 per year at

I a eci % 2 a ectiveness of
executives or managers oOr TO prepare employees for such pcsitlons are allowable
Such costs include enrollment fees, training meterials, textbooks and related
charges, employees' salaries, subsistence, and travel Costs allowable under
this paragraph do not include those for courses that zre part of a dsgrese-
oriented curriculum, which are allowable only to the extent st forth in
subpzr graphs b and c.

€. Mainienance expense, and normal depreciation or fair rental, on
facilities owned or leased by the organization for training purposes are
zllowable to the extent set forth in paragraphs 11, 27, and 50.

£ Contributions or donations to educationzl or training institutions,
including the donation of facilities or other properties, and scholarships or
fellowships, are unallowable

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and c may be allowed with prior approval of the awarding
agency To be considered for approval, the organizaiion must demonstrate that
such costs are consistently incurred pursuant to an established training and
education program, and that the course or degree pursued is relative to the
field in which the employee is now working or may reasonably be expected to
Wwork.




ost ! a per diem
incurred, or on 2 combination of the

an entire trip and not to selectad days
consistent with those normally allioved 1
organization’s non~federally—3p0nsored activit

. Lodging and subsistence. CosiS incurred by employees and o
travel, including costs of lodging, other subsistence, and incidenta I
shall be considered reasonable and allowable only'to +he extent such costs do
not exceed charges normally allowed by the non-profit organization in its
regular operations as the result of the non-profit organization’'s written traval
policy. In the absence 0Of an acceptable, written non-profit organization policy
regarding travel costs, the rates and amounts established under subchapter I o
Chapter 57, Title 5, United States code (“Travel and Subsistence Expenses;
Mileage 7llowances’), or by he Administrator of General Services, Or Dy the
president {(or his or ner designee) pursuant to any provisions of such subchapter
shall apply to travel under Federal awards (48 CFR 31.205-46(a)) .

5 (7

. Commercial ailr ¥ vel.

(1) Airfare costs in excess of the customary standard commercial
airfare (coach or equivalent), Federal Government contract airfare (where
authorized and available), or the 1owest commercial discount airfare are
unallowable except when such accommodations would: {a} require circuitous
routing; (b) reguire travel during unreasonable hours; (C) excessively prolong
travel; (d) result in additional costs that would offset the transportation
savings; OI (e} offer accommodations not reasonably adeguate for the traveler’s
medical needs. The non-profit organization must justify and document these
conditions on 2 case-by~case basis in order for the use of first-class airfare
to be allowable in such cases.

(2) Unless a pattern of avoidance 1s detected, the Federal
Government will generally no guestion a non-profit organization's
determinations that customary standard airfare O other discount airfare is
unavailable for specific trips if the non-profit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; OT (b} that it is the non-profit organization’s overall practice
+o make routine use of such airfare. ’

=
(=4

.
T

d. nir travel by otler than commercial carrier. Costs of travel by non-
profit organization—owned, -leased, oOr -chartered aircraft include the cost of
lease, charter, operation {including personnel costs), maintenance,
depreciation, insurance, and -other related costs. The portion of such costs
that excseds the cost of allowable commercial air travel, as provided for in
subparagraph] C.., is unallowable.
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rnarles Stark Draper Laboxatory, incorporated

Blexandria, Virginia

o
o
¢
)_.J
[e]

Q

k<
~
)

4 Environmental Health

Chicago,

stitute,

Technology,
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Palls Chur Virgini

Natiopal Radiological AsTronomy Observatory,
National Renewable Energy Laboratory, Golden,
Oak Ridge nesociated Universities, Oak Ridge,
Rand Corporation,
Research Triangle ritute, Research Triangl
piverside Research Institute, New York,

South Carolina Research authority (SCRAE},

Charleston,

Columbus, Ohio
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. Cambridge, Massachusetiis
v, Michigan

Applied Research Corporation/
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L have & DULiCy revosw

The reguirements of Circular A-128, zlthough t
che 1990 version of Ccircular A-133 remain in ef
beginning on OY pefore June 30, 1996.

f

fect ard fowth i
Circ 20Tl Tzderal
193¢ audizs of fisczal
. e% cified in §__ .4
The standards 3set forth in this pircular that Federal agesncies shall
poiy Lo non-rederal entities chall be adopted DY rederal agencies i cod
gulations not Tater cthan 60 days after publication of this n svision
-he Federal Register, SO that they will apply toO audics of £ 1l vears
ginning after June 50, 1996, with the exception that §__ 305 of the
Arcachment applies tO audits of fiscal y=ars beginning afzer June 30, 193%8.
he Circular is rascind
£ £l

sct for audits oL ©

-

The revisions published in che FPederal Register June 27, 2003, are
effective for Iiscal years ending aiteYy December 31, 2003, and sarly
i

ac
implementation is not permitted wi-h the exception of the definition of
oversight agency for audit which is effesctive July 28, 2003.

augustine T. Smythe
Acting Diresctor
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pudigee msans any non-Raderal ~hat 2xpends 2aderal awards which
must He audited undsl chis part

auditor mzans an auditor, that is & public accouncant or a Federal,
seare or ilocal government audit organization, which meets the general
srandards specified in genearally accepted government auditing standards
(GAGAS) .  The tex auditox does not include internal avditors of mon-proiit

pal ALl S

organizations.

audit finding means deficiencies which the auditor is reguired by
§ 510 (a) co report in the schedule oI £indings and guestioned coOsSts.

cEDE numb=y means the number assigned to a pederal program in the

catalog of rederal Domestic pgeistance (CFDA) .

Cluster of programs means a grouping 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
lusters. "Other clugters® are as defined by the Office of Management and

c

sudget (OMB} in che compliance supplement Or as designated by a State oI

Federal awards the 5tate provides TO irs subrecipients that meet the

definition of a cluster of programs. When designating an tother cluster, " 2

ctate shall identify the rederal awards included in the cluster and advise the
(=

subrecipients of complianc reguirements applicable to the cluster, consistent

with § L400(d) (1) and § .400(d) {2), regpectively. A cluster of programs
chall be considered as one program £or determining major programs, as
described in § .520, and, with che exception of R&D as described in

§ .200({c), whether a program—specific audit may be elected.

coanizant aagencv for audit means the Federal agency designated to carxry
;d——*——-——*—————————-————-—— ;

out th responsibilities described in § .400 (a) -

compliance supplement refers to the Circular A-133 Compliance
Supplement, included as Appendix B o Circular A-133, O such documents as

OMB or its designee may issue to replace it. This document is available from
the Goverpment printing Office, Superintendent of Documents, Washington, De
20402-9325. .

Corrective action means action taken by the zuditee that:

orrects identified deficiencies;

]

(1)

(2} Produces recommended improvements; OT

(3}

Demonstrates that audit findings are either invalid ox do not
warrant audi

ree action.

dera)l agency has the same meaning as the term agency in Section 551 (1)

Fedsz
of title &, United States Code.

raderal award means Federal financial assistance and Federal cost-
reimbursement contracts rhat non-Faderal sptities receive dirsctly from
vederal awarding agencies oY indirectly from pass-through entities. It doss
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C nearie azcisrances that e
rm grantg, loansg, loan =
er , cooperative agream
od g8, direct appropri
e amounts received as re
s &5 described in § .2
Federz] program mMEans
(3 211 Federazl awards to a non-Federai entity assignsd & single
number In the CFDE.

2) When no CFDE number is assigned, =11 Fzderal awards from the same
agency wade for the same purpose should be combined and considered ons
program..;
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Fr

ations, and other

(1ii) Demonstrate compliance with laws, regu
comp) rance reguirements:
(21 Transactions are executed in compliance with:
(1) Laws, regulacions, and the provisi rant
£f

r icions of contracts OY g
agreements that ~ould have a direct and material effect on a Faderal pDrogram;

and

(ii) Any other laws and regulations chat are identified in the
compliance supplement; and

(2} Funds, property, and other assets aré safeguarded against 10358
fyom unauthorized use O disposition.

10an means a Federal loan or loan guarantee received OY administeresd by

Local government means any unit of local government wichin a
including a county, borough, municipality, city, town, tovwnghip, P
public authority, special district, school district, intrastate di
council of governments, and any other ipstrumentality of iocal gov

Ma-sor program means a rederal program determined by the auditor to be
major program in accordance with § .520 or a program ;dentified as a major
program by & rederal agency OT pass-through entity in accordance with
§ .215(e) .

Management decision means -he evaluation by the rederal awarding agency
or pass—through sntity of the audit findings and corrective action plan and
the igsuance of a written decision as to what corrective action is necessary.

Non-Federal entity means & state, local government, OY non-proiit
organization. '

Non-profit organization means:

(1) any corporatiomn, rrust, association, cooperative, Or other
organization that: ;

(1) Iis operated primarily for scientific, educational, service,
charitable, or similar purposes in the public interest;

(ii) Is not organized primarily for profit; and

(iii) Uses its net proceeds LO maintain, improve, OY expand 1its
operat iOnS; and

) The term pon-profit orcanization includes non-profit institutions
r education and hospitals.
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rezgsignment, both the cold and the new oversight agency for audit shall
notify-the auditee, and, if known, *n& auditor of the reass ;9dm&ﬂt

‘Wnere the-costs, at: €l of the by
gntation; or = h
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i | (5¥a) incluades TNOSE programs oI general szudent
ol sucnorized by Title -y f the Higher Educazion Bot
s ) endar 5.0. 1070 =21 seg.] ahich is administersd DY e
.%o, Depar-ment of Zducation, and similar programs provided by other ral
T d nnc include programs whizn provide Ifello 5 or lar
adents on & competizive nagis, or for 8 ied 25 Or

subrecipiant means a non-Federal entity that expends Federal awards
reczived from a pass—:hrouqh antity to carry out a Federal program, but does
not include an individual that 1s a peneficiary of such a program. A
suhvecipient may also be a recipient of other rederal awards directly Zfrom &
Federsl awarding agency. Guidance oD distinguishing between 2 subrecipient
and a vendor ig provided in §  .210.

Types of compliance reguirements refers to the types of compliance
reguirements 1istad in the compliance supplement. Examples include:
activities allowed or unallowed; allowable costs/cost principles; cash
management; eligibility; matching, level of effort, earmarking; and,

reporting.

Vendor means & dealer, distributor, merchant, OL other seller providing
goods or services that are required for rhe conduct of a Federal program.
Thase goods OF services may.be for an organization's own use or for the use of
pepeficiaries of the Federal program. ndditional guidance on distinguishing
petween a subrecipient and a vendor is provided in § .210.

Subpart B~-pudits

§  .200 audit regquirements.

{a) nudit reguired. Non-Federal entities that expend 5300, 000
(5500,000 for fiscal years ending after December 31, 2003) or more ih a year
in Federal awards shall have a single oI program~specific audit conducted for
that year in accordance with the provisions 0f this part. Guidance OB
determining Federal awards expended is provided in § .205.

(b) single audit. Won-Federal entities that expend $300, 000 (5500,000

for fiscal years ending ariter pDecember 31, 2003) or more il a year in rederal
awards shall have a single audit conducted in accordance with & .500 except

when they elect to have a program~specific audit conducted in accordance with
paragraph () of this section.

[

{c) program—specific audit election. When an auditee expends Federa
awards under only one Federal program (excluding R&D) and the Federal
program's laws, regulations, oI grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in accordance with §  .235. A program—specific
sudit may not be elected for R&D unless all of the Federal awards ezpended
were received from the same Federal agency. or the same Federal agency and the
same pass—through entity, and that Tederal agency, OY pass-through entity in
+he case of a subrecipient, approves in advance a program—specific audit.

(d) Exempiion when rederal awards erpended are less. than $300,000
($500, 000 for fiscal vears ending after pecember 31, 2003). Non-Federal

8
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{5 Medicaid. Medicaid payments tO 3 subrecipient for pr oviding
patient care services to Medicaid eligible indivi uals are not considered
Federal awards expended under this part unless a 3tate requires the funds 1o
ne treated as Federal awards expended pecause reimbursement is on a costi-

reimbursament basis.

(i) certain loans provided by the National Credit Uniopn
dm*rjstration. For purposes of this part, 1oans made from the National
Frsd Union Share Insurance Fund and the Central Liquidity Facility That are
fundad by contributions from insured institutions are not considered Federal
awards expended.
5 .210 Subrecipient and vendor determinations.

(a) General. An auditee may be a recipient, a subrecipient, znd a
vendor. rederal awards ez rpended as a recipient or a subrecipient would be
subject to audit under this part.. The payments rece ived for goods or sesrvices

n

provided as a vendor would not be considered rederal awards. The guidance i
paragraphs (b} and (c) of rhis section should be coneidered in determining
whether payments constitute a Federal award or a payment for goods and
services.

{h) Federal award. Characteristics indicative of a Federal award
sceived by a subreciplient are when the organization:

(1) Determines who is eligible to receive what Federal financial

assistance;
(2) - Has its performance measured against whether the objecti
of the Federal program are met;

(3) Has responsibility for programmatic decision making;

14) Has responsibility for adherence to applicable Federal
program ccmpliance requirements; and

(5) Uses the Federal funds to carry out a program of the
nization as compared to providing goods Or services for a program of the
-through entity.

(c) Pavment for goods and services. Characteristics indicative of a
payment for goods and services received by a vandor are when the organization:

(1) Provides the goods and services within normal business

®]

perations;
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2l agency
PR e nning, such Iedusst
he fiscal vear IO D€ & -Te! Th
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cy whether the program WouLd oTherw g 2%
ivad as 8 Ma}OY ¥ visk-based audit approach degcrined In
.520 and, 1i not entai cost The Faderal ayganlty
i “hen prompily whetner LT wants “he DIogram
aud:oad as a majior prl orogram is 10 D avdined a3 -
program Dased upon this Feds agency resguest, and the Feder
Lo pay The full 1 , then the auditee shall have
sudited as & major o pass-through entity may use the
ch.s parsgraph for a ant
5 .220 Frequency of audits.

oxcept for the provisions zny biennizl audits provided In paragraphs (a)
and (b) of this section, audits reguirad by this part shall be performed
annually. Any miennial audit shall cover both years within the biennial
period.

(&) 2 State or local government that is required by constitution Or
statute, in effect on January 1, 1987, to undergo its audits less frequently -
than annually, is permitted to undergo its auvdits pursuant to this part
miennially. This reguirement must still be in cffect for the pisnnial period

under audit.

o k)

(b) any non-profit organization +hat had biennial audits for a-
piennial periods ending between July 1, 1892, and January 1, 1995, is
permitted to undergo its audits pursuant to this part piennially.

s .225  Sanctions.

No audit costs may be charged to Federal awards when audits reguired by
this part have not peen 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
antities shall take appropriate action using sanctions such as:

(a) Withholding 3 percentage of Federal awards until the audit is
completed satisfactorily;
P ¥

(b) Withholding or disallowing overhead costs;
(c) Suspending rederal awards antil the audit is conducted; oY

(d) Terminating the Federal award.

& .230 Zudit costs.

(a) Allowable costs. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal awards. The charges may be considered a direct cost or an allocated

indirect cost, as determined in accordance with the provisions of applicable
OMB cost principles circulars, the Federal Acguisition Regulation (FRR) (48
CFR paxts 30 and 31}, or other applicable cost principies OX regulations.

12
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nrdance wWith

oressnted in tnis se
was conducted in accorcance with this

(i) np opinion (or
the financial statement (s) of the Fede
material respects in conformity with ©

{i3) A report on internal control related to the Federal
progran, which shall describe the scope of cesting of internal control and the
results of the tests;

(ii1y A on compliance which includes an opinion (or

o
disclaimer of opinion) 4as Lo whe
regulations, and the provis

ner the audites complied with laws,
io i
have a direct and material effec

contracts or grant agreements which covuld
on -he Faderal program: and

;v) A schedule of findings and questioned costs for the
1 program that includes a summary of the auditor's results relative o
deral program in a format consistent with §_#_,505(d)(1) and findings
estioned costs consistent with the reqguirements of §_~#‘505(d)(3).

{c) Report submission for srogram-specific audits.

The audit shall be completed dnd the reporting required by paragraph
(2) ox (c)(3) of this section submitted within +the sarlier of 30 days after
eipt of the suditor’s report(s), or nine months after the end of the audit
i

—~

t

od, unless a longer period is agreed to in agvance by the Federal agency
t provided the funding or a different period 1is specified in a program-
scific audit guide. (Howevexr, for fiscal years beginning on OX pefore June
, 1998, the audit shall be completed and the required reporting shall be
pmitted within the carlier of 30 days after receipt of the auditor’
port (s}, oOr 13 months after the end of the audit period, unless a diff
eriod is specified in a proqram—specific audit guide.) Unless restrict
aw or regulationm, the auditee shall make report copies available for public
nspe

b
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{2) When & program—specific audit guide is available, the
auditee shall submit tToO +he Federal clesaringhouse designated by OMB the data
collection form prepared in accordance with §_”ﬁ.320(b), as applicable
program—specific audit, and the reporting required DY the‘program—speci
audit guide to be retained as an archival copy. Also, +he auditee sha
submit to the rederal awarding agency oF pass—through entity the repor
required by the program—specific audit guide.

(3) When a program~specific audit guide is not available, the
reporting package for 2 program'specific audit shall consist of the financial
statement {s) of the Federal program, & summary schedule of prior audit
findings, and a corrective action plan as described in paragrapb (b (2) of
+nis section, and the auditor's report(s) described in paragraph (b) (4) of
this section. The data collection form prepared in accordance with

14
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ons oI Hi rducation, Hospi on-Prolit
ions, " Of FAR (48 CFR part pie (OMB Circu
om the ice of Administrat ns ice, roo
ti -sice Building, Washington _ Whenever possi
shall make positive s2fforts Lo amall businesgses, mino
ms, and women's huginess entarlp in procuring audiz servi
stated in the A-102 Common Rule, OWMB Ccircular B-1310, Or ~he ®RR {48 CF¥
472), as applicable. In reguesting proposals for audit services, the
to bhe

objectives and scope of the audit should be made clear. Factors
considered in evaluating each proposal for audic services inciude the
responsiveness tO the reguest [oTr proposal, relevant experience, availabilicy
of staff with professional qualifications and technical abilities, the rssults
of external gquality control reviews, and price.

(b) Restriction on auditor preparing indirect COSL proposals . AD
audicor who prepares rhe indirect cost pr posal or cost s1location plan may
not alsc be selected tO perform the audit reguired Dy this part when che
indirect costs recoversd by the auditee during the prior year exceeded $1

million. This restriction applies to the base year used in the preparation of
rhe indirect cost proposal or cost allocation plan and any subseguent yesars in
which the resulting indirect cost agreement or cost allocation plan is used to
recover costs. TO minimize any disruption in existing contracts for audit
services, this paragraph applies toO audits of fiscal years beginning aiter
June 30, 1298B.

(c) Uge of Federal auditors. raderal auditors may perform 21l or part

of the work required under this partc if they comply fully with the
reguirements of this part.

§ 310 Financial gtatements.

{a) Financial statements. The auditee shall prepare financial
statements that reflect its financial position, results of operations OT
changes in net assets, and, where appropriate, cash flows for the fiscal year
audited. The financial statements chall be for the same organizational unitc
and fiscal year that ig chosen to mest the requirements of this part.
However, organization—wide £inancial statements may also include departments,
agencies, and other organizational units that have separate audits in
accordance with §,d_.500(a) and prepare separate financial statements.

(b) achedule of expenditures of Federal awards. The auditee shall
also prepare & schedule of expenditures of Federal awards for the period
coversd by the auditee's financial statements. While not reguired, the
auditee may choose Lo provide information requested DY Federal awarding
agenciesg and pass—through entities to make the achedule easier to use. For
example, when & Federal program has nultiple award years, the auditee may list
the amount Of Federal awards expended for sach award year separately. At 2
minimum, the schedule shall:

(1) List individual Federal programs by rederal agency. FOT
Federal programs included in a cluster of programs, list individual Federal
programs within a cluster of programs. FOT R&D, total Federal awards expended
shall be shown either by individual award oY by Federal agency and major
subdivigion 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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ne Tonding ocourrad W

{ii} 1s not
aurrantly foilowing up
111
Rl asrrective action nlan. AL the T 5f tne audit, the
shall prepare & corrective action pian o address each audit finding
vd in the gurrent year auditory's reports The corrective action plan
provids the name! o e montact personis) yegponsible for coryective
the correctiV : hlanned, and the anticipated completion date.
audites does D iep the audit findings or nelieves corrective
is not regul e movrective action plan shall include an
planation and spe 8
§ .320 Report gubmigsion.

(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 this section shall be submitted within the
carlier of 30 days after receipt of the auditor’'s report(sl), or mine months
after the end of the audit period, unless 2 longer period is agreed o in
advance by the cognizant oOr oversight agency for audit. (However, for fiscal
years peginning on OT hefore June 30, 1998, the audit shall Dbe completed and
“he data collection form and reporting package shall be submitted within the
earlier of 30 days after receipt of the auditor’s report {s), or 13 months
after the end of the andit period.) Unless restricted by law or regulation,
the auditee shall make copies available for public inspection.

{b) pata 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 the
Federal clearinghouse designated by OME, and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief exacubive officer,
or chief financial officer) shall sign 2 statement to be included as part of
the form certifying that: ‘the auditee complied with the requirements of this
part, the form was prepared in accordance with this part {and the instructions
accompanying the form), and the .information included in the form, in its
entirety, are accurate and complete.

1l

(2) The data collection form shall include the following data
elaments:
(i) The type of report the auditor issued on the financial statements of
the auditee (i.e., ungualified opinion, gualified opinion, adverse
opinion, or disclaimer of opinion).

i 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.

A statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the auditee.

(iv) Wnere applicable, & statement that reportable conditions in internal
control over major programs were disclosed by the audit and whether
any such conditions were material weaknesses. ‘

() The type of report the auditor issued on compliance for ma’jor

18
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a ¢ er of programs should be
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i) The amount of expenditures in the schedule of sipendi
awards associated with each Federal program
{¥3ii For each Federal program, a yes or nd statement as to whethsr there
are aundit findings imeach of the following types oFf camn‘lanﬁa
regquirements and the total amount of any questioned‘c@sts :
(X)) Lctivities allowed or unallowed.
(B) Rllowable costs/cost principles.
(<) Cash mwanagemént’
(D) Davis-Bacon Act.
AE) Eligibi
(F) ~Eguipment-and - real . property management
(G) Matching; -level of effort, ezrmarking.
(H) Period of avéilability of Fedexal £
(1) Procurement- and suspen : nd 4 -
{(J) Program income
(¥ ‘Real pPropertylEct
(L) Reporting . ©0 0 o7
) .
()
Axiii) ﬁudltee Name, Enp‘pve* LQeytlflCaLlOD Number s) Name and Title of
' ficial), eWeDhone Numoy*, Umgnabure - and
(xiv) zZuditor Names, Name and **tle of Contact Person, s
Inditor Telepnonc Namb:r Signature, and Date.
{zv
{3vi), The name rsight agency
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oy Reporring packase . ThE vensrring package shall include the:

(2) suditor's report’s) discusssd in § .505;
4} Corrective action plan discussed in § .215 (¢} -

(d) Submission to clearinghouse. 211 auditees shall submit £O ~he
mederal clearinghouse designated by OMB che data collection form described .n
paragraph (b) of this section and one COPY of the reporting package described
in paragraph (c) of this section for:

(1} The Federal clearinghouse toO retain as an archival copy;
and
(2) Fach Federal awarding agency when the schedule of findings

and guestioned COSLS disclosed audit findings relating to Faderal awards that
rhe Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Federal
awards that the Federal awarding agency provided directly. v

2 ndditional submission bv subrecipients. (1) In addition to the

)
ments discussed in paragraph (@) of this section, auditess that are

{
require
also subrecipilents shall subwit to each pass-through entity one copy Of the
sporting package described in paragraph (¢) of this section for sach pass-

through entity when the schedule of findings and questioned COSTS disclesed
audit findings relating to Pederal awards that the pass-through entity
provided or the summary schedule of prior audit findings reported the status
of any audit findings relating to Federal awards that the pass-through sntity
provided.

(2) Tnstead of submitting the reporting package to & pass-
through entity, when a subrecipient is not regquired to gubmit a reporting
package to a pasgs-through entity pursuant €O paragraph (e) (1) of this section,
the subrecipient shall provide written notification to the pass-through entity
chat: an audit of the subrecipient was conducted in accordance with this part
(including the period covered by the audit and the name, amount, and CFD2A
number of the Federal award(s) provided by the pass-through entity); the
schedule of findings and questioned costs disclosed no audit findings relating
to the Federal award{s) that the pass—through entity provided; and, the
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award(s) that the pass-through entity
provided. A subrecipient may submit a copy of the reporting package described
in paragraph (¢) of this section to a pass-through entity to comply with this
notification reguirsment.

(£) Reguests for report copies. In response to requests by a Fed
agency O pass-through entity, auditees shall submit the appropriate copil
the reporting package described in paragraph (c) of this section and, if
requested, 2 cOpY of any management letters issued by the auditor.

(g) Report retention requirements . Auditees shall keep one copy of

data collection form described in paragraph (b) of this section and one

of the reporting package‘described in paragraph (¢} of this gsection on
for three years from the date of submission toO the Federal clearinghouse
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inform other affacted Faderal agencies and
fficials of any direct yeporting Dby the
ieg oy illegal acts, as rsguired by GAGRS
(5) pdvise the auditoyr and, where appropriate, she auditese oI

any deficisncies found in the audits when the deficiencies require corrscti
action by the auditor. When advised of deficiencies, che auditee shall work
with the auditor to take corrective action. If corrective action is not
+aken, the cognizant agency zor audit shall notify -he auditor, the auditese,
and applicable Federal awarding agencies and pass—through entities of the
facts and make recommendations for follow-up action. Major inadeguacies OT
repatitive substandard periormance by auditors shall be referred to
appropriate State 1icensing agencies and professional podies for disciplinary
action.

(6) " coordinate, to the extent practical, audits or reviews
made by ox for Federal agencies that are in addition to the audits made
pursuant to this part, so that the additional audits or reviews build upon
audits periormed in accordance with ‘this part.

(7} Coordinate a management decision for audit findings that
affect the Federal programs of more than one agency.

(8) Coordinate the audit work and reporting responsibilities
among auditors Lo achieva the most cost-effective audit.

(9) For biennial audits permitted under § .220, consider
audites reguests to qualify as a low-risk auditee under § .530(a) .
(b} oversight agency EOT audit regponsibilities. An auditee which

does not have a designated cognizant agency for audit will be under the
general,oversight of the Federal agency determined in accordance with

8§ .105. The oversight agency £foTr audit:

(1) ghall provide technical advice to auditees and auditors as
reguested.

(2) May assume all or some of the responsibilities normally
performed by 2 cognizant agency for audit.

(c) Federal awarding agency responsibilities . 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 qumber, award name and number, award year, and if the

award is for R&D. When some of this information is not available, the Federal
agency shall provide information necessary to clearly describe the Federal

award.

(2) Advise recipients of reguirements imposed on them by
rederal laws, regulations, and the provisions of contracts or grant
agreements. )

(3) gnsure that audits are completed and reports are received

22
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(e) Reforence numbers. Management decisions shall include the
refarence numbers the zudicor assigned to sach audit finding in accordance
with § .510(a) . :
subpart E--Auditors
§ .500 Scope of audit.

{a) General. The audit shall be conducted in accordance with GRGAS.

The audit shall cover the entire operations of the auditee; or, at the option
of rthe auditee, such audit shall include a series of audits that cover

departments, agencies, and other organizational units which expended oY
otherwise administerad rFederal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures of Pederal awards for each such department, agency, and other
organizational unit, which shall be considered to be a non-rederal entity.
The financial statements and schedule of expenditures of Federal awards shall

be for the same figcal year.

(b) Financial statewments. The auditor shall determine whether the
£inancial statements of the auditse are presented £airly in all material
respects in conformity with generally accepted accounting principles. The
audizor 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 statementg taken as & whole.

(c) Tnternal control . (1) In addition tO the reguirements of GRGRS,
the auditor shall perform procedures to obtain an understanding of internal
control over Federal programs sufficient to plan rhe audit to support a iow
agssessed level of control risk for major programs.

(23 Except as provided in paragraph (c) (3) of this section,
rhe auditor shall:

(i) plan the testing of internal control over major
programs Lo support a low assessed level of control risk for the assertions
relevant to the compliance requirements for each major programy and

(1i) perform testing of internal control as planned in
paragraph (e) (2) (1) of this section.

(3) When internal control over some or all of the compliance
irements for a major program are likely to be ineffective in preventing or
ecting noncompliance, the planning and performing of testing describsd in
ragraph (e) (2) of this section are not required for those compliance
requirements. However, the auditor shall report a reportable condition
(including whether any such condition is a material weakness) in accordance
with §___.510, acsess the related control risk at the maximum, and consider
whether additiomal compliance tests are required because of ineffective
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13} A summary of the auditor's results which shall incliude:

(i} The type of rsport “he auditor issued oOn “he

fipancial statements of the auditee (i.e8., ungualified opinion, qualified
opinion, adverse opinion, oY disclaimer of opinion);

(ii) Where applicable, 2 statement that reportable
conditions in internal control were disclosed by the audit of the financial

statements and whether any such conditions were macerial weaknesses;

(iii) A statement as to whether the audit disclosed any
noncompliance which is material to the fipancial statements of the auditee;

(iv) Where applicable, a statement tchat reportable
conditions in internal control over major programs were disclosed by the audic
and whethexr any such conditions were material weaknesses;

{v) The type of report the auditor issued on compliance
for major programs (i.e., ungualified opinion, qualified opinion, adverse
ppinion, oY disclaimer of opinion);

(vi) A statement 2as O whether the audit disclosed any
audit findings which the auditor iis required to report under § .510(a);

(vii) An identification of major pPrograms;

(viii)The dollar threshold used to distinguish between

Type A and Type B programs, 2as described in § .520 (b) ; and
(ix) 3 statewent as to whether the auditee qualified as
a low-risk auditee under § .530.
(2) Findings relaging to the financial statements which are
required to be reported in accordance with GAGAS.
(3) Findings anquuestioned costs for Federal awards which
shall include audit findings as defined in § .510 (a) .
(i) Auditffindings (e.g., internal control findings,

compliance findings, guestioned costs, or fraud) which relate to the same
issue should be presented as a gingle audit finding. Where practical, audit
findings should be organized by Federal agency oOr pass-through entity.

(i1) audit findings which relate to both the financial
statements and Federal awards, as reported under paragraphs (dy (2) and (d) (3)
of this section, respectively, should be reported in both sections of the
schedule. However, the reporting imn 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 £indings.
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finding i3

The condition found, including facts that support the
ntified in the audit £inding. ’

{
deficiency id
(4) identification of questioned costs and how they were

computed.

(5) Tnformation to provide proper perspective fox judging the
prevalence and conseguences OF “he audit findings, such as whether the audit
findings represent an igsolated instance Or & systemic problem. Where
appropriate, instances identified shall be related to the universe and th
nunber of cases examined and be gquantified in terms of dollar value.

1]

(6) The possible asserted effect to provide sufficient
information to the anditee and Federal agency, OT pass-through entity in the
case of a subrecipient, to permit them to determine the cause and effect to
facilitate prompt and proper corrective action. v

- .

{7) Recommendations £o prevent future occurrences of the
deficiency identified in the audit finding.

(8) Views of responsible officials of the audites when there
is disagreeument with the audit findings, to the extent practical.
(c) Reference numbers. Bach audit finding in the schedule of findings

v

and guestioned costs shall include a reference number to allow for easy
refarencing of the audit findings during follow-up.

§ .515 audit working papers.

(a) Retention of working papers . The auditor shall retain working
papers and rsports 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 awars
that the Federal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the parties contesting
the audit finding for guidance prior to destruction of the working papers and

reports.

(b) recess to working DapEers . Audit working papers shall be made
available upon rasguest to the cognizant oOr oversight agency Lor audit or its
designes, & Federal agency providing direct or indirect funding, or GRO at t
completion of the audit, as part of 2 guality review, to resolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access Lo working papers includes the right of Federal
ptain copies of working papers, as is reasonable and necessary.

he

agencies to O
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rdy srep . ‘ai  Tne auditox sha.l lLa= pe 3 programs

high- risk using professional judgment and cthe C in §_ .325
anould —he auditor salect Option 2 undey 3tep 4 aph {e) (2) (2

5 mection), the augltoy ig pot raguired Lo i more high-risk
srograms than the aumbey of low-risk Type 2 programs ., BXCSDT for knovn
reporzable conditions in imternal ~ontrol oy compliance problems as
in §__ .525(b) (1), §_ .525(b) (2}, and §  .325(c) (1), & single cx:
§ .525 would seidom cause a Type B program to ne considersd high

d to perform risk ass
~he auditor is only

.
chat excead the larger OL:

(1) $100, 000 ox chres-zenths of one percent {.002) of
to-al Federal awards sxpended when the auditee has less than oY equal to 3100

million in total Federal awards expended.

(i1} $300,000 or -hree-hundradths of one percent (.000
of total Pederal awards expended when the audicee has more than $3100 million
in rotal Pederal awards expendad.

(e) Step 4. At a minimum, the auditor shall audic all of the
following as major programs:

(1) 2ll Type A programs, except the aunditor may exclude any
Type A programs identified as low-risk under Step 2 (paragraph {c¢) (1) of this
section) .

12y (i) High-risk Type B programs as identified undex
sicher of the following two options:

(n) 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) (1) (n) does not require the auditor to audit more
high-risk Type B programs than the number of low-risk Type A programs
identified as low-risk under Step 2.

(g} Option 2. One high-risk Type B program for
each Type A program igentified as low-risk under Step 2.

(ii) when identifying which high-risk Type B programs to
audit as major under either Option 1 or 2 in paragraph te} (2} (1) (&) or (B),
the auditor is encouraged to use an approach which provides an spportunity for
diffsrent high-risk Type B programs to 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
section. This paragraph {e) (3) may require the auditor to audit more programs

as major than the number of Type A programs.

(f) percentage of coverage rule. The auditor shall audit as major
programs Pederal programs with Fedoral awards expended that, in the aggregate,
encompass at least 50 percent of total Federal awards expended. If the
auditee meets the criteria in §__.530 for a 1ow-risk auditee, the auditor
need only audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended. :

{g) Documentation of risk. The auditor shall document in the working
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(d) Inherent risk of the Federal program. {1} The nature of a

ral program may indicate risk. Consideration should be given to the
exity of the program and the extent to which the Federal program

crzcts for goods and gervices. For example, Federal programs that dishurse
funds through third party contracts oy have eligibility criteria may pe of
nigher rishk.. rederal programs primarily involving staff payroll costs may

-

have a high-risk for time and effort reporting, but otherwise be at low-risk.

(2) The phase of & Federal program in 1ts 1ife cycle at the
rederal agency may indicate risk. For example, a new Federal program with nevw
or interim regulations may have higher risgk than an established program with
fime-tested regulacions. Also, significant changes in Federal programs, laws,

regulations, OT che provisions of contracts or grant agreements may incrzase
risk.

(3) The phase of a vYederal program in itg 1ife cycle at the
auditee may indicate risk. For example, during the first and last years that

an auditee participates in a Federal program, the risk may be higher due t©o

start-up or clossout of program activities and staff.

(4) Type B programs with larger Federal awards expended would

he of higher rigk than programs with substantially smaller Federal awards

§ .530 Criteria for a low-risk auditee.

An auditee which meets all of the following conditions for each of the
preceding two years (or, in the case of piennial audits, preceading two audit
periods) shall qualify as a low-risk auditee and be eligible for reducsd audit
coverage in accordance with §__ .520:

(a) gingle audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not gualify as a low-risk asuditee, 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 rederal awards were ungualified. However, the
cognizant or oversight agency for audit may judge that an opinion
qualification does not affect the management of Federal awards and provide a

waiver.

<) There were no deficisncies in internal control which were
ied as material waaknesses under the requirements of GAGAS. However,

=

Ve~

identif
rhe cognizant O 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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Health Information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT
THIS BUSINESS ASSOCIATE AGREEMENT (“Agreement”) | is made and entered as of October 1

2009 by and between ?@%&UM& Viduntecr S?D/CZ/ a 00)'&’/’054" CAUAES
[corporation, partnership, dba , whose business address is; 2300 SUA SE T aou
f CA 0@‘; (hereinafter referred to as “Business Associate”),

and the %ITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or

“Covered Entry”).

WHEREAS, the City has a Department of Health that provides a multitude of health care and

related services; and

WHEREAS, in the course of providing health care and related services the City obtains

protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services

to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of

which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the

security of protected health information incompliance with the Health insurance Portability and

Accountability Act of 1996 (“HIPAA”) and regulations promulgated thereunder by the U.S. Department

of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section

164.504(e) of the Code of Federal Regulation.

NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of 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.

. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity's request in order to meet the
requirements under 45 CFR § 164.524.

ATTACHMENT
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Amendment of Protected Health Information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.
Department of Health and Human Services for purposes of the Secretary determining the
business Associate’s compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in this Agreement, provided that such use or disclosure 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)(iI)(B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502()(1).

OBLIGATIONS OF COVERED ENTITY.

a.

Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify
Business Associate of any limitations(s) in its notice of privacy practices of covered 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.

ATTACHMENT F
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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 Entity’s knowledge of a material breach by
Business Associate, Covered Entity shall either:

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the -
violation within the time specified by Covered Entity;

2. Immediately terminate this Agreement if Business Associate has breached a material term
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the violation to the

Secretary.
c. Effect of Termination.
1. Except as provided in paragraph (2) of the Section, upon termination of this Agreement

for any reason, Business Associate shall return or destroy all protected health
information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business
Associate shall retain no copies of the protected health information.

2. In the event that Business Associate determines that returning or destroying the
protected health information is infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or destruction infeasible and shall
extend the protections of this Agreement to such protected health information and limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasible, for so long as business Associate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.
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10.

11.

12.

13.

14.

MISCELLANEOUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alleged ‘
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. [f it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney’s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Regulations and California law.

COSTS. If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitled to its costs and expenses, including reasonable attorney’s fees and court

costs, including appeals.

NOTICES. Any notice or approval required hereunder by either party shall be in writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.

Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first
occurs. '
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15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.
ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

(Name_of Business Associate)

a i%df\mu& Vluntcer Hyoie

(corporatioﬁn, partnership, individual)'

M/« (L( ,ZOOC( By: &MW };@//ML

(person ie’\g\ajy aHoWé@to bind organization)

Tite: I~V o (Dheechr

, 20 By:

(person legally allowed to bind organization)

Title:

CITY OF LONG BEACH, a municipal corporation

) ) ssistant City Manager
JC\N\. ([ 20 fo By: &\VA

City Maphager or designee
“City” BXECUTED PURSUANT
70 SECTION 301 OF
4. THE CITY GHARTER
The foregoing Agreement is hereby approved as to form this & day of

Jorwwnng . ,204p .

ROBERT E. SHANNON,
City Attorney or designee /’

By: \\M/i,/%\/ s

Deputy —~—
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CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this

transaction originated may pursue available remedies, including suspension and/or
debarment. -

. The recipient of Federal assistance funds shall provide immediate written notice to the

person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” “ primary covered transaction,” “principal,” “proposal,”
and “voluntarily excluded,” as used in this clause, have the meanings set out in the

Definitions and Coverage sections of rules implementing Executive Order 12549.

. The recipient of Federal assistance funds agrees by submitting this document that it shall

not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered

transaction, 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 titied “Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, 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.
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the 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 behaif of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any empioyee 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.
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