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CONTRACT FOR SOCIAL SERVICES

31038

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

entered, in duplicate, as of December 30, 2008 for reference purposes only, pursuant to
a minute order adopted by the City Council of the City of Long Beach at its meeting on
September 18, 2007, by and between SEXUAL ASSAULT CRISIS AGENCY, a California
nonprofit corporation (“Organization”), with offices located at 3711 Long Beach Bivd.,
Suite 815, Long Beach, California 90807, and the CITY OF LONG BEACH, a municipal
corporation (the “City”).

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

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

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

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

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

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

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

Section 1.  The above recitals are true and correct and are incorporated
1
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in the Contract.
Section 2.
A. Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“‘A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
entitled “Office of Management Budget (OMB) Circular A-110", Attachment “D”
entitted OMB Circular A-122”, Attachment “E” entitled “OMB Circular A-133",
Attachment “F” entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G”
entitled “Certification of Debarment”, and Attachment “H” entitled “Certification of
Lobbying”, all of which are attached hereto and incorporated by reference, and the
City of Long Beach Grants Monitoring Guidelines, which has been separately
provided to Organization and is incorporated by this reference.
B. Organization shall adhere to all policies, procedures, rules
and regulations established by HUD and sources including but not limited to the
OMB Circulars, Code of Federal Regulations, United States Codes, City of Long
Beach Grants Monitoring Guidelines, this Contract, the City’s contract with HUD
for the funds dispersed under this Contract, the Request for Proposal (“RFP”),
Organization’s proposal in response to the RFP, and all Information Bulletins
issued by the City’s Department of Community Development, Neighborhood
Services Bureau. In addition to and without in any way limiting the foregoing,
Organization shall comply with all laws and regulations set forth in 24 CFR Part
570.
Section 3. The terms of this Contract shall commence at midnight on
October 1, 2008, and, unless sooner terminated as provided herein, shall terminate at
11:59 p.m. August 31, 2009.
Section 4.

A Organization shall affirmatively and aggressively use its best

2

LT:bg A08-03620
L:\Apps\CtyLaw32\WPDocs\D030\P008\00152550.00C




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

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

© 00 N O 0 b~ W0 N -~

N N N N N N N DD DN A A m e md e e e e
0o ~N O O A W MN a2 O ©W 0N OO O A WN -~ O

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 Fifteen Thousand Dollars ($15,000.00) 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.

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

Section 5.

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

City may continue to withhold such funds equal to the amount of improperly used

5

LT:bg A08-03620
L\Apps\CtyLaw32\WPDocs\D030\P008'00152550.DOC




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

333 West Ocean Boulevard, 11th Floor

Long Beach, CA 90802-4664

© 00 ~N O O A~ WODN

[ ST S T S T S TR G TR G T G TR N TR N T G (o W (Ut GOt G G G G §
0 ~N O O AW N A O © 0N 0O oA WD - O

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

6

LT:bg A08-03620
L\Apps\CtyLaw32\WPDocs\D030\P008100152550.D0C




O W 0o N O O b~ W0 N -

- A A A A A -
o) B S ) B N O S I

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

Long Beach, CA 90802-4664

N N N D D N N N DN 22 a2
0o ~N O o h~h WO N =2 O © oo N

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
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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 1ISO 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. [f a request for a waiver is
desired, Organization must submit a signed document on Organization’s letterhead to the
Director of the City's Department of Community Development, Neighborhood Services
Bureau, who will forward it to the City’s Risk Manager, providing reasons why the
insurance coverage should be waived. Waivers will be considered on a case by case
basis.

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

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

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

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

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

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

requested, to the City at 444 W. Ocean 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. In the event of any conflict or ambiguity between this Contract
and one or more attachments, the provisions of this Contract shall govern.

I/
14
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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.

SEXUAL ASSAULT CRISIS AGEN

, 2009

, 2009

Type or Print Name
“Organization”

CITY OF LONG BEACH, a municipal
corporation

Z' )7 2000 By <\7 /v\Assiftant City Manager

“Cityl’
This Contract is approved as to form on F &/p)wuu/) 6 , 2009.

ROBERT E. SHANNON yAttor y
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City of Long Beach
Social Service Grant (SSG) Program 2008-2009
Scope of Work

AGENCY NAME: Sexual Assault Crisis Agency CONTRACT NUMBER:

PROGRAM OBJECTIVE: To reduce the trauma of sexual assault and to provide community awareness and prevention through education by delivering
services in a cultural and language sensitive environment.

Cumulative Actual Cumulative Actual Cumulative Actual Cumulative

Continue to increase the number of Long Beach survivors of
sexual violence participating in and benefiting from SACA's

.. -.counseling and supportive services. At least 50 survivors wnII
complete counseling.
Provide education through a variety of methods for 1,500 Long 1,500
Beach 4th grade through high school students that will inform them
about all forms of sexual and dating violence and will assist them
to accomplish changes in attitudes and behaviors which will
prevent violence.

Total Unduplicated Clients Served: 50

Attachment "A"
Page 1 of 1

08-09 Scope of Work submitted.xls 01/10/09, 10:15 AM



ATTACHMENT "B”




CITY OF LONG BEACH
Social Services Grant Program 2008-2009

facilitae the counseling program.

Program Budget for _Sexual Assualt Crisis Agency City Contract #
ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION
Director of Counseling Services .12% FTE $7.488 Has face to face counseling sessions with survivors and supervises interns who help

Director of Crisis Services .15% FTE

$5,774

Supervises volunteers, volunteer program and has direct contact with surviviors at the
hospital, in-person, and on the hotline

Total Personnel to be Reimbursed

OPERATIONS

rent and phone

$1,738 used for % monthly rent expense

TOTAL OPERATIONS

Total Operations to be Reimbursed

SSG 08-09

Crtiio,

Signature

Attachment "B"
Page 1 of 1
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PARTS 200-214 [RESERVED]

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

Sec.
215.0  ADOUY This parl.
Subpart A—General

215.3 Purpose.

215.2 Definitions.

215.2 Effect or other issnances
2154 Deviations.
215.5 Subawaras.

Subpar B—Pre-Award Reguirements

5.10 Purpose.
11 Pre-awarG policies.

.12 Forms for 2pplying {or Federal 2ssist-
ance.

.13 Debarment and suspension.

.14 Bpecial award conditions.

15 Meiric sysuem o0 Imeasnrement.

16 Resource Conservation znd Recovery
Act.

1£.17 Certifica

vions &nd represeniations.

Subparn C—Fost-Award Reguirements

FINANGILL AND PROGRAN MANAGEMENT

2105.20 Purpose of [inancial
meanagement.

5,21 Stendards

and program

{or Ilinancial! management

SYSLEINS.

o
22

Pzyment.

Cost sharing or matching.
Program income,
Fevision of budget
plans.

Non-Federz! audizs.
Aliowalle COSt8.

Ferio€ of avallability of
Gondizsiona) exempoions.

znd program

s

funds.

ED[\?[\JN

b
enn o o

PROPEETY STANDARDS
36
31
.32
28
eryy.
.34 Eguipment.
15,35 Supplies end other

Furpose of property standaras.
Insurance COVErage.

T.ezal properiy.
lly-owned

zng

exempL Drop-

expendzile Droy-

invangible properyy.
Property Lrust relabionshilp

PROCUREMENT ETANDARDE

Furpose of procurement standards
Eecipient responsibilities

Codes of congduci.

Competition.

Procurement procedures.

Cost 2nd price analysis,
Procurement records.

Contract edministration

Contract provisions.

REPORTSE AND ELECORDS

Purpose of reporus and records.

Monitoring and reporting program
performence.

216.52 Financizl reporting.

215.52 Retention zand access

{or records.

reguirements

TERMINATION NI ENFORCEMENT

215.60 Purpose of termination and enforce-
ment.

15.61 Termination.

218.62 Enforcement.

o

Subpart D—Afier-the-Award Reguirements

215.70 Purpose.
215.71 Closeout procednres.
216.72 Subsequent adjusimente
tinuing responsibilities.
£.72 Collection of amounts Gue.
EPPENDE. £ TO PART 215—CONTRACT FPHROV-
SIONS

znd  con-

21

ALUTHORITY: 31 U.E.C. 503; 3 U.B 43

U.S.C. 405 Reorganization Plan No z of 1970
E.C. 1lu‘h, 35 FR 10737, & CFR, 1966-1870. p
43¢,

SOURCE: 68 FE 26281, 2004, unless

otherwise noved.

May i1,

£215.0 About this part.

(&) Purpose. This part contains OME
guidance tc Federal agencies on the ad-
vinistration of grants to and agree-
ments with instl uuumns of nigher edu-
cabion, nospitzls, and other non-profit
orgenizations. The guidence sets forth
stazndardas for oblaining consistency
and uniformity in the agencies’ admin-
istration of those granis and agree-

ments.

(D) Applicabiiily ) E}cepn as pro-
vided nerei he Ge set forih in
wnls part T cable o all Federal
agencies, 1f any siaonie specifically

ATTACHMENT ...



L or speciilc reguire-
N fromi the standards
provided in thie pars, the provisions of
the stasute shall govarn.

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

¢3) This part does not apply to grants,
contracts, or other agreements be-
tween the Federal Government and
units of State or local governments
covered by OMEB Circular A-102,
“drants and Cooperative Agreements
with State and Local Governments'!
and the Federal agencies' grants man-
agement common rule (see §215.5)
which standardize the administrative
reguirements Federal agencies impose
on State and local grantees. In addi-
tion, subawards and contracts to State
or local governments are not covered
by this part. However, this part applies
to subawards made by State and local
governments o organizations covered
by this part.

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

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

(1) Issuing and meintaining the guid-
znce in this part.

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

(3) Reviewing Federal agency regula-
tions implementing the guidance in
this part, as required by Executive
Order 12886.

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

1See 5 CPR 1310.9 for availabillty of OMB

circulars.

40

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

adeguase

ruidance in this part.
(dy Federal agency responsibilities. The

nead of sach Federal agency that
awards and administers grants and
agreements subject to the guidance in
this part is responsible for:

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

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

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

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

(e) Relutionship to previous issucnce.
The guidance in this part previously
was issued as OMB Circular A-110. Sub-
parts A through D of this part contain
the guidance that was in the attach-
ment to the OMB circular. Appendix A
to this part contains the guidance that
was in the appendix to the attachment.

f) Information Contact. Further infor-
mstion concerning this part may be ob-
tained by contacting the Office of Fed-
eral Financial Management, Office of
Management and Budget, Washington,
DC 20503, telephomne (202) 395-3993.

(g) Terminution Review Daie. This part
will have a policy review three years
from the date of issuance.

Subpart A—General

§215.1 Purpose.

This part establishes uniform admin-
istrative reguirements for Federal
grants and agreements awzarded fo in-
stitutions of higher education, hos-
pitals, and other non-profit organiza-
tions. Federal awarding agencies shall
not impose zdditional or inconsistent
reguirements, except as provided In

215.4, and §215.14 or unless specifically

T
- L -
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DOME Circulars and Guidance

rnguireC oy Federal
VE  OrGer

suatiule or
Non-proiit

e Siates are alsu sunject vo Suabe re-
UIrements

Definitions.

‘n) Accrued erpendiiures Irneans uhe
cnazrges incuarred Dy the rscipient dur-
g & given period requiring the provi-
sion of funds for:

i) Goods and other tangible propervy
received;

(25 Services periormet by emplovees,
convractors, subreciplents, and other
payzes; ang,

/3y Osher amounis becoming owed
under programs for which no current
- services or periormance is required.

(b) Accrued income means the sum of:

(1) Earnings during a given period
irom:

{1; Services performed by the recipi-
ent, and

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

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

(¢) Acguisition cost of eguipment means
ihe net invoice price of the eguipment,
inciluding the cost of modifications, at-
vechments, accessories, or auxiliary
&pparatus necessary Le make the prop-
sy usabie for the purpose for which it
was azcouired. Other charges, such &s
the cost of installation, transportation,
vezes, duty or protective in-transit in-
surance, siall be included or excluded
from the unit acguisition cost in ac-
sordance with the recipient’s regular
accounting practices.

(d)y Advunce meane a pavinent made
by Treasury check or other appropriate
payment mechanism o 2z recipient
upon its request either before outlizys
are made by the recipient or throungh
vhe use of predetermined payment
sthiedules. ]

(e) Award means financial zssistance
that provides support or stimulaTlon e
sccomplish & public purpose. Awards
wmclude grante and ovher agresments in
the form Of mOney Or property in lieu
of momney, by the Federal Government
¢ arn eligible recipient. The term does

not  include:  technical  assist
which provides services inst

a1y ind to individueals; and, contracuse

whnizh are reguired Lo De
zn@ alminisiered under
lawe and regulations.

(f) Lesh contribuiions mezns the re-
cipient’s cash outlay, including the
outlay of money contributed to the re-
cipient by third parties.

gy Closeoul means uthe DProcess by
which & Federal awarding agency de-
rermines that all applicable adminis-
trative actions and 21l reguired work of
the awardé have bzen completed by the
recipient and Federal awarding agency.

(hy Contraci mezns a procurement
contract under an award or subaward,
and a procursment subcontract under a
recipient’s or subrecipient’s contract.

(iy Cost sharing Or mMmalChing INESans
that portion of project or program
coS8ts not borne by the Federal Govern-
ment.

(3) Date oj compleiion means the date
on which all work under an award is
completed or the date on the award
dgocument, or any supplemsnt or
amendment thereto, on which Federal
sponsorship ends.

(k) Discliowed costs means those
charges %o an award that the Federal
awarding agency delermines LG De un-
allowabie, in accordance Witk the 2D-
plicablie Federal cost principles or
other terms and conditions contained
in the award.

(1) Eguipment means tangible non-
expendable personal property including
exempt property charged directly 1o
the award having a useful life of more
than one vear and an acguisivion cost
of $5,000 or more per unit. However.
consistent with recipient policy, lower
limite may be established.

(m) Ezcess properiy Imeans Dropervy
under the control of any Federal
awarding agency that, as debermined
by the head thereof, is no longer re-
quired {or its needs or the discharge of
ite responsivilities.

{n) Ezempt property means uangible
persomnal properyy acguired in whole or
i funds, where inhe

entered intc
procurenent

-



] Govermment An example of 2%
smpt property suthority i convained
i the Federal Grant and Coopersiive
Agreement Act (31 U.S.C. §306), for
property acquired under an award o
conduct bagic or applied research by &
non-profit institution of higher edu-
cation or non-profit organization
whose principal purpose is conducting
scientific research.

(0) Federal owarding agency means
the Federal agency that provides an
award to the recipient.

(p) Federal funds authorized means the
total amount of Federal funds obli-
gated by the Federal Government for
use by the recipient. This amount may
jinclude any authorized carryover of un-
obligated funds from prior funding pe-
riods when permitted by agency rsgula-
tions or agency implementing instruc-
tions.

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

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

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

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

(u) Outlays or ezpendilures means
charges made to the project or pro-
gram. They may be reported on 2 cash
or acerual basis. For reports prepared
on a cash basis, outlays are the sum of
cash disbursements for direct charges
for goods and services, the amount of
indirect expense charged, the value of
third party in-kind contributions ap-
plied and the amount of cash advances
and payments made to subrecipients.
For reports prepared on an accrual
basis, ouilays are the sum of cash dis-

2
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hursemenss for direct charges for goods
ané services, the amount of indirect ex-
pense incurred, the wvalue of i
consributions applied, and the net in-
crezse (or decresase) in She amounts
owed by the recipient for goods and
other property recejved, for servicas
periormed by employees, contractors,
subrecipients and other peyees and
other amounts becoming owed under
programs for which no current services
or performance are requirsd.

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

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

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

(y) Project costs means all allowable
costs, a5 set forth in the applicable
Federal cost principles, incurred by z
recipient and the value of the coniribu-
tions made by third parties in accom-
plishing the objectives of the award
during the project period.

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

(a2) Property means, unless otherwise

svated, real property, equipment, in-
sangible property and debt insfru-
mentvs.
ATTACHMENT .
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OIi/E Circuiars and Guidance
iy, Kew! properii IMeunE jant inciud-
g lend RProvermnents, SUReuures aud
ADDUTLELANGES cherelc, DRl exciudes
movabie machinery and egquipment.
toe; Keapieni meens i OTZaN1Zatlon

receiving [inancial assisvance Gureculy
{rom Federal szwarding agenciegs o
carry out & project or program. The

verm mceludes public and privale Insti-
tavions of nigher sducation, public and
private hospitals, and other guasi-pub-
li¢ ané private non-profiv organizations
such 2, bui not limited to, cormnmunity
action agencies, research instituues,
educational associztions, and health
cenvers. The term may include com-
mercial organizations, foreign or inver-
national organizations (such s agen-
cies of the United Nations) which are
recipients, subrecipiente, or contrac-
tore or subconiractors of recipients or
subrecipients at the discrevion of the
Federal awarding agency. The Uterm
does not nclude government-owned
contractor-operaved facilities or re-
centers providing continusd
{for mission-oriented, large-
or og ams that are governmenti-
rnrolled or are desi crna:ed

k und development
\;ulvs poth ba51
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peruec at umve.s tie coZ-
oune'f non-profit MSTITL-
search'’ is defined as 2 sys-
T uucy direcied towerd fuller
ientific knowledge or undersi and;ng
sne subject studied. “‘Development’’
ig the systematic use of knowledge and
understanding gained from research di-
rected toward the produnction of useful
materials. devices, sysiems, Or meub-
ods, including aesign and development
of prototypes and processes. The term
research also includes actuivities in-
vglving the training of individuals in
ressarch technigues where such activi-
ties utilize the same facilities as other
research znd development activities
an@ whnere such activities are not in-
cluded in the instruction function.
Smull cwaerds means & grant or
erevive agreement not excesding
small purchase threshold fixzed at
1.8.C. 403{11) (currently 825,000).
Subeward mezns an award of -
nancizl 2ssistence in the 4

(D e

{orm 0!

fAnN

(&)

e}

1

(!1

3
MIGHEY. U6 Preperly 1L o:iet Of Imoney,
made unde: 21, awart LY & recipiehi W
or eligible subrecipient or by & sub-
recipient Lo 4 lower iier subrecipient.
The verm includes fm nelal assisvance
wher provided by any legz! agreement,
ever if the agreement is czlied a con-

TaCl, Dut does not include procure-
ment of goods and services nor does it
incinde any form of zssistance which is
excluded from the definivion of
taward’ in §215.2(e).

(ggy Subrecipient means the legal enti-
vy tc which a subaward is made and
whnich is accountable o ihe recipient
{or the use of the funds provided. The
term mey include Ioreigm or intver-
national organizations {(such as agen-
cies of the United Kations) at the dis-
cretion of the Federal awarding agen-
cy.

{(hh; Supplies means
ervy exciuding equipment, intangible
property, and Gebt instruments as ge-
fined in tnis section, and inventions of
2 contractor conceived or first actually
reduced t0 practice in the periormance
of work under =z fundiﬂv agrpement
(“'subject invenvions’), as defined in 87
CFR part 401, “Rights to Inventions
Mezde by Nonprofit Organizations and
Smzll Business Firms Under Govern-
ment Granis, Coeniracis, ané Coopera-
Tive Agreements.’’

(i1} Suspension INEans an
Federal awarding agency that tempo-
rarily withdraws Federa! spomsorsh
under an award, pending corrective ac-
tion by the recipient or pending 2 dsci-
sion to terminate the award by the
Federal awarding agency. Suspension
of zn saweard is & separate action irom
suspension under Federa! 2gency regu-
lations implementing E.O. 12548 (51 FR

zll personal prop-

20Ti0n DY 2

8376, 3 CFR, 1986 Comp., p. 189 and E.O.
1268 (54 FR 34131, 3 CFR, 1088 Comp._ L.
235), “Debarment and Suspension.’

(JJ) Termination means the cancelia-
tion of Federal sponsorship, i whole or
in part, under an agreement al any
time prior vo the date of completion.

(k) Third purty in-kind contribulions
means the value of non-cask contribu-
tion° provided by non-Federal unird

ties. Third party in-kind coniribu-
tions may be in the {orm of real pror-
erty, eguipment. supplies and other &x-
penGable propsriy, 2nC the value of
goots ané services dirscily penefiting




§215.3

yuerivl?

specifically

and
project or program

1ty Unhguidated obligations, for finan-
cial reports prepared on & cash basis,
mesans She amount of obligations in-
curred by the recipient that have not
heen paid. For reports preparsd on an
accrued expenditure basis, they rep-
resent the amount of obligations in-
carred by the recipient for which an
outlay has not been recorded.

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

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

(00} Working capital advunce means 2
procedure whereby funds are advanced
to the recipient to cover its estimated
disbursement needs for 2 given initial
period.

§215.3 Effect on other issuances.

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

§2i5.4 Deviations.

The Office of Management a2nd Budg-
at (OMB) may grant exceptions for
classes of grants or recipients subject
to the requirements of this part when
exceptions are not prohibited by stat-
ute. However, in the interest of max-
imum uniformity, exceptions from the
requirements of this part shall be per-
mitted only in unusual circumstances.
Pederal awarding agencies may apply
more restrictive requirements to a
class of recipients when approved by
OMB. Federal awarding agencies may
apply less restrictive requirements
when awarding small awards, except
jor those requirernents which are stat-

Z CFR Ch. Il (1-1-0¢ Edition)

utory. BExcepsions on a. case-DY-Cuse
hesis mey &lso be made by
awarding agencies.

§215.5 Subawards.

Unless sections of this part specifi-
cally exclude subrecipients f{rom cov-
erage, the provisions of this part shall
be applied to subrecipients performing
work under awards if such subrecipi-
ents are institutions of higher edu-
cation, hospitals or other non-profit or-
ganizations. State and local govern-
ment subrecipients are subject to cthe
provisions of regulations implementing
the grants management common rule,
“Uniform  Administrative Require-
ments for rants and Cooperative
Agreements to State and Local Gov-
srnments,” published at 7 CFR parts
3015 and 3016, 10 CFR part 600, 13 CFR
part 143, 15 CFR part 24, 20 CFR part
437, 22 CFR pars 135, 24 CFR parts 44, 85,
111, 511, 570, 571, 575, 590, 850, 882, 805,
941, 968, 970, and 8990, 28 CFR. part 68, 29
CFR parts 97 and 1470, 32 CFR part 278,
34 CFR parts 74 and 80, 36 CFR part
1207, 38 CFR part 43, 40 CFR parts 30, 31,
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFR. parts 74, 92, 602, 1157, 1174, 1183,
1234, and 2015, and 48 CFR part 18.

[69 FR 26281, May 11, 2004, as amended at 70
FR 51880, Ang. 31, 2005]

Subpart B—Pre-Award
Requirements

§215.10 Purpose.

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

§215.11 Pre-award policies.

(2) Use of Grants and Coopersative
Agreements, and Contracts. In each in-
stance, the Federal awarding agency
shall decide on the appropriate award
instrument (i.e., grant, cooperative
agreement, or contract). The Federal
Grant and Cooperative Agreement Act
(31 U.S.C. 6301~08) governs the use of
grants, cooperative agreements and
contracts. A grant or cooperative
agreement shall be used only when the
principal purpose of a transaction is t0
ccomplish 2 public purpose of support
or stimulation authorized by Federal

ATTACHMENT . C/ .........
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OME Circulars and Guigance

cLaluLe. The Snawuuery criverion io ZEENCY regulationt impiementing £ 0w
CLOOSINE Detweel gTanvs anf COODErz- I954L and 1268Y, "'Debarmseni anc Sus-
tive agreemente 1s thatl 107 the :etier, Dpensior ' Under those regulations, cer-

Csubstansial involvement 15 &xDsCLEC
netween the executive agency and the
Syzte, losal government, Or OLher re-
cipient when carrying out the activity
contemplaied in the agreement.” Con-
1racts shall be used when the principal
purpose is acguisition of property or
services for the direct benefit or use of
the Federal Government.

(n) Public Notice and Priority Set-
ting. Federal awarding zgencies shall
notify the public of its intended fund-
ing priorities for discrevionary grant
programs, unless {unding priorities are
established by Federal statute.

£215.12 Forms for applying for Fed-
eral assistance.

(a) Federal awzrding agencies shall
comply with the applicable report
clezrance requirements of 5 CFR pari
1320, “Controlling Paperwork Burdens
on the Puplic,” with regard to all
forms used by the Federal awarding
zgency ip place of or as 2 supplement
to the Standard Form 424 (SF-424; se-
ries.

(b) Lppiicants shall use the SF-424
series or vhose forms and instructions
the Federal sawarding

(c; For Pederal programs coverst D¥
E.QO. 1237% “Intergovernmenial Keview
of Federal Programs,” (47 FR 30958, 2
CFR, 1982 Comp., p. 197) the applicant
shall complete the appropriate sections
of the SF-424 (Application for Federal
Lssistance) indicating whether the ap-
plication was subject to review by the
State Single Point of Contact (SPOC).
The name and address of the SPOC for
z particular State can be obtzined from
the Federal awearding agency or uhe
Cutalog of Federul Domestic Assistance.
The SPOC shall advise the applicant
whether the program {or which applica-
tion is made has beern seizcted by that
Sitate lor review.

{d} Federal awearding agencies that do
niot use the SF-424 form should mdi-
cate whether the applicatior is subject
oo review by The Suate under E.O. 12372,

§215.13

Federal awerding agerncies
cipienis shall comply with

Debarment and suspension.
and re-
Federal

tzin parties who are debarred, sus-
pendeld or otherwise exciuded may not
be participants or principals in Federal
zseistance awarde and subawards, and
in  certain contracis under those
zwards ané subawards.

{76 FE 51879, Aug. 31, 2005)

£215.14 Special award conditions.

If an applicant or recipient: has a his-
tory of poor periormance, is not finan-
clally stable, has & manzgement sys-
tem that does not meel the standards
prescribed in this part, has not con-
formed to the terms and conditions of
z previous award, or 18 not otherwise
responsible, Federal awarding agencies
may impose additional requirements zs
needed, provided that such applicant or
recipient is notified in writing as to:
the nature of the additional require-
ments., the rezason wihy the additional
requirements are being imposed, the
naiure of the corrective action needsd,
the fime 2llowed for compieting the
corrective actions, and the methoc {or
requesting reconsideration of the addi-
tiona] requirements imposed. Any spe-
cizl conditions shall be promptly re-
moved once the condivions thatl
prompied them beave been corrected.

£215.15 Metric
ment.

svstern of measure-

Tne Ietric Conversion AcCt, &8
amended by the Ommibus Trade and
Competitiveness Act (16 U.8.C. 205) de-
clares that the metric system is the
preferred measurement system for U.S.
trade and commerce. The Act reguires
sach Federal agency to establish a date
or dates in consultation with the Sec-
retary of Commerce, when the metric
system of measurement will be used in
the agency’s procurements. grants, and
other pusiness-relzied activitiss. Mst-
ric implementation may iake longer
where the use of the system is inivially
impractical or likely to cause signifi-
cant inefficiencies in the zccomplish-
ment of federaily-funded activities.
Federz) awarding agencies shall follow
the provisions of E.O. 12770, ''Mewric
Usage in Federal Government - Pro-
grams’ (56 FR 25801, & CFR, 1091 Comp.,
. 343).




§215.16

(€3]

$915.16 Resource Conservation and

Recovery Act.

Drnder the Act., any State agency or
zgency of a political subdivision of a
State which is using appropriated Fed-
eral funds must comply with section
5002. Section 6002 requires that pref-
erence be given in procurement pro-
grams t0 the purchase of specific prod-
ncts containing recycled materials
identified in guidelines developed by
the Environmental Protection Agency
{RPA) (40 CFR parts 247-254). Accord-
ingly, State and local institutions of
nigher education, hospitals, and non-
profit organizations that receive direct
TFederal awards or other Federal funds
shall give preference in their procure-
ment programs funded with Federal
funds to the purchase of recycled prod-
ucts pursuant to the EPA guidelines.

§215.17 Certifications and representa-
tions. )
Unless prohibited by statute or codi-
fied regulation, each Federal awarding
. agency is authorized and encouraged to
allow recipients to submit cerbifi-
cations and representations required
by statute, executive order, or regula-
tion on an annual basis, if the recipi-
ents have ongoing and continuing rela-
sionships with the agency. Annual cer-
sifications and representations shall be
signed by responsible officials with {the
authority to ensure recipients' compli-
anice with the pertinent requirements.

Subpart C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram managemernt,

Sections 215.21 through 215.28 pre-
scribe standards for financial manage-
ment systems,. methods for making
payments and rules for: satisfying cost
sharing and matching requirements,
accounting for program income, budget
revision approvals, making audits, de-
termining zllowability of cost, and es-
sablishing fund availability.

§9215.21 Standards for financial man-
ageruent systems.

(a) Federal awarding agencies shall
reguire recipients to relate financial

S

[@2)

2 CFR Ch. [I (1-1-06 Edition)

performance datz and develop
t information whnenever prac-

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

(1) Accurate, current and complete
disclosure of the financial results of
each federally-sponsored project or
program in accordance with the report-
ing requirements set forth in §215.52. If
a2 Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintains its records on
other than an accrual basis, che recipi-
ent shall not be reguired to establish
an accruzl accounting system. These
recipients may devslop such accrual
data for its reports on the basis of an
analysis of the documentation on hand.

(2) Records that identify adeguately
the source and application of funds for
federally-sponsored activities. These
records shzll contain information per-

taining to Federal awards, authoriza-

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

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

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

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

(6) Written procedures for deter-
mining the reasonableness, allocability
and allowability of costs in accordance
with the provisions of the applicable

ATTACHMENT .. (

PaceE .8 oF .30

PAGES




OIAB Circulars and Guidance

Federal COsU prinsipies anc uhe werme
=1:6 conditions of une award

7: Leoounting records including cost
accounTing records thal are supporied
by sourse AOCUMENLATION

.; Where the Federal Government
guaranbees or insures the repayment o5
money borrowed DY the recipient. tne
Federal awarding zgency, at its discre-
tion, may reguire =zdequate bonding
and insurznce if the bonding ané insur-
ance reguirements of the recipient are
not deemed adequate ¢ probtect the in-
terest of the Federzal Government.

(4) The Federal awarding agency may
require adequate fidelity pond coverage
where the recipient lacks sufficient
coverage to protect the Federal Gov-
ernmant’s interest.

(e; Where bonds are required in the
situations described above, the bonds
shall be obteined from companies holid-
ing certificates of anthority as accepi-
able surebies, as prescribed in 31 CFR
part 223, “Surety Companies Doing
Eusiness with the Uniteé States.”

§215.22 Payment.

(z) Payment metnods shall minimize
the time elapsing between the transier
of funds irom the United States Treas-
ury and the issuznce or redemption of
checks, warranus, or payment by other
means DY tThe recipients. Payment
methods of Stale agenciss or insiru-
mentalities shall be consistent with

reasury-State CMIA agreements Or
default procedures codified at 31 CFR
part 205,

(b) Becipients are ic be paid in ad-
vance, provided they maintzin or dem-
onstrabe ine willingness Lo maintain:

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

12) Finencial menagement systems
that meei the standards for fund con-
tro! and acconntability as esiaplished
in §215,21. Cash advances Lo a recipient
organization shall bpe limited to the
minimum amounts needed and Dbe
timed %0 De in accordance with the ac-
tuzl, immedizte cash requirementis of
tne recipient organization in carrying
out the purpose of the approved pro-
gram or project. The timing end
amoun 7 cash atvances shall be as

.
£ of
ciose &8 i a@minisuratively feasible o

§

[#2}

1£.22

]

the aiblua! G1Shursemente LY thé revip:-
entl orgamzation for Girect Lrogram o7
project costs and the properitlonate
share of any allowable Indirect COSLE.

1¢) Whenever possible, advances shall
pe consolidatved to cover anvticipaled
czsh needs for zl) awards made by the
Federal awarding agency o The recipi-
ent.

(1) £dvance paymenl mecnanisms in-
¢lude. but are not limited vo, Treasury
check and electronic funds transier.

(2} Advance payment mechanismes are
subject to 31 CFR part 205,

(3) Recipients shall be authorizedé to
submit requests for advances and reim-
bursements at least monithly when

glectronic fund transfers are not ussd.

(dj Reuuests for Treasury check zad-
vance paymeni shall De submitted on
SF-270, “Peguest for Advance or Reim-
pursement,’ or other forms as may be
authorized by OMBE. This form 1s not 1o
be used whern Treasury check advance
payments are made to the recipient
automatically through the use of a pre-
Getermined payment schedule or if pre-
clnded by special FPederal zwarding
agency instructions for elecuronic
funds transier.

{e) Reimbursement is the preferre
method when the reguirements :
§215.1%(p) cannot be met. Federal
swarding agencies may also use this

method on 2ny CONELTUCUIOL  4ETes-
ment, or if the meajor poruion of the

construction project is accomplished
through private market financing or
Federa) loans, and the Federal assist-
ance constitutes 2 minor portion of the
project.

(1) Woer the reimbursement method
is used, the Federal awarding agency
shzll make payment within 30 days
efter receipt of the billing, unless the
biliing is improper.

(2) Pecipients shall be authorized o
submit reguest for reimpursement at
least monthly when electronic funds
transiers are not used.

(f) If = recipient cannot meet the cri-
serie. for advance payments znd the
Federz] awarding agency has deter-
mined that reimbursement is not fea-
sible because the recipient lacke suffi-
cient working capitai, wne Fedsrzl
awarding agency may provide cash on z
working cazpital advance basis. Under
s prosedure. vhe Federzl awarding

ATTACHME!
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oy shall
H . L0 Zover
ment needs for an initial period gen-
eraily preured to che awardee's dis-
nursing cycle. Thereafter, the Federal
awarding agency shall reimburse the
reciplent for its actual cash disburse-
ments. The working capifal advance
method of payment shall not be used
for recipients unwilling or unable to
provide timely advances to their sub-
recipient to meet the subrecipient's ac-
tual cash disbursements.

(g) To the extent avallable, recipi-
ents shall disburse funds available from
repayments to and interest earned on a
revolving fund, program income, re-
bates, refands, contract setilements,
andit recoveries and interest earned on
such funds before requesting additional
cash payments.

{(h) Unless otherwise required by stas-
ute, Federal awarding agencies 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
2pply.

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

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

(1) Standards governing the use of
bhanks and other institutions as deposi-
vories of funds advanced under awards

re as follows. ’

(1) Bxcept for situations described in
paragraph (1)(2) of this section, Federal
awarding agencies shall not reguire
separate depository accounts for funds
provided to 2 recipient or establish any
eligibility reguirements for deposi-
tories for funds provided to a recipient.
However, recipients must be able to ac-
count for the receipt, obligation and
ezpenditure of funds.

48

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

(2, advances of Tadera) funds shali be
deposited and meaintained in insured
accounts whenever possible

(i) Consisvent with the national goal
of expanding the opportunities for
women-owned and minority-owned
business enterprises, recipients shall be
encouraged o use women-owned and
minority-owned banks (a bank which is
owned at least 50 percent by women or
minority group members). ’

(k) Recipients shall meaintain ad-
vances of Federal funds in intersst
bearing accounts, unless paragraphs
(k)(1), (2) or (3) of this section apply.

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

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

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

(1) For those entities where CMIA
and its implementing regulations at 31
CFR part 206 do not apply, interest
earned on Federal advances deposited
in interest bearing accounts shall be
remitted annually to Department of
Health and Human Services, Payment
Management System, Rockville, MD
20852. Interest amounts up o $250 per
vear may be retained by the recipient
for administrative expense. State uni-
versities and hospitals sheall comply
with CMIA, as it pertains to interest. If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tionary awards without prior written
approval from the Federal awarding
agency, it waives its right to recover
the interest under CMIA.

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

(1) SP-270, Reguest for Advance or
Reimbursement. Each Federal award-
ing agency shall adopt the SF-270 as a
standard form for all nonconstruction
programs when electronic funds trans-
fer or predetermined advance methods

_______ Lo
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are nol usel Tederal awarding agen-
cieS. AOWEVETr, DAVE Uhe OpLIon Of USIng
shig jorm for construetion Drograms il
1

Lew of the SF-271, “Outlay Report anc
Teguest for Reimbursement for Con-
syrucsion Frograms.”’

2 SF-271, Ouvlay Report and Re-
guesi for Reimbursement for Construc-
tior. Programes. Each Federal awarding
agency shall adopt the SF-271 as whe
standaré form to be used for reguesting
reimbursement for construction pro-
~rams. However, a Federal awarding
agency may substitute the SF-270
wher the Federzl awarding agency de-
rermines that it provides adequate in-
{ormetion to meet Federal nesds.

¥

£215.23 Cosi sharing or matching.

(z) 411 comoributions, including cash
and third party in-kind, shall be ac-
cepred as part of the recipient’s cost
sharing or mauching when such con-
tribution: meet 211 of the following cri-
werie.

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

(2) tre not included as contributions
{or any ovher iederally-assisted project
Or program.

(3) Are necessary znd reasonzble for
proper and efficient accomplishment of
r0jeCt or program owjsctives.

4y Are allowazble under the applica-
Die cost principles.

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

(6) are provided for in the approved
pudget when reguired by the Federal
zwarding agency.

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

(b) Unrecovered indirect costs may be
included as part of cost sharing or
metching only with the prior approval
of the Federa! awarding agency.

{¢) Values for recipient contributions
of services and property shall be estab-
lished ir accordence with the applica-
ble cost principles. 1f & Federal award-
ing agency authorizes reciplenie to do-
nzive buiidings or land {for construciion/
fneilities acquisition projecte or iong-
Lerm use, the vaiue of the donated
property for cost sharing oT melcning
snall be the iesser of paragraphe (¢)il}
or {2; of This section.

25

[

§2)

3 The ceroifieg value of The remain-
ing e of The PropeEruy recorded irn the
recipieny’s accouniing records at TTiE

nme of ¢oriation.

(2; The curremt ialr market value
However, wher there ig suificient jus-
Tification, the Federal awarding zgen-
¢y may approve the use of the current
{zir market valne of the donated prop-
erty, even if it exceeds the certified
vzlue al the time of donation to the
project.

(d) Volunteer services furnished by
professionzl znd technical personnel,
consuliants, ang oiner skilled and un-
skrilled labor may be counted as cOst
sharing or matcning if the service is an
integral znd necessary part of an ap-
proved project or program. Rates for
volunteer services shall be consisvent
with those paid for similar work in the
recipient's organizetion. In those in-
stances in which the reguired skills are
not found in the recipient organization,
rates snall be consistent with those
paid for similar work in the labor mar-
zet in which the recipient competes for
the kind of services involved. In either
case, paid fringe benefits that are rea-
sonable, allowable, and zllocable may
pe included in the valuation.

(e) When an employer other than ile
recipient furnishes tne services of an
employee, these services sball be val-
ued at the emplovee's regular rate of
pay (pius an amount of fringe benefits
thet are Teasonzble, allowable, and zl-
iocable, bui exclusive of overhead
costs), provided these services are in
the same skill for which the emploree
is normeally paid.

() Donated supplies may include
such items as expendable equipment,
office supplies,-iaboratory supplies or
workshop and classroom supplies.
"alune assessed to donated supplies in-
cluded in the cost sharing or matching
share snall be reasonzble and shall not
xceed the fair market value of the
ropersy at the time of the donation.
(g7 The method used for deterrnining
cost sharing or matching for donated
equipment, buildings and land for
whick title passes tc the recipient meay
differ ascording o the purpose of the
awerd, I paragraphs (g)(1) or (2j of this
section apply.

1) If the purpose of the award is to
=551, The recipient in the acgquisition

I
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§21
puildings or iand, ihe
the donaved Dropercy
cost sharing or

of eguipment.
wotel valve of
may be claimed as
matching.

{2y If the purpose of the award is (o
suppors: activities that require the use
of equipment, buildings or land, nor-
mally only depreciafion or use charges
for squipment and buildings may be
made. However, the full value of equip-
ment or other capital assets and fair
rental charges for Jand may be allowed,
provided that the Federal awarding
agency has approved the charges.

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

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

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

(3) The value of donated space shall
not exceed the fair rental value of com-
parable space 2§ established by an inde-
pendent appraisal of comparable space
and facilities in a privately-owned
huilding in the same locality.

(4) The vazlue of loaned equipment
shall nob exceed its fair rental value.

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

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

(ii) The basis for determining the
valuabtion for personal service, mate-
rial, eguipment, bulldings and land
shzll be documented.

§215.24 Program income.

(a) Federal awarding agencies shall
apply the standards set forth in this
section in requiring recipient organiza-
tions 30 account for program in¢ome

2 CFR Ch. Il (1-1-0¢ Edition)

rzlaved Lo projects financed in whole or
in part with I"ederal funds.

(b Except as provided in paragraph
(h) of this section, program income
earned during the project period shall
pe retained hy the recipient and, in ac-
cordance with Federal awarding agency
regulations or the terms and condi-
tions of the award, shall be used in one
or more of the ways listed in the fol-
lowing.

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

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

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

(c) When an agency authorizes the
disposition of program income as de-
scribed in paragraphs (b)(1) or (b)2) of
this section, program income in excess
of any limits stipulated shall be used in
accordance with paragraph (b)3) of
this section.

(d) In the event that the Federal
awarding agency does not specify in its
regulations or the terms and condi-
tions of the award how program incoms
is to be used, paragraph (b)(3) of this
section shall zpply automatically to
all projects or programs except re-
search. For awards that support re-
search, paragraph (b)(1) of this section
shall apply automatbically unless the
awarding agency indicates in the terms
and conditions another aliernative on
the award or the recipient is subject to
special award conditions, as indicated
in §215.14.

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

(f) If authorized by Federal awarding
agency regulations or the terms and
conditions of the award, costs incident
to the generation of program income
may be deducted from gross income to
determine program income, provided
these costs have not been charged to
the award.
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reguirements of the Pwv')ev‘m' Stanc-
ards {see (215 3C througl §24156.37;
{h; Unless Federal av-'azdmg Lgency

regulations or vhe verms anc condition
of the zwaré provide otherwise, recini-
ente shzll nave no obligation 1o the
Federal Government with respect o
program income earned Irom icense
fees and royaltisg for copyrighted ma-
terial. Dpatents, paivent applications,
trademarks, and inventions produced
under -an award. However, Patent and
Trademark cmendments (35 U.S.C. 18)
apply to inventions made under an ex-
perimental, developmental, or research
award.

£215.25 Revision of budget and pro-
gram plans.

(2} The budget plan is the financizl
expression of the project OI prograim &s
approved during the award Process. It
may include either the Federal and
nor-Federal share, or only the Federal
share, depending upon Federal award-
i ng agency requirements. It shall be re-
1ated to performance for program evai-
ustion purposes whenever appropriate.

(b} Recipients are required vo report
deviahtiong from budget andé program
plans, and reguest prior approvals for
budget and program pian Tevisions, in
accordance with this section.

{c; For nonconsirucuion awards, rs-
cipients snzll reguest prior approvals
{rom Federal awarding agencies {oT one
or more of the following program or
budget reiaied T2as50ns.

{1 Change in the scope or the objec-
wive of the project or program (even if
there is 1o associated budget revision
requiring prior writien approval).

{2, Cnange in & key person specified
i the application or awart document.

(3 The absence for more than three
montne, or a 25 percent reduction i
sime devobed 10 the project, by the &p-
proved project director or principal in-
vestigator.

(4) The need JOT aGdivional Federal
funding.

{53 The transier of amounts budgeted
{or indirsct costs to absork increases in
girect costs, or vice versz, if approval
ie requireé by the Federzal réing
Lgency.

LWE

6, Tne clusiorn. unless walvet by
the Federa! awardiDf agency, of Cosie
what require prior aDPprova: in ascord-

snce Wik any of the foliowmng, as
plicabie.

2 CFR part 220, “Cost
10* Bduomﬂ rial Institnoions ¢
cuizar £-2157

(ii; 2 CPR pary 230, 'Cost I
{for Nor: TJroﬁi Organizations (OME Cir-
cular £-1225"

(iii) 45 CFR part 74, Appendiz E.
“Principles {or Determining Costs AD-
plicable to Pesearch and Development
under Grants and Contracts with Hos-
pitals;” and

(iv) 48 CFR part 31, “'Contract Cost
Principles znd Procedures.””’

77 The transfer of funds allotted ior
training ellowances (Airect payment e
vrainees) to other cabegories of ex-
DeEnse.

(8) Unless descrived in the applice-
tion znd funded in the approved
awards, The subaward, transier or coxn-
tracting out of any work under amn
award. This provision does not apply o
the purchase of supplies, material,
equipment or general support services.

(d) No other prior approval reguire-
mente for specific items may be im-
posed unlsss & deviation has been &al-
proved by OMB.

{e) Except for reguirements listed in
paragrapns (¢)(1) and (c){4; of This sse-
tion, Federal awarding agencies are au-
thorized, at tneir option, to waive cost-
relzted and administrative prior writ-
ten approvals regquired by 2 CFR paris
220 znd 230 (OMB Circuiars £-21 and A-
122). Such wzivers may inclade author-
jzing recipients 1o do any one Or more
of the following.

(1) Incur pre-award cosivs 80 calendar
deys prior to award or more than 90
calendar days with the prior appr oval
of the Federal awarding agency. All
pre-award CoSLE &re incurred at the re-

cipient’s risk (i.e., the Federal award-
ing sgency is under nc obligation Lo Te-
imburse such costs if for any reason
the recipient does 1ot receive an award

if the award is less then anticipated
4nc- inzadeguate to cover suCh costs).

(2; Initizte a ong-time extension of
the expiretion date of vhe award of up
L0 1% monTns ani 888 OLE £ or more of the
{foliowing condiviorn For one-

al-

15 2Dply.
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§215.26

sime exLensicns. tne
nify the Federal awarding agency In
wriving with the supporiting reasons
and revised expiravion date at least il
days hefore the expiration date speci-
fied in the award. This one-time exten-
sion may not be egxercised merely for
the purpose of using unobligated bal-
ances.

(i} The terms and conditions of award
pronibit the extension.

(i1) The extension requires additional
Federal funds.

(it1) The extension involves any
change in the approved objectives or
scope of the project.

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

(4) For awards that support research,
unless the TFFederal awarding agency
provides otherwise in the award or in
the agency's regulations, the prior ap-
proval reguirements described in this
paragraph (e) are automatically waivad
(i.e., recipiénts need not obtain such
prior approvals) unless one of the con-
ditions included in paragraph (e)2} ap-
plies. .

(f) The Federal awarding agency
may. at its option, restrict the transfer
of funds among direct cost categories
or programs, functions and activities
for awards in which the Federal share
of the project exceeds $100,000 and Ghe
cumulative amount of such transiers
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
Federal appropriation or part thereof
to be used for purposes other than
those consistent with the original in-
tent of the appropriation.

(g) A1l other changes to nonconstruc-
tion budgets, except for the changes de-
scribed in paragraph (i) of this section,
do not require prior approval.

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

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

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

pIeny mush no-

reci
a7

w
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37 & revision is desired which
voives specific costs for which prior
written approval reguirementgs may be
imposed consistent with applicabie
OMB cost principles listed in §215.27.

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

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

(¥) For both construction and non-
construction awards, Federal awarding
agencies shall require recipients to no-
tify the Federal awarding agency in
writing promptly whenever the amount
of Federal authorized funds is expecied
to exceed the needs of the recipient for
the project period by more than 5000
or five percent of the Federal award,
whichever is greater. This notification
shall not be required if- an application
for additional funding is submitted for
a continuation award.

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

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

{63 PR 26281, May 1i, 2004, as amended at 70
FR 51880, Auvg. 31, 2005}

-

§215.26 Non-Federal audits.

(2) Recipients and subrecipients that
are institutions of higher education or
other non-profit organizations (includ-
ing hospitals) shall be subject to the
andit requirements contained in the
Single Audit Act Amendments of 1996
(31 U.S.C. 7501-7507) and revised OMB
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cAudive of  Susuet.

Lotal Governments, and Non-Frofun Or-

2Te and iocal governments shall
Le supject o the audit reguiremente
sontzined in the Single Audit Act
smendmente of 1896 (31 U.S.C. 750i-
7507 and revased OME Circular £-132,
© pudits of States, Liocal Governments,
and Non-Profit Organizations.”™

(¢c; For-profit hospitals not covered
by the audit provisions of revised OME
Circular A-133 shall be subject 1o the
zudit requirements of the Fsderal
swarding agencies.

(d) Commercial organizations shall
be subject to the audit reguirsments of
tne Federz) awarding agency or the
prime reecipient as incorporated into
whe award document.

{
o

§215.27 Allowable costs.

D-
For each kind of recipient, tnere is 2
set of Federal principles for dsuer-
mining allowable costs. Allowability of
costs shall be determined in accora-
znce with the cost principies applicable
to the entity incurring the coste. Tnus,
zilowability of costs incurred by Stzte,
local or {federally-recognized Indian
tribal governments is determined in
accordzuce with the provisions of 2
CFR. part 225, “Cost Principies for
Staie. Loeal. and Indian Tribal Govern-
ments (OME Circular A-87."" The allow-
zpility of costs incurred by nomn-profit
organizations is determined in accord-
znce with the provisions of 2 CFR part
230, “'Cost Principles for Non-Profit Or-
ganizations (OMPB Circular £-122)." The
2liowability of costs incurred by insti-
tutions of higher education is deter-
mined in accordaznce with the provi-
sions of 2 CFR part 220, “'Cost Prin-
ciples for ZEducational Institutions
{OWE Circular £-21)." The ailowability
of costs incurred by nospitals is deter-
mined in accordance with the provi-
sions of Appendix E of 45 CFR part 74,
“Principies ior Determining Costs Ap-
plicable to Research znd Development
Under Grants ancé Contracts with Hos-
pitals.’” The allowability of cosus 1b-
curred by commercial crganizations
and Those non-profit organizations list-
3 Ltiachment C to Circular A-122 is

Getvermined in accordance with the pro-

[7]

isions of e Fedsre: Acyn
1z  {FAL; at 48 CTFR part

170 PR 518BC, £ug 31, 2000]

£215.28 Period of availability of funds.

Where z funding perio€ it specified, &
recipient may charge to the grant only
zllowable costs resuiting Ifrorm obliga-
tions incurred during the funding pe-
riod and any pre-award cosis anthor-
ized by thne Federal awarding agency.

£215.29 Conditional exemptions.

{z) OME authorizes condizional ex-
emption from OME administrative re-
guiremenis znd cost principles circu-
lars for cervain Federa! programs with
statutorily-anthorized consolidated
planning and consolidated administra-
tive funding, thzi are idertified by 2
Federal agency znd approved Dy the
head of the Executive department or
estaplishment. £ Federal agency shall
consult with OMPE during its consider-
ation of whether to grant such zp ex-
emnption.

(b) To promote efficiency in State
and locazl Dprogram administration,
when Federal mnon-entitlement pro-
grame with common purposes have spe-
cific vatuborily-antnorized consoli-
dated planning and consolidated ad-
ministrative funding and where most of

the Siate agency’'s Tesourses CDIne
irom non-Fedsral sources, Federal
agenciszs may exempt these covered

Stabe-administered, non-entitlement
grant programs irom certain OME
grants manazgement requirements. The
exempiions wounld be from:

(1) The reguirements in 2 CFR part
225, “*Cost Principles for State, Local,
and Indian Tribal Governments (OME
Circular A-87)" other than the
allocability of coste provisions that are
conteined in subseciion C.3 of Appendix
4 L0 thal part,

(2) The reguirements in 2 CFR part
220, “'Cost Principles {for Educatsional
Instisutions (OME Circular A-21)7
other ther the allocability of coste pro-
visions that are contained in paragrapn
C.4in seetion C of the Appendiz Lo that
pari:

3) The reguiremsnis in 2
230, “'Tost Principies for Non

ganizasions (OME Circular  A-122)7
o s
o H —

| ~1

I

D ocerc




oither Shan vhe allocabiliy ZOSLE Pro-
cisions ochat are in paragrapnh A4 n
secuion £ of Appendix A to thal pary;

14y The administrative reguirements
provisions of part 215 (OME Circular A-
110, “Uniform Administrative Require-
ments for Grants and Agreements with
Institutions of Higher Education, Hos-
pitals, and Other Won-Profit Organiza-
tions,"), and

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

(¢) When a Federal agency provides
this flexibility. as a prerequisite to a
State's exercising this option, a State
must adopt its own written fiscal and
administrative requirements for ex-
pending and accounting for all funds,
which are consistent with the provi-
sions of 2 CFR part 225 “Cost Prin-
ciples for State, Local, and Indian
mrihal Governments (OMB Circular A-
87} and extend such policies to all sub-
recipients. These fiscal and 2dministra-
tive requirements must be sufficiently
specific to ensure that: funds are used
in compliance with all applicable Fed-
eral stabutory and regulatory provi-
sions, costs are reasonable and nec-
essary for operating these programs,
and funds are not be used for gensral
expenses required to carry out other
responsibilities of a State or its sub-
recipients.

(68 FR 26281, May 11, 2004, 2s amended at 70
FR 51881, Aug. 31, 2005]

PROPERTY STANDARDS

$215.30 Purpose of property stand-
ards.

Sections 215.31 through 215.37 set
forth uniform standards governing
management and disposition of Dprop-
erty furnished by the Federal Govern-
ment whose cost was charged to a
project svpporved by a Federal award.
Federal awarding agencies shall re-
guire recipients to observe these stand-
ards under awards and shall not impose
additional reguirements, unless specifi-
cally reguired by Federal suatute. The
recipient may use its own propervy
management standards and procedures
provided it observes the provisions of
§215.31 through §215.37.

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

£215.31

Recipients shell, at a minimum. pro-
vide the equivaient msurance uoverage
for real property and equipment ac-
guired with Federal funds as provided
to property owned by the recipient
Federally-owned property need not be
insured unless required by the terms
and conditions of the award.

Insurance coverage.

§215.32 Real property.

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

(a) Title to real property shall vest in
the recipient subject to the condition
that the recipient shall use the real
property for the authorized purpose of
the project 2s long as it is needed and
shall not encumber the property with-
out approval of the Federal awarding
agency.

(b) The recipient shall obfain written
approval by the Federal awarding agen-
¢y for the use of real property in other
federally-sponsored 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
{federally-sponsored projects (i.e.,
awards) or programs that heve pur-
poses consistent with those authorized
for support by the Federal awarding
agency.

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

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

ATTACHMENT .. &
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‘2, The recipient may be direciel WO
seil pne propercy under guidelines Dro-
vided by the Federa) awarding agency
and pzy the Pederal Government ior
tnat percenuzge of the current faiwr
mariet valle of the properiy awiriv-

vable 16 one Federal parilcipatiorl: in
the project {after deducting acwual and
rezsonable selling and fix-up expenses,
it zny, irom the sales procesds;. When
the recipient is authorized or reguired
to sell the property, proper sales proce-
dures shall be established tnhat provide
for competition to the extent prac-
vicable and result in the highest pos-
sible return.

(3) The recipient may be directed to
trzansfer witle to the propervy uc the
Federal Government or to an eligible
third party provided that, In such
zases, the recipient shall be entitled 1o
compensation for its attributable per-
centage of the current fzir markeu
value of the property.

o 5

§215.33 Federally-owned and ezempt
property.

(a) Federally-owned property. {1) Title
vo federally-owned property remains
vested in the Federal Government. Re-
cipiente shall submit annually an in-
ventory listing of {ederally-owned
property in their custody to the Fed-
erz] awerding agency. Upon completion
of the awarf or when the property 1 no
jonger needed, the recipient shall re-
port the property o the Federal awarg-
ing agency for further Federal agency
usilization.

(2) If the Federal awarding agency
nzs no further need {or the property, it
shall be declared excess and reporied 1o
whe Geueral Services Administration,
unless the Federal awarding agency
nhas statutory anthority to dispose of
the property by alternative methods
(¢.0., the authority provided by the
Federal Technology Transfer Act (10
U.8.C. b (I)) to donate research
equipment te educational and non-prof-
it organizaetions in accordance with

- E.0. 12821, “Improving Mathemetics
and Science Education in Support of
tne Netional Education Goals™ (87 FR
54285, 3 CFR, 1892 Comp., p. 222)). L£p-

propriate instructicns shell be issued
wo the recipient by the Federal awarc-
ing agency

w

_given

PR

s

215.34

(4
w

N

(L; Exemp: properiy Wnen
authority existe. the Federal awarding
zgency hag The option o vest Title oo
properiy acguired with Federal funde
in the recipient without furcher oobliga-
tion wo the Federal Government angd
under conditions the Federa! awearding
agency considers appropriate. Such
property is "exempt properwy.’ Should
2 Federal awarding agency not estal-
lish conditions, titie t¢ exempt prop-
erty upon acguisition shall vest in the
recipient without {urther obligation to
ihe FPederal Government.

§215.34  Equipment.

(a) Title to equipment acguired by a
recipient with Federal funds shali vest
in the recipient, subiect to conditions
of this section.

(b) The recipient shall not use equip-
ment acouired with Federal funds to
provide services to non-Federal ouuside
organizations for & fee that is less than
private companies charge for eguiva-
lent services, unless specifically zau-
thorized by Federal stetute, for as long
2t the Federal Government rsiaing an
interest ip the equipment.

t¢) The recipient shall use the equip-
ment in the project or program for
rhich it was acguired as long as need-
ed, whether or not the project or pro-
gram continues t¢ be supporied by Fed-
erzl funds and shall not encumber the
propervy without approval of ihie Fec-
era] awarding agency. Whep no longer
needed for the original project or pro-
gram, the recipient shall use the eguip-
ment in connection with its other fed-
eralliy-sponsored activities, in the fol-
lowing order of priority:

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

12) Activities sponsored by other Fed-
eral awarding agencies.

¢dy During the time thal eyuipment
ig used on the project or program for
which it was acguired, the recipient
shall make it avaiiable {or use on other
projects or programs if such other use
will not interfere with the work on the
project or program for which the sguip-
ment was originaliy acquired. PFirst
preference for such other use shall be
LC other projects of pPrograme

the Federal awarding
financed e equipmment;

sponsored by
agency thati

sLaLuLory’
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1

w

seeond  preference shell be given 0
nrojects or programs spensored Dy
nther Federal awarding agencies. If she
equipment is owned by &he TFaderal
Government, use on other acuivities
not sponsored by the Federal Govern-
ment shall be permissible if authorized
by the Federal awarding agency. User
charges shall be treated as program in-
come.

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

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

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

i) A description of the equipment.

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

(ii1) Source of the equipment, includ-
ing the award number.

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

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

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

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

(viii) Unit acguisition cost.

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

(2) Bquipment owned by the Federal
Government shall be identified o indi-
cate Federal ownership.

(3) A physical inventory of equipment
shall be taken and the results rec-
onciled with the equipment records ab
jeast once every two years, Any dif-

w

2 CFR Ch. Il (1-1-0¢ Editfion)

wces  benween  guanuivies  deter-
mined by the physical inspection and
chose shown in the accounting records
shall be investigated to determine the
causes of the difference. The recipient
shall, in connection with the inven-
tory, verify the existence, current uti-
lization, and continued need for the
equipment.

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

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

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

(g) When the recipient no longer
neaeds the equipment, the equipment
may be used for other activities in ac-
cordance with the following standards.
For equipment with a current per unit
feir market value of $5000 or more, the
récipient may retain the equipment for
other uses provided that compensation
is made to the original Federal award-
ing agency or its successor. The
amount of compensation shall be com-
puted by applying the percentage of
Federal participation in the cost of the
original project or program to the cur-
rent fair market valve of the equip-
ment. If the recipient has no need for
the equiprnent, the recipient shall re-
guest disposition instructions from the
Federal awarding agency. The Federal
awerding agency shall determine
whether the equipment can be used to
meet the agency’s requirements. I no
requirement exists within that agency,
the availability of%he equipment shall
be reported to the General Services Ad-
ministration by the Federal awarding
agency to determine whether a require-
ment for the equipment exists in other
Federal agencies. The Federal award-
ing agency shall issue instructions to
the recipient no later than 120 calendar

ferances

T
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rn

deys alver she racl r'e:=*" reguest enc
the jollowing procequres shzll govern.

{1y If s0 instrucled or if digposition
instructions are not issued within 1206
salendar asys after the recipient’s re-
guest, the recipient shall seli the
egguipment and reimburse the Federal
swarding agency an amount computed
Dy applying to the sales proceeds the
percentage of Federal participation in
-he cost of the original project or pro-
gram. Howsver, the recipient shall be
permitted to deduct and retain Irom
the Federal share 500 or ten percent of
the procesds, whichever is lesg, for the
recipient’s selling and handling ex-
penses.

{2y If the recipient is instructed 1o
ship the equipment elsewhere, the re-
cipient shall be reimbursed by the Fed-
erz) Government by an amouni which
is computed by applying the percent-
age of the recipient’s participation in
+ne cost of the original project or pro-
gram to the current fair market value
of the eguipment, plus any reasonable
shipping or interim storage costs in-
curred.

(3) If the recipient is imstrncied %o
otherwise dispose of the equipment, the
recipient shzll be reimbursed by the
Federal awarding agency for such costs
incurre¢ in its disposition.

{4) Tne Federal awarding agency may
reserve the right to trznsfer the Title
%0 the Federal Governmenti or o &
third party named by the Federal Gov-
ernment when such third party is cth-
erwise eligible under exisiing statutes.

Such transier shall be subject to the
foliowing standards.
(i) Thne equipment snzll be appro-

priately identified in the award or oth-
erwise made known Lo the recipient in
writing.

(i1) The Federal swarding sagency
chzll issue disposition instructions
within 120 calendar days after receipt
of 2 final inventory. The final inven-
sory shall list zll equiprnent acquired
with grant funds and {ederzlly-owned
equipment. I the Federal awarding
agency izils to issue disposition in-
structions within the 120 calendar day

period, the recipient shall apply the
standards of this sectvion, as appro-
priave.

(1) When the TFederal awarding
AgenCy exercises it right 1o take Tivie

§215.5¢
LE EQLRIPILEIN 8N
provigions oy 1
ment.
¢215.35 Supplies and other expend-
able property.
(z; Title 1c supplise and other ex-

pendable property ghell vest in the re-
cipient npon acguisition. If there it a
residual invertvory of unused supplies
exceeding $5000 in twotal aggregate
value npon terminatior or completion
of the project or program aznd the sup-
plies are not needef for zny other fed-
erally-sponsored project or program,
the recipient shall retain the supplies
{for use on non-Federzl sponsored atc-
tivities or sell them, but shzll, in ei-
ther case, compenszate the Federzal Gov-
ernment for its share. The amount o
compensation shall be computed in the
samne manner as ior equipment.

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

$215.36 Intangible property.

(a) The recipient may COpyright
work tnat is subject t¢ copyright an
was Geveloped, or ior which ownersnmip
was purchased, under an award. Ths
Federal awarding agency(ies) reserve a
royalvy-free, nomezclusive and irrev-
oczble right to reproduge, publish, or
otherwise use the work {or Federal pur-
posesg, and to authorize others to do sc.

(b) Recipients are subject t¢ applica-
ble regulations governing patents and
inventions, including government-wide
regulations issued by the Department
of Commerce at 37 CPR part 401,
“Rights to Inventions Made Dy Non-
profit Organizations angd Small Busi-
ness Firms Under Government Grante

Contracts znd Cooperabive  Agreg-
mente.”

(¢) The Federal Government has the
right to:

(1: Obizin, reproguce, publist or oth-
erwise use the daie first Dproduced

nnger an award.

ATTACHMENT
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‘2 suthorize others oo receive, repro-
duce, publish, or otherwise usez such
dzbe for Federal purposses

idy (1: In addition, in ra2sponse L0 &
Fraasdom of Information Act {FOIA) re-
auest for research dabta relating vo pub-
lished rescarch findings produced under
an award that was used by the Federal
Sovernment in developing an agency
action that has the force and effsct of
law, the Federal awarding agency shall
request. and the recipient shall pro-
vide, within a reasonable time, the re-
search data so that they can be made
available to the public through the pro-
cedurss established under the FOIA. If
the Federal awarding agency obtains
the research data solely in response to
a F'OIA request, the agency may charge
the requester a reasonable fee equaling
the full incremental cost of obtaining
the research data. This fee should re-
flect costs incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This {ee is in addition to any fees
the agency may assess under the FOIA
(5 U.8.C. 552(a)(4)(A)N.

(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
riecessary to validate research findings,
but not any of the following: Prelimi-
nary analyses, drafts of scientific pa-
pers, plans for future research, peer re-
views, or communications with col-
leagues. This “recorded’ material ex-
cludes physical objects (e.g., laboratory
samples). Research data also do not in-
clude:

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

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

(i1) Published is defined as either
when:
(£} Research findings are published

in a peer-reviewed scientific or tech-
nical journal; or

o

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

*aderz! agency publicly and of-
cites the research findings in
that has

ficizlly
support of an agency aciion
the force and effect of law.

7111 Used by the Federal Government
in developing an agency action that
has the force and effect of law is de-
fined as when an agency publicly and
officially cites the research findings in
support of an agency action that has
the force and effect of law.

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

{69 FR 28281, May 11, 2004, as amended at 70
FR 51881, Aug. 31, 2005}

§215.37 Property trust relationship.

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

PROCUREMENT STANDARDS

§215.40 Purpose of

standards.

Sections 215.41 through 21548 seti
forth standards for use by recipients in
establishing procedures for the pro-
curement of supplies and other expend-
able property, equipment, real property
and other services with Federal funds.
These standards are furnished to en-
sure that such materials and services
are obtained in an effective manner
and in compliance with the provisions

procurement
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¢! applicebie Federal siatules anG ex-
soupive orders WNo addivional procure-
meni standards or reguirements snall
Le wunposed Dy the Federal awarding
agencles UpOD Trecipients, unless sgpe-
cifieally reguired by Federal statuie or
exesutive order or anprovesd by OME.

£ 21541

The stantaris contained in this sec-
tion do not relieve the recipient of the
contractual responsibilities arising
under its contract{s). The recipisnt is
the responsible authority, without re-
conrse to the Federal awarding agency,
regarding the settlement and satisfac-
=ion of all contractual and administra-
+ive issues arising out of procuremenis
entered into in support of an awarg or
other zgreement. This includes 4dis-
puies, claims, protests of award, source
svaination or other matuers of 2 con-
wractual nature. Matiters concerning
violation of statute are to be referred
1o such Federal, Stebe or local author-
ity a8 may have proper jurisdiction.

Recipient responsibilities.

§215.42 Codes of condnect.

The recipient shall maintain writien
stendards of conduct governing the
performance of its employees engaged
in the award and administration of
contracts. No employse, officer, or
agent shali participate in the seleciion,
award, or aiministration of & contract
supporveé by Federal funde if & real or
apparent conflict of interest would be
invoived. Such 2 conflict would arise
when the employee, officer, or agent,
zny member of his or her immediate
{family, nis or her pariner, Or aL OIga-
nization which employs or is about to
employ any of the parties indicated
herein, has a financizl or other interest
it the firm selected for an award. The
officers, employees, ané agents of the
recipient snzll neither solicit nor ac-
cept gratuities, favorg, or anything of
monesary value {rom contraciors, or
arties Lo subagreements. However, re-
ipients meay set stendards for situz-
jone in which the financial interest is
. substantial or the gift is an unso-
iterr of mominal value. The
siendards of conduct shell provide ior
disciplinary actions to be applied for

riolavions of such standards by offi-
cers, ermnDiovees, or &genis of the re-
cipient.

el

o
()
I
I
I~

§815.43

£1} prozuremen. YaNsactions shail
be conducieé in & Mmanner L0 DToViGe.
LG the maylmuln €XLent pracoical, opsn
znd Irese competition. The recipient
shzll be alert to organizational con-
flicte of interest as well as noncomDet:-
cive practices among coniractors thal
may restrict or eliminzte competition
or otherwise restrzin trade. In order o
ensure objective coniractor perform:-
ance and eliminate unfair competvitive
advantage, contractors that develop or
draft  specifications, requirements.
statements of work, invitations for
bids andjor requests for proposals shzll
be excluded from competing ior such
procurements. Awards shall be made &
the bidder or ofieror whose bid or oifer
is responsive 1o The solicitetion and is
most azdvaniageous to the rscipient,
price, gualicy and other facvors consid-
ered. Solicitations shall ciearly set
forth all reguirements that the bidder
or offeror shall fnifill in order for the
bid or offer to be svaluated by Thoe re-
cipient. £ny and all bids or offers mey
e rejected when it is in the recipient’s
interest tc dc 50.

Competition.

£215.44 Procurement procedures.

() A1) recipients shall establish writ-
ten procurement procedures. These
procedurss shall provide ior, at a min-
imum, that paragrapbs {&)(1), (2) ant
(33 of this sectior apply.

(1) Recipients a2void purchasing un-
necessary items.

(2) Where appropriate, an analysis is
made of lease =znd purchase alter-
natives %o Aetermine whick would be
the most economical and practical pro-
curement for the Federal Government.

(3) Solicitations for goods and serv-
ices provide for 21l of the following.

(i) £ clear and accurate description
of the tecnmical requirements for the
material, product or service Lo be pro-
cured. In competitive procurements,
such a description shall not conuain
festures which unduly restrict com-
petition.

(i1) Reguirements which the bidder/
offeror must fwifill and all other {ac-
Lors Lo be used in evaluating bide or
proposals.

(iii} A& description, whenever prac-
icable, of fechmical reguiremenis in
erms of funciions ¢ be performed or

u
u
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§2z15.45
performance  reguired, nctading the
range of acceptabie characieristics or

minmimum acceptable standards.

‘iwvy The specific features of “prand
name or egual’ descriptions that bid-
ders are required to meet when such
itemns are included in the solicitation.

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

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

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

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

(2) Make information on forthcoming
opportunities available and arrange
time frames for purchases and coD-
tracts 4o encourage and facilitate par-
ticipation by small businesses, minor-
ity-owned firms, and women's business
enterprises.

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

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

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

(5) Use the services and assistance, as
appropriate, of such organizations as
the Smizll Business Administration and
the Department of Commerce's Minor-
ity Business Development Agency in
the solicitation and utilization of
small businesses, minority-owned [irms
and women's business enterprises.

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

80

2CFRC

h. 11 (1-1-06 Edifion)

1
ou

propriate for the particular procure-
ment and for promouing the best inter-
est of the program or projact involvad.
The “wost-plus-a-percentage-of-cost’
or ‘‘percentage of construction cost”
mebthods of contracting shall not be
used.

{d) Contracts shall be made only wit
responsible contractors who pOsSsess
the potential ability to perform suc-
cessfully under the terms and condi-
vions of the proposed procursment.
Consideration shall be given to such
matters as contractor integrity, record
of past performance, financial and
technical resources or accessibility to
other necessary resources. In certain
circumstances, contracts with certain
parties are restricted by agencies' im-
plementation of E.O.s 12549 and 12689,
“"Debarment and Suspension.”

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

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

(2) The procurement is expected to
exceed the small purchese threshold
fixed abt 41 U.S.C. 403 (11) (currently
$25,000) and is to be awarded without
competition or only one bid or oifer is
received in response to a solicitation.

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

(4) The proposed award over the
small purchase threshold is to De
awarded to other than the apparent
ljow bidder under 2 sealed bid procure-
ment.

(5) A proposed confract modificaetion
changes the scope of 2 conbract or in-
creases the contract amount by more
than the amount of the small purchase
threshold.

§215.45 Cost and pric.e analysis.

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

ATTACHMENT
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w

very procurement actior: Frice alias-
vsie may be accomplisped I various
wzye, insiuding the comparison of
price guolabions submitied, rmarket
prices and similar indicia, vogecher
with discounts Cost anziysis is the re-
view znd evaluation of each element of
cost  ©o determine reasonableness,
allocability and allowapility.

t 21546 Procurement records.

Procurement records and files for
purchases in excess of the small pur-
chase threshold shall incilude the foi-
lowing at & minimum:

(a) Basic for coniractor selection;

() Justification for lack of competi-
Tion when competitive bids or oifers
are not obiained; and

(c) Basis for awarg cost or price.

£215.47 Contract administration.

A systemn {or contract administration
‘shzll be meaintained to ensure con-
tractor conformance with the terms,
conditions and specifications of the
contract and to ensure adeguate and
timely follow up of all purchases. Re-
cipients shall evaluate contractor per-
{formance and document, &8 appro-
priate, whether contractors have met
the terms, conditions and specifica-

ions of the contract.

§£215.48

The recipient shall include, in addi-
tiop t¢ provisions to define a souné and
complete agreement, the following pro-
visions in all contracts. The following
provisions shzall aiso be applied vo sub-
contracts.

(a) Contracts in excess of the small
purchass threshold shall coniain con-
tractual provisions or conditions that
allow for administrative, contractual,
or iegal remedies in instances in which
2 contractor violates or breaches the
contract terms. and provide for such

Contract provisions.

raemedial actions as may be &appro-
priate.
(by A1l contracts in excess of the

smzll purchase threshold shzll contain
snitable provisions for terminztion by
the recipient, including the manner by
which terminabtion shall be effected
and the basis for settlement. In addi-
tion, such contracte shall describe con-
gitions under wnich the contraci may
be Lerminated for defzult as well as

(o))

it

§218.4¢

conditions wnere the Coniraci may e
verminaied because of circumsiances
peyond the control of the contracuior.

(¢) Hxcepl asg otherwise required by
staluve, an award that reguires the
sontracting (or subconiraciing) for
construction or {acility improvements
shall provide {or the recipient vo follow
ite own reguirementis relating vo bid
grerantees, veriormance bonds, and
peyment bonds unless the constructiorn
contract or subcontract exceeds
$106,000. For those contracts or sub-
coniracts exceeding §100,000, the Fed-
eral zwarding agency may accept the
bonding policy and reguirements of the
recipient, provided the Federal award-
ing agency has made a determinzticn
that the Federal Government’s interest
i adeguately provected. If such 2 de-
termination has not been made, the
minimum requirements shall be as {ol-
lows. ‘

(1y A bid guzrantee from sach bpidder
eguivalent to five percent of the bid
price. The “bid guarantee’ shall comn-
sist of & firm commitment such as &
bpid pond, certified check, or other ne-
gotizble insirument accompanying 2
bid a5 assurance that the bidder shall
npon acceptance of his bid, execuue
such contractual documents 25 may De
reguired within the time specified.

(2) £ periormance bond on the part of
tne contracior for 100 percenti of T
contract price. £ “‘periormance bomd’’
is one executed in conmection with a
contract to secure fulfillrment of all the
contractor's obligations under such
contract.

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

{4) Where bonds are reguired in the
sivuations described nerein, the bonds
snzl] be obiained from companies hold-
ing certificates of aufhority ag accept-
able sureties pursuant to 31 CFR part
223, "'Surevy Companies Doing Business
with the United States.”

(d; £1! negotiated contracis (EXCept
those ior iess than the small purchase
tnresnold) awarded by recipients shall
inciuGe & provision 1o the efisct that

: ]
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§21
che recipient, she TFederal zwarding
zzency, the Compurolier General of the
United States, or any of their duly au-
thorized representatives, shall have ac-
sess Lo any boolks, documents, papers
and records of the contractor which are
directly pertinent to a specific pro-
eram for the purpose of maling audits,

ot

eyaminations, excerpts and tran-
scriptions.
(e) All contracts, including small

purchases, awarded by recipients and
thelr contractors shall contain the pro-
curement provisions of appendix A to
this part, as applicable.

REPORTS AND RECORDS

of reports and

§215.50 Purpose
records.

Sections 215.51 through 215.53 set
forth the procedures for monitoring
and reporting on the recipient’s finan-
cizl and program performance and the
necessary standard reporting forms.
They also set forth record retention re-
guirements.

§215.51 Monitoring and reporting pro-
gram performance.

(a) Recipients are responsible for
managing and monitoring sach project,
program, subaward, function or activ-
ity supported by the award. Recipients
shall monitor subawards to ensure sub-
recipients have met the audit require-
ments as delineated in §215.26.

(b) The Federal awarding agency
shzll prescribe the f{requency *with
which the performance reports shall be
submitted. Except as provided in
§215.51(f), performance reports shall
not be regquired more frequently than
quarterly or, less frequently than an-
nuzlly. Annual reports shall be due 90
calendar days after the grant year;
quarterly or semi-annual reports shall
be due 30 days after the reporuing pe-
riod. The Federal awarding agency may
require annual reports before the anni-
versary dates of multiple year awards
in lieu of these requirements. The final
performance reports are due 90 cal-
endar days after the expiration or ter-
mination of the award.

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

62
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¢d; Whnen reguired, performance re-
ports shall generally contain, for each
award, prief informatior on each of vhe
{following.

1) A comparison of aciual acctom-
plishments with the goals and objec-
sives established for the period, the
findings of the investigator, or both.
Whenever appropriate and the output
of programs Or projects can be readily
guantified, such guantitative dz.ta
should be related to cost data for com-
putation of unit costs.

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

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

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

(f) Recipients shall imrnediately no-
tify the Federal awarding agency of de-
velopments that have a significant im-
pact on the award-supported activities.
Also, notification shall be given in the
case of problems, delays, or adverse
conditions which 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 needed
to resolve the situation.

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

(h) Federal awarding agencies shell
comply wibth clearance requirements of
5 CFR part 1320 when requesting per-
formance data from recipients.

§215.52 Financial reporting.

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

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

(1) Fach Federal awarding agency
shall require recipients to use the SF-
269 or SFP-2694A to report the status of
funds for 2l! nonconstruction projecis
or programs. A Federal awarding agen-
cy may, however, nave the option of
not requiring the SF-269 or SF-269A
when the SF-270, Request for Advance
or Reimbursement, or SF-272, Report
of Federal Cash Transactions, is deter-
mined to provide adeguate information

ATTACHMENT
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LG oThERL 3LE needs, sxcent thal e 1t
SF-26¢ 01 SF-2694 snali be requiret at
tne completion OF The project when the

wn

SF-270 is use€ only {or advances.

iy Tne TFederal awarding agency
shall prescribe whether the report snall
be on & Cash or accrual basis. 1 the
Federa! zwarding agency reguires ac-
crua) information ané the recipisnt’s
wCeoRnTIng records are nNot normally
rept on the accruzl Dasis, the recipient
snall not be reguired to convert iis ac-
sounting system, but shzll develop
such accrual informeation through best
=stimaies based on an analysis of the
documentation on hand.

(iii) The Federal awarding agency
snzll devermine the freguency of the
Financial Status PReport for each
project or program, considering the
size and complexity of the particular
project or program. However, the re-
port snzll not be required@ more fre-

guently than guarterly or less ire-
guently than annually. 4 final report

ghzll be reguired at the compietion of
the zgreement.

(iv) The Federal awarding =agency
snall require recipients to submit the
SF-268 or SF-2694 (an original and no
more tnan twe copies) no later than 30
days after the end of each specified re-
porting period for quarterly and semi-
annual reports, and 90 calendar cays
{or annua! znd final reports. Hxten-
sions of reporting due daies may be al-
proved by the Federal awarding agency
upon reqguest of the recipient.

(2) SF-2712. Peport of Federal Cash
Transactions.

(i) Wnen {unds are advanced to re-
cipients the Federal awarding agency
shall require each recipient vo submit
the SF-272 and, when necessary, its
continuabion sheet, SF-2722. The Fed-
eral awarding agency shall use this re-
port 4o monitor cash advanced Lo re-
cipients 2n@ Lo ObLain disbursement in-
formation {or each agreement with the
reciplentis.

(i) Federal awarding agencies may
require forecazsts of Federazl cash re-
guirements in the "Remarks” section
of the report.

11ii} Whern practical ant deemed nec-
essary, Federal awarding agencies may
reguire recipients v report in the
“Remarks” section the emount of ¢
advances received in excess of Ul

(o]

w
N
™
w
I

provide  short
of acilone taken
Lalances,

(ivy Recipiente snall be reguired o
submit not more than the originzl and
WG Gopies of the SF-272 15 calendar

n¢ 0F eack guarier.

P

3

deys {ollowing the
The Federal awarding agencies may re-
guire a moninly report Irom thnose re-
cipients receiving advances totalhng $i
million or more per year.

(v; Federal awarding agencies may
walve the reguirsement for submission
of the 3F-272 for any one of the 1ol-
lowing reasons:

(£} When monthly advances G0 notu
exceed $23,000 per recipient, provided
that such aGvances are monitored
through other forms contained in this
section;

(B If, in the Federal awarding agen-
cy's opinion, the recipient’s accounuing
controls are adequate to minimize ex-
cessive Federal advances,; or,

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

(b) When the Federal awarding agen-
cy needs additional information or
more ireguent reports, the following
shall e observed.

(13 Wnen additicnal informeztion
needed L0 comply with legislative re-
guirements, Federal awarding agencies
shell issue insiructions to require re-
cipiente o submit such nformetion
under the “Fernarks' section of the re-
POris.

(2) When 2 Federal avarding zgency
determines that a recipient’s account-
ing system does not meet the standards
in §215.21, additional pertinent infor-
mation to further monitor awards may
be obtained upon written notice to the
recipient until such time as the system
is brought up tc standard. The Federal
awarding agency, in obtaining tnis in-
formation, shall comply with report
clearance reguirements of 5 CFR part
1320.

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

(47 Pederal ewarding agencies may
acoept the identical information from
the recipients in machine readabie {or-
mzt or computer printouils or eiec-
tronic outputs in leu of prescribed for-

is
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wding agen miey
mpuner or 2jecironic ouIPLLs

racipients when such expedites or

4¢]
ronuributes o the acouracy of report-

ing

£9215.58 Retention and access require-
ments for records.

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

(b) Financial records, supporiing doc-
aments, statistical records, and all
other records pertinent %o an award
shzll be retained for a period of three
years from the date of submission of
the final expenditure report or, for
awards that are renewed guarberly or
annually, from the date of the submis-
sion of the gquarterly or annual finan-
cial report, as authorized by the Fed-
sral awarding agency. The only excep-
tions are the following.

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

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

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

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

(c) Copies of original records may be
substituted for the original records if
authorized by the Federal awarding
agency.

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

Z ZFR Ch. Il (1-1-06 Edition)

6, The Pederal awarding agency, she
nspector General, Compruroller Gen-
sral of the United States, or any of
their duly authorized representatives,
have the right of timely and unre-
stricted access to any boolks, docu-
ments, papers, or ather records of re-
cipients that are pertinent to the
awsards, in order to make audits. ex-
aminations, excerpts, transcripts and
coples of such documents. This right
also includes timely and reasonable ac-
cess to a recipient’s personnel for the
purpose of interview and discussion re-
lated to such documents. The rights of
access in this paragraph are not lim-
ited to the required retention period,
but shall last 25 long as records are re-
tained.

(f) Unless required by statute, no
Federal awarding agency shall place
restrictions on recipients that limit
public access to the records of recipi-
ents that are pertinent to an award, ex-
cept when the Federal awarding agency
can demonstrate that such records
shall be kept confidential and would
have been exempted from disclosure
pursuant to the Freedom of Informa-
tion Act (5 U.S.C. 552) if the records
had belonged to the Federal awarding
AZBNCY.

(g) Indirect cost rate proposels, cost al-
locations plans, etc. Paragraphs (g)(1)
and (g)(2) of this section apply to the
following types of documents, and their
supporting records: indirect cost rate
computations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate st which a
particular group of costs is chargeable
(such as computer nsage chargeback

rates or composite {ringe benefit
rates).

(1) If submitied for megotiation. If the
recipient submits to the Federal

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

(2) If not submitted for negotiation. If
the recipient is not reguired to submit
50 the Federal awarding agency or the
subrecipient is not required to submit
to the recipient the proposal, plan, or
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GUNE: COMDULEGIOLN 10 NeZoTialiorn pur-
DOSLE, Lhel Lhe S-Year Ieleniion period
for the proposal, plan, or othier com-
punation and il supporiuing records
sparse at the end of the fiscal vear (or
otner accounting period) coversd Dby
the proposzl, plan, Or GLOEr COMpPULa-
tion.

TEEMINATION £ND ERFORCEMENT
£215.60 Purpose of terminziion and

enforcement.

Sections 215.61 and 210.62 set {forih

uniform suspension, termination and
enforcement procedures.

§215.61 Termination.

(a) Awards may De terminated 1T
whole or in part only i paragraphs
(2)(1), (2) or (3; of this section apply.

11y By the Federal awarding agency,
if 2 recipient mezuerially fails o com-
ply with the terms ané conditions of an
award.

(2) By the Federal awarding agency
with the consent of the recipient, in
which case the two parties shall agree
upon the termination conditions, in-
ciuding the effective date znd, in the
case of partial termination, the portion

(3 By tne recipient upon sending 1o
the Federal awarding agency written
notification setving forth the reascns
for such serminavion, the effsctive
date. and, in the case of partial termi-
nation, the portion to be terminated.
Bowever, if the Federal awarding agen-
cy devermines in the case of partial
terminztion that the reduced or modi-
fied portion of the grant will noi ac-
complish the purposes for which- the
grant was made, it may terminate the
grant in its entirety under either para-
graphs (&)1} or (2} of thit ssction.

(b} Il costs are allowed under &an
zward, the responsibilities of the re-
cipient referred te in §215.7i(z), inclnd-
ing those for property management as
applicable, shall be considered in the
terminatior of the award. and provi-
sion shzli be made for continuing re-
sponsibilities of the recipient afver ver-
mination, a8 appropriate

£215.62 Enforcement.
‘a) Remedies for noncomplicnce. 17 & re-
cipient mauerially {ails vo comply wiin

(@)}
n

thie werme ané congivion: of
whewner staled ae
rzgulalion, assuraliCe, apbllcation. or
notice of award, the Federal awarding
2gency meay, in addition U imposing
zny of the special conditions outlined
im £215.14, uzke one or more of the {ol-
lowing actione, as approprizte in the
circumsutallces.

(1; Temporarily withhold cash pay-
ments pending correction of the defi-
ciency by the reciplent Or more severe
enforcement action by the Federzl
awarding agency.

(2; Disallow {that ig, deny both use of
funds and any applicable matching
credit for; all or part of the cost of the
activity or action not ir: compliance.

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

(4) Withhold further awards ior tne
project O program.

(57 Take other remedies that may be
legzlly available.

(b) Hearings and appeals. In taling zn
enforcement action, the awarding
agency shall provide the rsciplent an
opporsunity for nearing, &ppeal or
other administrative procceding o
which the recipient is entitled under
any statute or regulation applicable 1o
the acuion involved.

(c) Effecis of suspension ond iermi-
nution. Cosis of a recipient reswluing
from obligavions incurre¢ by tThe re-
¢ipient during a suspensicn 0T afwer
rermination of an award are not allow-
aple unless the awarding agency e&Xx-
pressly authorizes them in the notice
of suspension or terminafion Or Subse-
guently. Other recipiemt costs during
suspension or after termination which
are necessary and not reasonably
avoidable are allowable if paragraphs
{¢)(13 and {2) of this section apply.

13 The costs result from obligations
which were properly incurred by the re-

iz Fead

. cipient before the effective date of sue-

pension or termination, are not in en-
vicipation of it, and in the case of 2 Ler-
mination, are noncancellable.

(2; The ccste would be allowable if
the award were not suspsnded or ex-
pired normally ai the end of the fungd-
ing period in which the termination
waizes effect.

(@3 Relutionship to deberment end sus-

persion. The enforcement remedies
identuil: i this section, inciuGing

‘ ATTACHMENT
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(e}

3T rermination, do now
sciude a racipient from heing subhject
to debarment and suspension ander
£.O.s 12549 and 12885 and the Federal
zwarding agency implementing regula-
tions (see §215.13).

na

pensgicn  and

1)

re

hed

Subpart D—After-the-Award
Requirements

£215.70 Purpose.

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

§215.71 Closeout procedures.

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

(b) Unless the Federal awarding agen-
¢y authorizes an extension, 2 recipient
shall liguidate all obligations incurred
under the award not later than 90 cal-
endar days after the funding perlod or
the date of completion as specified in
the terms and conditions of the award

or in agency implementing instruc-
tions.
(¢) The Federal awarding agency

shall make prompt payments to a 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 au-
thorized to be retained by the recipient
for use in other projects. OMB Circular
A-129 governs unreturned amounts that
become delinquent debts.

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

(f) The recipient shall account for
any real and personal propercy ac-
oguired with Federal funds or received
from the PFederal Government In ac-
cordance with §215.31 through §215.37.

(g) In the event a final andit has not
been performed prior to the closeout of

66

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

ar award. che Federai awarding agency
shzll retain the right to recover an ap-
propriate amount after fully consic-
ering she recommendations on dis-
2llowed costs resulting from the finzl
andit.

§215.72 Subsequent adjustments and

continuing responsibilities.

{a; The closeout of an award doss not
affect any of the foliowing:

(1) The right of the Federal awarding
agency Lo disallow costs and recover
fands on she basis of a later audit or
other review.

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

(8) Audit reguirements in §215.26.

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

(5) Records retention as required in
§215.53.

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

{69 FR 26281, May 11, 2004, 25 amended at 70
FR 51881, Aug. 31, 2005}

§215.78 Collection of amounts due.

(2) Any funds paid to a recipient in
excess of the amount to which the re-
cipient is finally determined to be enti-
tled under the terms and conditions of
the award constitute a debt to the Fed-
eral Government. If not paid within &
reasonable period after the demand for
payment, the Federal awarding agency
may reduce the debt by paragraphs
12)(1), (2) or (3) of this section.

(1) Making an administrative offset
against other requests for reirburse-
ments.

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

3) Taking other action permitted by
statute. )

(b) Except as otherwise provided by
law, the Federz) awarding agency shall

A)
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PROVISIORS

A1 coptracts, awarded vy a recipient in-
ciuding small purchases, shall conizin the
{ollowing provisione as zpplicable:

1. Egual Employment Opporiunity—Al) cofi-
vracts shzll contaln & Drovision reguirmng
compliznce with E.O. 11246, “'Egua! Employ-
ment Opportunisy” (30 FR 12318, 12935, 2
OFR, 1964-1965 Comp., . 339;, a5 amended by
E.0. 11375, "4mending Exscutive Order 11246
Telating to Egual Employment Oppor-
tunivy,” anhd &s supplemented Dy regulations
at 41 CFR part 80, "'Office of Fsderal Con-
tract Compliance Programs, Eoual Employ-
ment Opportunity, Department of Liabor.”

2. Copeland ‘" Anti-Kickback™ Act (18 U.L.C.
474 and 40 U.£.C. 276c)—41} contracts and sub-
grante i excess of 2200¢ ior comsirucvion or
repair awarded by recipients and subrecipi-
ents snall 1nclude & provisior for compliance
with the Copeland “snti-Fickback’ Act (18
S.C B74), zs supplemented by Department
of Labor regulztions {20 CFR part 5. “Con-
tracuors and Subcontrasiors or Pablic Build-
ing or Public Work Finenced ir Whole or in
Fart by Loans or Grants {rom the United

+ates”). The Act provides that each con-
tractor or subrecipient snall be prohibited
{rom inducing, by any means, any Derson
employed it the construction, complevion, or
repeir of public work, to give up any part of
the COMDENSation to which he is otherwise
entitled. The recipient shall report all sus-
pecteé or reported violations ve tne Federzl
awarding agency.

3. Dawis-Bacon Act, os amended (40 U.S.C.
276a io a~7)—~Wner required by Federal pro-
gram legisiation, all consiruction contracls
awarded by the recipients znd subrecipients
of more than $2000 shall include 2 provision
{for compliance with the Davis-Bacon Act (40
U.S.C. 2762 to a-7) and zs supplemented by
Deparument of Labor reguiations (28 CFR
part 5, “'Labor Standards Frovisions ADplica-
ble 1o Comniracts Governing Federally Fi-
nznced ané Assisted Construction’). UndGer
Lhis Act, conwractors shall be required ic pay
wages ic laborers and mechanics at 2 rav
not less vhan the minimum wages specified
1n 2 wage determinaticn made by the Sec-
retary of Labor. 1lpn addition, coniractors
snzll be reguireé vc pay wages not less thap
once z week. The recipient shall place 2 COpy
of the current prevailing wage determination
issued by the Department of Labor in each
solicivation ané the award of & contract shall
e condivioned QpOL The acceptance of The
wage determinacion, The recipient shali re-

3

ADPR. A

nori wl! -suspecLeet or FepOrLet Violziion. W
uhe Federal awarClng agency

& Comiract Work Hours end Sufety Stendurde
Act (40 U.S.C. 327-333,—Wihere applicabie. ali
CONTracis awariel Dy recipients in excess of
%2000 {or constructlon COMEracls ané 1n ex-
cess o7 $2600 {for other contracls that Involve
the employment of mechalics or lavorers
snzl! include s provisiorn [or compliance with
sections 102 and 107 of the Contract Work
Hours and Salety Standards Act (40 U.S.C
329-833), 2t supplemented by Department of
Labor regulations (25 CFE part 5). Under sec-
tion 102 of the Act, eachk contractor shall be
reguired Lo compuve the wages of every me-
cnznic and laborer oo the basis of 2 standard
work week of 46 hours. Work in excess of the
standard work week is permissible prowvided
that the worker i1s compensated atl 2 raie of
not iess than 1% times the basic rabe of pay
for 21! hours workec in excess of 40 hours in
the work week. Secilon 107 of the Act is &f-
plicable to constructior work and provides
that no laborer or mechanic shall be required
to work in surroundings or ander working
conditions whnich zre unsanilary, nazardous
or dengerous. These rgguirements Gc not
2pply o the purchases of supplies or mate-
rials or articles ordimarily avaiiable on the
oper market, or contracts for transporiation
or vraznsmission of 1inuelligence.

5. Rights tc Inventions Made Under a Con-
tract or Agreemeni—C0niTaCclsS Or AgreBments
for the perfiormznce of experimental, devel-
opmental, or research work shall provide for
the rights of the Federal Government and
the recipient in any resuliing invencion in

ccordance with 37 CFR part 401, “"Rights 10
inventions Made by Nonprofit Organizations
=né Smali Eusiness Firms Under Govern-
ment Grants, Conirzcts anté Cooperauive
Agreements,” and zUy impiementing regula-
tions 1ssueC by the zwarding agency.

6. Clean Air Act (42 U.S.C. 7401 et seq.) and
the Federal Waier Pollution Conirol Act (33
U.8.C. 1251 el seq.), as amende6—Coniracis
and subgrants of zmounts ip excess of
5100,000 snall contain & provision that re-
guires the recipient tc agree {0 comply with
21} applicable standards, orders or regula-
tions issuedé pursuent to the Clean Alr Act
(4% U.B.C. 7401 e! seg.; and the Federa] Water
Poliution Contro} Act z& amended (33 T.8.C.
1257 et seg.). Viclations snhall be reported 1o
the Federal awarding agency and the Re-
gional Office of ke Epnvironmental Protec-
tion Agency (BPA).

7. Byrd Anti- Lobbying Amendment (3] U.S.C.
i352)—Contractors who apply or bid for an
awarc of §1006,000 or miore shall file the re-
guired cersification. Kach tier certifies to
whe tier above that it will not ané has not
use¢ Federal appropriated funds to pay any
persor or organization for influencing or at-
wempiing vo influence an officer or empioysee
0! any @ v, @ member of Congress, oificer
or empioyee of Congress, o ac employes of &
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Pt 220

insenNection with on-
saining any Federal congraci, grant or any
stner award covered by 31 U.S.C 1352 Bach
sler shall also disclose any lobbying with
aon-Pederal funds that takes place In con-
nectlon with obtaining any Federal award.
3uch disclosures are forwarded {rom tier to
tier up to the reciptent.

8. Debarment and Suspension (E.O.s 12619
and 12689—A contract award with an
amount expected to egual or exceed £25,000
and certain other contract awards (see 2 CFR
180.220) shall not be made to parties listed on
she government-wide Bxcluded Parties List
3ystemn, in accordance with the OMB gulde-
lines at 2 CFR part 180 that impiement E.O.8
12549 (3 CFR, 1986 Comp., p. 189) and 12689 (3
CFR, 1989 Comp., p. 235), '‘Debarment and
Suspension.’ The Excluded Parties List Sys-
tem contains the names of parties debarred,
suspended, or otherwise excluded by agen-
cies, as well as parties declared ineligible
ander statutory or regulatory authority
other than E.O. 12548.

[69 FR 26281, May 11, 2004, as amended at 70
R 51879, Aug. 31, 2005)

PARTS 216-219 [RESERVED]

member of Congrass

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

Sec.

220.5 Purpose.

220.10 Scope.

200.16 Policy.

290.20 Applicability.

990.25 OWMEP responsibilities.

220.30 Federal agency responsibilities.

290.35 Effective date of changes.

290.40 Relationship to previous {ssuance.

2920.45 Information contact.

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

AUTHORITY: 31 U.S.C. 503; 31 U.S.C. 1111; 41
1.5.C. 405: Reorganization Plan No. 2 of 1870
®.0. 11641, 35 FR 10737, 3 CFR, 1966-1970. p.
939.

SOURCE: 70 FR 51881, Aug. 31, 2005, unless
otherwise noted. :

§220.5

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

Purpose.

(@]

2 CFR Ch. It (1-1-06 Edifion)
§220.10

The principies in this parv deal with
she subject of cost denerminatvion, and
make no attempt to 1dentify the cir-
cumstances or dicvate the extent of
arency and institutional participation
in the financing of a particular project.
Provision for profit or other increment
ahove cost is outside the scope of this
part.

Scope.

$220.15 Policy.

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

§220.20 Applicability.

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

(b) BEach federal agency that awards
defense-related contracts to 2 Feder-
ally Punded Research and Development
Center (FFRDC) associated with an
educational institution shall require
the FFRDC to comply with the Cost
Accounbing Standards and with the
rules and regulations issued by the
Cost Accounting Standards Board and
set forth in 47 CFR part 98.

§220.25 OMB responsibilities.

OMP is responsible for:

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

(b) Interpreting the policy require-
ments in this part and providing assist-
ance to ensure effective and efficient
implemeniation.
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limitations on individuzl cost elements by Federal agencies. Provision for
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2. Supersession. This Circular superssdes cost principles issued by individual
agencies for non-profit organizations.

3. Bpplicability.

&. These principles shall be used by all Federal agencies in determining
the ccsts of work performed by non-profit organizations under grants,

cooperative agreements, cost reimbursement contracts, and other contracts in

which costs zre usad in pricing, administration, or settlement. 211 of these

instiruments are hereczfrer referred te as awards. The principles 4o not apply %o
gl

awards under which an organization is not required to account to the Feder
Government for actual costs incurred. -

D. 211 cost reimbursement subawards [subgrants, subcontracts, etc.) &are
subject to those Federal cost principles applicable to the particular
organization concerned. Thus, if a subaward is to a non-profit orga anization,
this Circular shell apply; if & subaward is to & commercial organization, the
cost principles applicable to commercial concerns shall apply; if a subaward is
to a college or university, Circular A-21 shall apply; if a subaward is to a
State, lozal, or federally-recogrnized Indian tribal govermment, Circular Z-87

y



N WP

uses i-s net proceeds o maintain

sparations. For thls purpose, erm "non-pro
pitalis; {1ii) 3
s

A

128t
incal, and federally-

~ollieges and universitiesi {14 . Ste
recognized Indian cribal governments/ and {iv) thoss
non-profit organizations which are excluded from C
accordance with paragraph 5.

b. Prior approval means securing the awarding agency's permission in
advance to incur cost for those jtems that are designated as reguiring prior
approval by the Circular. Generally this permission will be in writing. Where
an item of cost requiring prior approval 1is specified in the budget of an award,
approval of the pudget constitutes approval of that cost.

5. =xclusion of some non-profit organizations. Some non-profit organizations,
because of their size and nature of operations, can be considered to be similar
to commercial concermns Ior purpose of applicability of cost principles. Such
non-profit organizations shall operate under Federal cost principles applicable
to commercial concerns. B listing of these organizations i contained in
Attachment C. Other organizations may he added from time to time.

~

0]

o b

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

of the date of this Circular.

£
i

s}

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

Attachment B - General Principles

Attachment B - Selected Items of Cost

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

8. Reguests ior exceptions. OMB may grant exceptions tToO the requirements of
this Circular when permissible under existing law. However, in the interest of
achieving meximum uniiormity, exceptions will be permitted only in highly
unusual circumstances.

o, Effective Date. The provisions of this Circular are 2fl
Implementation shall be phased in by incorporating the provi
awards made after the start of the organization's next fisca
sxisting awards, the new principles may be applied if an crgani
cognizant Federal agency agree. Earlier implementation, oOr

ATTACHMENT .. D
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Applicable credits
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Conditional ezemptions
Direct Costs
indirect Costs
21location of Indirect Costs and Deter
General
Simplified aliocation method
Multipie allocation base method

Direct allocation method

< rates
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a. Be reascnanle Ior The periormance ol
shereto under 3
b.
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in Thesne

« Be consistent with policies and procadures that apply unizformiv
to both federally-£financed and other activities of the organization.

d. Be accorded consistent treatment.

e. Be determined in accordance with generally accepted accounting
principles [(GARP) :

f Not be includad as a cost or used to meet COST sharing oI
matching reguirements of any other federzlly-iinanced program in ‘either the
current or & prior period.

g. Be adequately documented.

3 Reasonable costs. A cost is reasonable if, in its nature Or amount,
it doas not exceed that which would be incurred by a prudent person under “he
circumstances prevailing at the time the decision was made To incur the costs
The question of the reasonableness of specific costs must he scrutinized with
parcicular care 1n connection with organizations or separats divisions therzoct
which receive the preponderance oI their support from awards made by Federal
agencies. In determining the reasonableness of a given cost, consideration
shall be given to:

a Whether the cost is of a type generally recognized as ordinasy
and necessary for the operetion of the organization or the performance of the
award.

o~
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El E cost is alliocable to & particular cost oblective, such &S &
grant,  contract, project, service, or other activity, in accordance with the
relative benefits received L cost is zllocable to &z Federal award if it s
treated consistently with other ceusts incurred for the same purpose in like
Circumstances. and 1f it:

ts both the award and other work and can be
proportion to the benefils received, or

n of the organi:z

necessary to the over o) =1
1 t objective cannot be shown.

{z) Is s zll operati
although a direct relationship to any particu g

ar CO

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

@. The term applicable cr
W e nse items that

e e xamples of such

discounts, rebates or a ances, recoveries or

o nsurance refunds, and adjustments of overpayments or

5. To the extent that such credits accruing or received by the

a

x

]
4]
tn
'_l.
=
9]

te to allowable cost, they shall be credited to the Federal
as a cost reduction or cash refund, as appropriate.

b. In some instances, the amounts received from the Federzl
Government to finance organizational activities or service operatioms should be
treated as applicable credits. Specificelly, the concept of netting such credit
items against related expenditures should be applizd by the organization in
determining the rates or amounts to be charged to Federal awards for services

3
rendered whenever the facilities cor other resources used in p:oviding such
services heve been financed directly, in whole or in part, by Federal funds.

. For rules covering program income (i.e., gross income earned
from federezlly-supported activities) see Sec. .24 of Ofifice of Management ang
~Budget [(OMB) Circuler 2-110, "Uniform hdministrative Feguirements Zor Grants and
hgreements with Institutions of Higher EBducztion, Hospitels, and Other Non-

Profit Organizations."”
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a. OMB authorizes conditional sxempiion irom OMB administrative
reguirements and cost principles circulars for certain fedsral programs wilh
s+atunorily-autnorized ~onsclidated planning and conso:idazed administrative
f=

n

[ ]

ding, that are identified by a Federal agency and approved by the head of
“pe Executive department or establishment. A Faderal agency shall consult with
OMB during 1its consideration of whether to grant such an exenption.

b. To promote efficiency in State and local program administrazion,
when Federal non-entitlement programs with common purposes have speciiic
1y tra
e

O

statutorily-authorized consolidated planning and consolidated adminis
funding and where most of the State agency's resources come from non-
sources, Federal agencies may axempt these covared State-administered, non-
entitlement grant programs from certain OMB grants management raguirements. The
exemptions would be from all but the allocability of costs provisions of OMB
circulars 2-87 (Rttachment Z, subsection C.3), "Cost Principles for State,

ocal, and Indian Tribal Governments, " B-21 (Section C, subpart 4), "Cost
Principles for rducational Institutions, " and 3~122 (Aitachment A, subsection
2.4), "Cost Principles for Non-Profit Organizations,” and from all of the
administrative reguirements provisions of OMB Circular B-110, "Uniform
rdministrative Requirements fny Grants and Bgreements with Institutions of

=

Higher Education, Hospitals, and Other Non-Profit Organizations,” and the
agencies' grants management common rule.

c. When a Federal agency provides this flexibility, &s a

prerequisite Lo a State's exercising this option, a State must adopt its own
written fiscal and administrative requirements for ezxpending 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 be sufficiently specific to ensure that: funds are used in
compliance with all applicable rederal 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

a2 State or its subrecipients.

B. Direct Costs

1. Direct costs are thcse that can be identified specifically with a
particular final cost objecti i.e., a particular award, project, service, Or
other direct activity of an organization. However, a cost. may not be assigned

to an award as a direct cost if any other cost incurred for the same purpose, in
like circumstance, has been allocated to an award as an indirect cost. Costs

identified specifically with awards are direct cecsts of the awards and are to be
ssigned dirsctly rhereto. Costs identified specifically with other final cost

cs
ve, i.e.,

V]

8 i
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cvier rayra Lrta:
how&vez, for purpcses of compuTing
charges be trezTed as di:eci cos%s for
DUrpOSEs be zllozated their shaze of the
organizatior activities wrhich (1) include =he
salaries benefit from the organization's
incirect
4., The costs of activities performed primerily as & service tc member

clients, or Tne generzl public when significant and necessary to the
organization's mission must be treated ac direct costs whether or not allowable
and be allocated an eqguitable share of indirect costs. Some examples of these
types of activities include:

&. Meintenance of membership rolls, subscriptions, publications,
and related functions.

b. Providing services and information tc members, legislative or

administrative bodies, or the public.

c. Promotion, lobbying, and other forms of public relatiomns.
d. Meetings and conferences except those held to conduct the
general administration of the organization.
e Maintenance, protection, and investment of special funds not
used in operation of the organization.
f. Administration of group benefits on behalf of members or
clients, including life and hospital insurance, annuity or retirement plans,
financizl aid, etc.
C. 1Indirect Costs
1. Indirect costs are those that have been incurred for common or joint

objectives and cammot be readily identified with 2 particular final cost
objective. Direct cost of minor amounts may be treated as indirect costs under
the conditions described in subparagraph BE.2. Zfter direct costs have been
determined and essigned directly to awards or other work as appropriate,
indirect costs are those remaining tc be allocated to benefiting cost
objectives. B2 cost may not be allocated to an award as an indirect cost if any

thcr cost incurred for the same purpcse, in like circumstances, has been

ass
dSE

igned tc an award as a direct cost.

Because of the diverse chearacteristi
non-profit organizations, it is not possikle
may be classified as indirect cost i i ons.
of indirsct cost for many non-proi OLS

ics and accounting practices of
to specify the types of
tu However,
mey include depreciziion or

cost which
typical examples
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"Tyo,...t.2s” andg Adm is delinsad zs anc
Lus a.iowances on buiidings, sguipmen 1 improvement, interest on dent
tain buildings, 2 capital improvements, and
canance sLKpenses stration® is deiined as gene
+ration and general supenses sush as the director's ovifice, accou h
nersonnel, library expenses and all other types of expenditures not listed
speciiically under one of the subcatszgorizs of "Facilities" fincluding cross
a1locations from other pools, where applicable). 3ee indirect cost rate
reporiting reguiremants in subparagraphs D.Z.e and D.2.q.
0. Allozation of Indirect Costs and Determination of Indirect Cost Rates

a. Where a non-profit organization has only one major function, or
where all its major functions venefit from its indirect cocsts to approzimately
the same degree, the allocation of indirect costs and the computation of an
indirect cost rate may be accomplished through simplified allocation procedures,

irect
as described in subparagraph 2.

b. Where an organization has several major functions which beneiit
direct costs in varying degrees, allocation of indirect costs may

accumulation of such costs into separate cest groupings which then
ed individually to benefiting functions by means of a base which best
e relative degree of benefit. The indirect costs allocated o each
are then distributed to individual awards and other activities inciuded
function by means of an indirect cost rate(s).

n
e
t
h
T

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 d
ct

to such activities as fundraising, public information and membership a ivit

e}

d. Specific methods for allocating indirect ccsts and computing
tes along with the conditions under which each method should be

e. The base period for the allocation of indirect costs is the
period in which such costs are incurrasd and accumulated for allocation to work
erformed in that period. The base period normally should ceincide 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. Where an organization's major functions benefit from its
indirect costs to approximately the same degree, the allocation of indirect
costs may be accomplished by (i) separating the organization's total costs for
the base period as either direct or indirect, and (ii) dividing the total
allowable indirect costs (net of applicable credits) by an eguitable

R =~
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and uneilowakble costs. However owaple costs which
must be included in tThe direct costs under CONCiTions
aragraph B.Z.

c. The distribution base may be totzl direct costs {exciuding
capital expenditures and other distorting items, such a&s major subcontracts ox
supgrante)}, direct salaries and wages, Or other base which results in an
equizable distribution. The distribution base shall generzlly exclude
participant support costs as defined in pearagraph 32 of Attachment B.

d. Except where z spe a1 rate(s) is required in accordance with
subparagraph 5, the indirect cost rate developed under the above principles is
applicable to all awards at the oradnization. If 2 special rate(s) is required,
appropriate modifications shall be made in order to develop the specizl ratels).

e. For an organization that receives more than $10 million in
Federal funding of direct costs in a fiscal wyeazr, a breakout of the indirect
cost component intc two broad categories, Facilities and Administration as
defined in subparagraph C.3, is required. The rate in cach czse shzll be stated

in
as the percentage which the amount of the particular indirect cost category
( ., Facilities or Administration) is of the distribution base identified with

3. Multiple allocation base method

a. General. Where an grganization's indirect costs benefit its
major functions in varying degrees, indirect costs shall be accumulated into
separate cost groupings, as described in subparagraph b. Each grouping shall
then be allocatéd individually to benellttlng functions by means of & base which
best measures the relative bemefits. The default allocation bases by cost pool
are described in subparagraph c.

b. Identification of indirect costs. Cost groupings shall be
established so as to permit the allocation of each grouping on the basis of
benefits provided to the major functions. Fach grouping shall constitute a pool
of erpenses that are of like character in terms of functions they benefit and in
terms of the allocaticn base which best measures the relative benefits provided
to each function. The groupings are classified within the two broad categories:
"Facilities"™ and "Rdministration,” as described in subparagraph C.3. The
indirect cost pocls are defined as foliows:

{1) Depreciation and use allowanceés.. .The expenses under this

heading zre the portion of the costs of the organization's buildings, capital
improvements to land and buildings, and eguipment which are computed in
accorcance with paragraph 11 of Ettachment B ("Depreciation and use
allowances")

ATTACHMENT D
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. mzintenance and o
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; i pera
sarthquake and disaster
| ra- disposal; property.
liapility and a elat Drop spice and capital igasing;
facility planning and management; and, central iving. The operation and
maintenance expenses category shall also incliude 1tTS allocable share of Iringe
henefit costs, depreciation and use allowancaes, and interest COStS5.

(4) General administration and general expenses. The expenses
under this heading are thoss rhat have been incurred for the overall general
executive and administrative offices of the organization and other expenses of a

eneral nature which do not relate solely to any major function of the

rganization. This category shall also include its allocable share of fringe
penefit costs, operation and maintenance expense, depraciation and use
allowances, and interest costs. “pxamples of this category include central
offices, such as the director's office, the office of finance, business
services, budget and planning,'personnel, safety and risk management, general
counsel, management information systems, and library costs.

In developing this cost pool, special care should be exercised t
costs incurred for the same purpose in like circumstances are tre
consistently as either direct or indirect costs. For example, sa i
tachnical staif, project supplies, project publication, telephone tcl
computer costs, travel costs, and specialized services costs shall be
direct costs wherever identifiable to a particular program. The sala
wages of administrative and pocled clerical staff should normally be
indirect costs. Direct charging of these costs may be appropriate wh
project or activity explicitly requires and budgets for administrative or
clerical services and other individuals involved can be identified with the
program Or activity. Items such as office supplies, postage, local telephone
costs, periodicals and memberships should normally be treated as indirect costs.

2

c. Allocation bases. actual conditions shall be taken into account
in selecting the base to be used in allocating the expenses in each grouping o
benefitting functions. The essantial consideration in selecting a method or a
base is that it is the one pbest suited for assigning the pool of costs to cost
objectives in accordance with benefits derived; a traceable cause and effect
relationship; or logic and reason, where neither the cause nor the effect of the
relationship is determinable. When an allocation can be made by assignment of a
cost grouping directly to the function benefited, the allocation shall be made
in that menner. When the expenses in a cost grouping are more general in nature,
the allocation shall be made through the use of a selected base which produces
results that are equitable to both the Federal Government and the organization.
The distribution shall be made in accordance with the bases described herein
unless it can be denonstrated that the use of a different base would result in a
more equitable allocation of the costs, or that a more readily available base
would not increase the costs charged to sponsored awards. The results of

12 ATTACHMENT
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(c) Depreciation or use allowances on buildings, capital
provements and eqguipment related space (e.g., individual rooms, and
iaboratories) used jointly by more than one function (as determined by the users
of the space) shall be treated as fcllows. The cost of each jointly used unit

of space shall be allocated to the benefitting functions on the basis of:
(i) the employees and other users on a full-time
eguivalent (FTE) basis or salaries and wages of those individual functions
benefitting from the use of that space; or
(ii) organization-wide employee FTEs or salaries
and wages applicable to the benefitting functions of the organization.

lh 1=

(d) Depreciation or use allowances on certain capiteal
improvements to land, such as paved parking areas, fences, sidewalks, and the
like, mot included in the cost of buildings, shall be zllocated to user
categories on a FTE basis and distributed to mejor functions in proportion to
the salaries and wages of zll employees applicable to the functions. .

=1
™

{2) Interest. Interest costs shall be zllocated in the same
ciation or use zllowances on the buildings, equipment and
capital sguipments to which the interest relates.

manner zs the depre

» (3 ion and maintenance expenses. Operation
maintenance expenses e allocated in the same manner zs the de

and use allowances.

& dministration and gemeral expenses. General
administration and g ral expenses shall be allocated tc benefitting functi
based on modified total direct costs (MTDC), as described in subparagraph D.
The expenses included in this rategory could be grouped first according to m
functions of the crganization to which they render services or provide benef
The aggregate expenses of each group shall then be zllocated to benefitiing
functions kbased on MTDC.

T

L-J O

s
1.
or
s

2]
it

d. Order of distribution.

(1) Indirect cost categories consisting cof depreciation and
use allowances, interest, operztion and maintenance, and general administration
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. WNormaliy, an indirect COSt category wiil e consiasr2d
nas bezan allocated to oTnel COSt ocbjectives, and Cos5tS sheli: not
aliocated to it. However, & CIoss allpcation of cCosts bhetween
nglirect SO3Ls celagories ~could be used if such a:)ocacion
~ozult in s more eguitable allocation 5I £osts 1f a cress allocation
an appropriate modification to the COmMPO3 “he indirect c©cst Ce
su orazguired.
e Applization of indirect cost rate or races Zxcept where o
special indirect cest cateis) is required in accordance with subparagraph D.3,
rhe separate groupings of indirsct costs ailocated to gach major function shall
be aggregatsd and treated as a common pool for that function. The costs in the
common pool shall then be distributed to individual awards included in that
function py use cof a single indirect cost rate.
f. Distribution basis. Indirect costs shall be distributed to

applicable sponsored awards and other benefitting activities within each major
function on the basis of MTDC. MTDC consists of all salaries and wages, fringsz
henafits, materials and supplies, services, itravel, and subgrants and
subcontracts up to the first $25,000 of each subgrant oxr subcontract (regardless
of the period covered DYy +he subgrant or subcontract). Equipment, capital
sxpenditures, charges for patient care, rental costs and the portion in excess
of 525,000 shall be excluded from MTDC. Participant support costs shall
generally be excluded from MTDC. Other items may only be excluded when the
Federal cost cognizant agency determines that an exclusion is necessary to avo:rd
a serious inequity in the distribution of indirect costs.

g. Individual Rate Components. An indirect cost rate shall be
determined for sach separate indirect cost pool developed. The rate in =ach
case shall be stated as the percentage which the amount of the particular
indirsct cost pool is of the distribution base identified with that pool.
indirect cost rate negotiation or determination agreement shall include
development of the race for each indirect cost pool as well as the overall
indirect cost rate. The indirect cost pools shall be classified within two
broad categories: "Facilities" and "administration, " as described in
subparagraph C.3.

ach

4. Direct allocation method.

s2. Some non-profit organizations treat all costs as direct costs
ezcept general agministration and general expenses. Thes2 organizations
generally separate their costs into three basic categories: (i) General
administration and general expenses, (ii) fundraising, and (iii) other dirsct
sunctions (including projects performed under Federal awards). Joint costs,
such as depreciation, rental costs, operation and maintenance of facilities,
telephone expensés, and the like are prorated individually as direct costs to
each category and to each award or other activity using a base mosSt appropriste
o the particular cost being prorated.

b. This me

thod is acceptable, provided sach joint cost is prorated
gsing a base which accurat

ely measuras the benefits provided to each award or

he "
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some instances, & single indirect
T ra ‘ anization or for ezch mejor function of
the organization may not be appropriate, since it would not take inte account
—hose different cmors which may substantielly affect the indirect costs
applicable to a2 particular segment of work. For this purpose, & particular
segment of work may be that performed under a single award or it may consist of
work under a group of awards performed in a common environment. These factors

may include the physical location of the work, the level of administrative
support reguired, the nature of the facilities or other resources employed, the
scientific disciplines or technical skills involved, the organizationzl
arrangsments used, or any combination thereof. When & particular segment of
work is performed in an environment which appears ic geherate z significantly
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 azllocation process, and the
separate indirect ccst rate resulting therefrom should be used, provided it is
determined that (i) the rate differs significantly from that which would have
been obtainasd under subparagraphs 2, 3, and 4, and (ii) the volume of work to
whiich the rate would apply is material.

E. Negotiation and Approval of Indirect Cost Rates

1. efinitions. 2&s used in this section, the fcollowing Terms hLave the
meanings set

z. Cognizant agency means the Federal agency responsible for
iati and approving indirect cost rates for a mon-profit organl ation on
behalf of zll Federzl agencies.

b. Predetermined rate means an indirect ccst rate, applicable to a
specified current or future period, -usuzlly the organization's fiscal year. The
ate is bzsed on an estimate of the costs tc be incurred during the period. 2

predetermined rate is nmot subject to adjustment.

¢. Fired rate means an indirect cost rate which has the same

characteristics as & predeterminad rate, except that the difference between the
estimated costs and the actual costs of the period covered by the rate is
cerried forward as an adjustment to the rate computation of a subseguent period.

d. Final rate means an indirect cost rate applicable to a specified
past period which is based on the actual costs of the period. & final rate is
not sublect o adjustment.
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2. Negotiation and approval of rates.

a. Unless different arrangements are agreed to by the agencies
oncernad, the Federal agency with the largest dollar value of awards with an
rganization will be designated as the cognizant agency for the negotiation and
poroval of the indirect cost rates and, where necessary, other rates such as
ringe benefit and computer charge-out rates. Once an agency is assigned
ognizance for a particular non-profit organization, the assignment will not be
changed unless there is a major long-term shift in the dollar volume of the

0

8]
a
£
L
C

Federal awards to the organization. 11 concerned Federal agencies shall be
given the opportunity to participate in the negotiation process but, after a
rate has been agreed upon, it will be accepted by all Federal agencies. When a

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

b. & non-profit organizazion which has not previously established
an indirect cost rate with & Federal agency shall submit its initial indirect
cost proposal immediately after the organization is advised that an award will
be made and, in no event, later rhan three months after the effective date of

the award.
c. Organizations that nave previously established indire

rates mus:t submit a new indirect cost proposal to the cognizant agen
six months after the close of each fiscal year.

9]
< 0
%

e may be negotiated for use on awards where
ed on past experience and reliable projection
the rate is not likely to exceed a rate based

d. A predetermined ra
there is reasonable assurance, bas
of +he organization's costs, that

on the organization's actual costs.

e. Fized rates may be negotiated where p;edetermined rates are not
considered appropriate. A fixed rate, however, shall not be negotiated if (i)
21l or a substantial portion of the organization's awards are expected to expire
before the carry-forward»adjustment can be made; (ii) the mix of Federal and
non-Federal work at the organization is too erratic to permit an equitable
carry-forward adjustment; or {iii) the organization's operations fluctuate
significantly from year to year.

f. Drovisional and final rates shall be negotiated where neither
oredetermined nor fized rates are appropriate. '
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S ddvertising and public relaTions TDITS
2. Advisory Ccounclls

4. Audif o0sts

o Bagd debhts

5. Bonding cO3Ls

. Communiczation cosis

8 Compsensaztion Ior personal services

9. Contingency DIovisions

0. Defense and prosscution of sriminal and civil wroceedings, claims, app
and patent iniringement .

21, Depreciation and use allowances

12. Donations and contributions

13 Employee morale, health, and welfare costs

14. Entertainment COSLS

15. Eguipment and other capital expenditures

16. Fines and penalties

17. Fund raising and investment management COSTS

18. Gains and losses on depreciable assets

12. Goods or services for personal use

20 Housing and personal living exper 1323

21 Tdle facilities and idle capacity

22 Insurance and indemniZication

23 Interest

24 Labor relations costs

25 Lobbying

26 Losses on other sponsored agrsements Or contracts

27 Maintenance and rspair costs

28 Materials and suppilies costs

29 Meetings and conferences

3 Memberships, subscriptions, znd profasssional activity costs

3 Organization ccsts

3 pPage charges in profzssional journals

33. Participant support costs

34. Patent costs

35. plant and homeland sscurity costs

36. Pre-agreement costs

37. Professional services costs

3 publication and printing costis

39. Rearrangement and alteration costs

40. Reconversion CCSts

41. Recruiting costs

42. Relocation costs

43. Rental costs of buildings and 2guipment

44. Royalties and other coSts for use of patents and copyrights

45. Selling and marketing

46. Specialized service faci ilities

47, Taxes

48 Termination costs applicable to sponsored agreements

e Y

o
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1. Ahdver-.sing and public relations oOHTS.

a. The term zdverisin

at o '
newspapers, radio and tel .ipits, elecironic or Ccompuiar
P o -

p
transmittals, and

k. The term public relations sneiudes community relations and means These
sctivities dedicated to maintaining the image of the non-proiit organizatibn ox
maintaining or promotirng understanding and favorable relations with the
community or public at large oI any segmeni of the public.

11) The recruitment of personnel reguirad Ior the perriorman y ti
non-profit organization of obligations arising under 2 Tederzl award {Se2e also
Attachment B, paragraph 41, Recruiting costs, and paragraph 42, Relocaiion

+ T .
cOSCS]

(3) The disposal of scr
Tederal award exce

{1} Costs specifically reguired by the Federal award;

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

{3} Costs of conducting general liazison with news media zand
rament public relations ofificers, to the extent that such activities are
mited to communication and liaison necessary eep the public informed on

ters of public concern, such as nmotices of Federal contract/grant awards,
financial matters, etc.




12y o ’_UI'\7°I'-'CJ.OL_,, convocations, ©or other events
(A0 B
. .

(b) Costs of meeting rooms, hospitality suites, and other
speciel facilities used in conjunction with shows and other speciel events, &and

{¢c) Salaries and wages of employees engaged in setrting up and
displaying exhibits, making demonstratlor and providing briefings;
(3) Costs of promotionel items and memorabilia, includi ing models,
gifts, and souvenirs;
{4) Costs of advertising and public relations designed sclely to

promote the non-profit organization.

2. Advisory Councils

Costs incurred by advisory council ommittees are zllowable as & direc
[~

or C
where authorized by the Federal awarding agency or as an indirect costT wh
allocable to Federal awards.

W
o

»lcoholic beverages. Costs of azicoholic beverages are unallowable.

4. Audit costs and related services

a The costs of audits requ'red by , and performed in accordance with, the
Single Budit Act, as implemented by Circular 2-133, “Audits of States, Local
Governments, and Non- Proth Organlpatlons a Elso see 31 USC
7505 (b) and section 230 (MAudit Costs”) of Ci

l1lowable if included in an indirect cos

b. Other audit costs are & T
ecifically approved by the awarding agency as a dir

proposal, cr if sp
an award.

0
[e]
6]
+
c
O

c. The cost of agreed-upon procedures engagements te monitor subrecipients who
are exempted from 2-133 under section 200(d) are allowable, subject to the
conditions listed in A-133, section 230 (b) (2) '
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2 Sonding ©osTs arise when +he Federal Government regulires

auainsT Simancial loss =D itseif or pthers by reason oOF —ne act Or
cne non-profit Organitation They zrise also 1n Lnstances wWnere “hne non-prolll
roan.Tation reguires similar assurance inclvded are such bonds as bid,
nerformance, paywent, advance pEyment, infringement, nds.

b,  ~osts of bonding rasguired pursuant to ihe term

< rosts of bonding required by the nor-profit organization in the
general conduct of its operations are allowable to the extent that such bonding
S5 in accordance with sound business practice and the rates and pramiums are
reasonable under the circumstances.

7. Communication costs. Costs incurred for telephone ssrvices, local and long
distance telephone calls, telegrams, postage, messenger, electronic or ComputzY¥
tr

ansmittal services and the 1ike are allowable.

8. Compensation for personal services.

s includes all
on for services of
+ as otherwise provided

inition. Compensation for personal service
compensation paid currently or accrued by the organizati
emplovees rendered during the period of the award {excep
in subparagraph n). Tt includes, but is not limited to, salaries, wages,
director's and executive committee member's fees, incentive awards, fringe
benefits, pension plan costs, allowances for off-site pay. incentive pay,

FLa .

1ocation allowances, hardship pay. and cost of living differentials.

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

et
o
[]

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

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

c. Reasonableness.

(1) When the organization is predominantly engaged in activities
other than those sponsored by the Federal Government, compensation for emplovees
on federally-sponsored work will be cohsidered reazsonable 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 she kind of employees required for the
Federal activities are not found in the organization's otherx activities, ’

o 22 - ;
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on to members of non-proiit organi:c
i z lie

e ic The immeciate famil
1d be made that such compensation is
o .

ndered rather Tharn a distribution of

(7} Bbny change in an organization's compensation policy resulting in
& supstantiazl increzse in the organization's level of compensati
when it was concurrent with an increase in the ratic of Fede
activities of the organization or any change in the treatmen
specific types of compensation due tc changes in Federal policy.

e. DUnallowable cosis. Costs which are unzllowable under other paragraphs
of this Attachment shall not be zllowable under this paragraph sclely on the
basis that they constitute personal compensation.

f. Overtime, extre-pay shift, and multi-shift premiums. Premiums for
overtime, exira-pay shifts, and multi-shi
rior approval of the awarding agency ex

zllowable only with the

1) When necessary to cope with emergencies, such as Thcse resuliing
ci s, natural disasters, breakdowns of equipment, or occasionzl
operationa cttlenecks of a sporadic nature.

{2} When employees are performing indirect functions, such
administration, maintenance, or accounting.

[\l
n

{3} In the performance of tests, laboratory procedures, OI OTRET
similar operations which are continuous in nature and cannot reasonably De
interrupted or otherwise completed. ’

14) When lower overzll cost tc the Federal Government will result.

g. Fringe benefits.

(1) Fringe benefits in the form of regular compensation paid to
employees during periods of authorized absences from the job, such as vacation
1 e, si leave, military leave, and the like, are allowable, provided such
costs are absorbed by all organization activities in proportion to the relative

f time or effort actually devoted to each.

(2) Fringe benefits in the form of employer contributions or
expenses for social security, employee insurance, workmen's compensation
insurance, pension plan costs (see subparagraph h), and the like, are allowable,
providﬁd such benefits are granted in accordance with established written
organization policies. Such ueneLﬂ‘s whether treated as indirect costs or as
direct costs, &hall s

11 be distributed *¢ particular awards and other activities in
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an organization follows a consistent pollicy

€ o)
expensing actual p nts to, or on behalf of, employees OI former empioyees for
e : o] Ll le

all activities of the organization.

ayme

unemployment compensactidon Or workers' compensation, such payments are aiiowab

in the year of payment with the prior approval of the swarding agency, provided
To

they are allocated

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

h. Organization-furnished automobiles. That portion of the cost of
organi:ation—furnished automobiles that relates to personal use by employees
(including transportation to and from work) is unailowable as fringe benefit or
indirect costs regardless of whether +he cost is reported as taxable income toO
the employees. Thess costs are allowable as direct costs to sponsored award
when necessary for the periormance of the -sponsored award and approved by
awarding agencies.

i. Pension plan costs.

sts of the organization's pension plan which are incurred in
o o

stablished policies of the organization are allowable,

Co
th

1}
accordance with
provided:

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

{c) The cost assigned to each fiscal year is determined i
accordancs with generally accepted accounting principles (GAAP), as prescri
in BAccounting Principles Board Opinion No. 8 issued by the American Institu
Certified Public Bccountants; and

(d) The costs assigned to a given fiscal year are funded Ior
an participants within six months after the end of that ysar. However,
ses to normal and past service pension costs caused by a delay in funding
the actuarial liability beyond 30 days af
such costs are assignable are unallowable.

all pl
increa
ter each quarter of the year to which

(2) Pension plan termination insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISA) of 1974 (Pub. L. 83-406) are
allowable. Late payment charges on such premiums are unallowable.
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{1, Severance pay, 2.S0 commonly referred Lo as 015ncssa1 wages, 1S
=1 payment in addition to regular salaries and wage by organizations to workers
whose employment is being terminated. Costs of severance pay are allOWaDle only
t¢ the extent that in each case, it is required Dby

I

fa) law, :

(b) employer-employee agreement,

(c) established policy that comstitutes, in effect, zan implied
agreement on the organization's part, or

(dj circumstances of the particular employment.

(2) Costs of severance payments are divided intc two categories as

follows:

{z) Actual normal turnover sever ance payments shall be
21lo0cated to all activities; or, where the organization provides for a reserve
for normal severances, such method will be aﬂCDp'able if the charge to current
operations is reasonable in 1light of payments actually made for normal
severances over a representative past period, and if amounts charged are
zllocated to 211 activities of the organization.

{b) Abnormel or mass severance pay is of such a conjectural
nature that mezsurement of costs by means of an accrual will mot achieve eguity
to both parties. Thus, accruels for this purpose are not allowable. However, the
Federal Governmeni recognizes its obligation to participate, 1o the extent of
its fair share, iLn any Specific payment. Thus, allowability will be comsidered
on a2 cese-by-case basis in the event or OCcCurrence.

{c) Costs incurred in certain severance pay packages (commornly
¥nown as “"a golden parachute” payment) which are in ap amount in excess of the
normal severance pay paid by the organlzat on to an employee upon termimnation of
employment and are paid to the employee CODLngent upon a change in management
control over, or ownership of, the organization's assets are unallowable.

(d) Severance payments to foreign natiomnals employed by the
rganization outside the United States, to the extent that the amount exceeds
the customary or prevailing practices.for the organization in the United States
are unallowable, unless they are necessary for the performance of Federal

programs and approved by awarding, agencxes

e
anization outside the United States due to the termination of the foreign
ional as a result of the closing of, or curtailment of activities by, the
nization in thet country, are unallowable, unless they are necessary ior the
formance of Federal programs and apptoved by awarding agencies.

e} Severance payments to foreign nmatiomals employed by the
i

2%}
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trezatef a3
o1 ils approvac by
4 sponsiblie HEE) g atio istrib 5f salaries snd
wages S0 awards must be suppborted by nersonnel activity reports, as prescribed
i~ subparagraph (21, except when & substitute systiem has bzen approved irn
wr.t:ng by the cognizant agency !5ee subparagraph EB.Z of ht<achment 2.}

7. Reporzs rellecting ine distryibution of activity of each emplioy
must De maintained For all staff members (profecssionals and nonprofessionals:
whose compensation is charged, 1in whole or in part, directly to awards T
addition, in order to support the zllocation of indirect costs, such reporis
mus: alsoc be maintained for other employees whose work involves two oOr more
functions or activitiess if & distribution of their compensation betwsen such
functions or activities is neaded in the determination of the organization's
indirect cost rate(s) (e.g., an employee engaged part-time in indirect cost
activities and part-time in a direct function). Reports maintained by non-
profit organizations to satisfy these reguirements must meet the following
standards:

{a) The reports must reflect anp after-the-fact determination
of the actual activity of each employee. = Budget estimates {i.e., estimates
determined before the services are performed) do not qualify as support for
charges to awards

(b) Each report must account for the total activit
employees are compensated and which is required ip fulfillment o: th
obligations to the organization.

(c] The reports must be signed by the individual employesz, oF
by a responsible supervisory official having first hand knowledge of the
activities performed by the smployee, that the distribution of activity

o

renresents a reasonable estimate of the actual work performed by the employse
during the periods covered by the resports.

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

(3) Charges for the salaries and wages of nonprofessional emplovyess,
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 (FLSR) (29 CFR Part 516). For this
purpcse, the term "nonprofessional employee" shall have the same meaning as
"nonexempt employee,” under FL3A.

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

9. Contingency provisions. Contributions to a contingency reserve or any
Si r provision made for events the occurrence of which cannot be foretold
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zonlnent ©,

&1id reserves

of criminal and Civil proceeclings, <_alms, appee:s

) Conviction, &s
ense by any court
& pilee, includin

d herein, means @ judgment oz
ent jurisdiction, whe
iction due tc¢ a plez ¢

{Z) Costs include, but are not limited to, administirative and
1 expenses; the cost of legeal service whether performed by in-house or
g I 3

i

lerica g,

private counsel; and the costs of the services of accountants, consultants, or
S t

0

others retazined by the organization tc assist it; cosis of employees, officers
and trustees, and any similar costs incurred before, during, and after
commencement of a judicizl or administrative proceeding that bears a direct

relationship to the proceedings.

|

(3) Fraud, as used herein, means (i
attempts to defraud the Federal Govermment or t
t ca
5
{

) ud corruption or
o] e
that constitute & use for debarment or suspension ({(as Sp
P .
1

nts (ii) acts

regulations), and {iii) acts which violate the

ifie
Zct, 31 U.s.C.,
sections 23729-3731, or the Anti-Kickback Act, £ tTio 5

1 and 54.

(¢ Penalty does not include restitutionm, reimpbursement, or
compensatory damades.
{5y Proceeding includes an investigatfion.

b. (1) Except as otherwise described herein, <osts incurred im
connection with any criminal, civil or administrative proceeding (including
filing of a false certification) commenced by the Federal Government, or a
State, local or foreign govermment, are not allowable if the proceeding: (1)
relates to a viclation of, or failure to comply with, a Federal, State, locel or
foreign statute or regulation py the organization (including its agents and
employees), and (Z) results ipn any of the following dispositions:

[

{e) In a cerinal_proceeding, a conviction.

p) In a civil or administrative proceeding involving an
zllegation of fraud or similar misconduct, a determinatioD of orgenizationel
liability

{c) In the case of any civil or administr tive proceeding, the
imposition of & monetary penalty.

(d) & 2l decision by an apfvop*i~%e Federal official to
debar or suspend the organizetiom, to rescind or wvoid an award, or to terminate
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v 1€ more -han one proczeding involves —hs same z2.2Jed
. “nhs nostz of ail such proceedings shall be unailowable if any one oI
©5 irn ope of the dizpesitiosns SNOWn ih supparagraph o. (1}

> £ & proceeding relierreC IO il subparagraph b is commenced by the
Fedoral Government and is resclvad by consent or © mpromise pursuvant teCoan
agreement entared into Dy the organization and -he Federal Government, then the
costs incurred by ithe organization 1n conne tion with such proceedings that are
liowed to the extent

e n c
ot allowable under subparagraph b may be ali
specifically provided in such agreemen

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

‘
S

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

Q.

s are reasonable in relation to the activities require

The cost
p ceding and the underlying cause of action;

roce

1)
to deal with the

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

{3) The costs are not otherwise recovered from the Federal
Governmeni or a third party, either directly as a result of the procezding or

otherwise; and,

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

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

are unallowable.

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

=

.
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Deprecietion and use allowances.

a. Compensation for the use of buildings, other capital improvements, and
equipment on hand may be made through use allowance or depreciation. However,
except as provided in Attachment B, paragraph I, a combination cf the two
methods may not be used in connection with a single class of fixed zssets (e.g.,
buildings, office eguipment, computer eguipment, etc.).

[}

b. The computation of use zllowances or depreciation shezll be based on the
acquisition cost of the assets involved. The acgquisition cost of an asset
donated to the non-profit organization by a third party shell be its fair market
value at the time of the domation.

Hh

c. The computztion of use allowances or depreciation will exclude:

(1) The cost of land;

(2) Epy portion of the cost of buildings and equipment borne by or
donated by the Federzl Government irrespective of where title was originally
vested or where it presently resides; and

(3) Bny portion of the cost of buildings and equipment contributed
by or for the non-profit orgamization in satisfaction of 2 statutory matching
reguirement.

d. Where depreciation method is followed, the period of useful service
{useful life) established in each case for usable capital assets must take into
consideration such factors as type of construction, nature of the equipment
used, technological developmenis in the particuler program area, and the renewal
and replacement policies followed for the individual items or classes of assets
involved. The method of depreciation used to assign the cost of an asset (or
group of assets) to accounting periods shell reflect the pattern of consumption
of the asset during its useiul life.

1
=

the absence of clear evidence indicating that the expected ”onsumpt on of the
et will be significantly g*ﬁateY or lesser in the early portions of its

ul life than in the later t'onu, the streight-line meibhod shell be

umed to be the appropr te thod.

w
w

o I o]

=W
1l
lh

(‘D
(D

Dep:ec;gf on methods once used shall not be ch

anged unless approved in
by the cognizant Federal agency. When the depreciat

a
ior method is introdu
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f. When the depreciation mehod is used for a particular class 2 ez3zets,
no depreciation may be z1lowad on any such assets that, under subparagraph 4,
wouid he wviewed as fully depreciated ugwever, 2 rsasonable use allowance may
me negotiated for such assets if warranted after taking into consideration the
amount of depreciation previously charged to the Federal Government, the
astimated useful life remaining at +ime of negotiation, the effect of any
incrzased maintenance charges or decre sed =fficiency due to age, and any other

[

1 r C a r

factors periinent to the ptilization o he asset for tne Dpurpose contemplated.
g. Where the use allowance method is followed, the use allowance for

buildings and improvement {including land improvements, such as paved parking

arecas, fences, and sidewalks) will be computed at an annual rate not exceeding

two percent of acquisition cost.

The use allowance -for =] 1 omputed at an annual rate not exceeding
six and two-thirds percent of acquisition cost. When the use allowance method is
used for buildings, T© ire building must be treated as a single asset; the
building's componencs .g., plumbing system, heating and air conditioning,
etc.) cannot be segre 4 from the building's shell.

=)
ct
B
b
wn -
o
(0]
(9]

The two percent limitation, howsver, neesd not be applied to eguipment which is

merely attached or fastened fo the building but not permanently fized o it and
which is usad as furnishings or decorations or for specialized purposes (e.q.
dentist chairs and dental treatment units, counters, laboratory henches bolte
to the floor, dishwashers, modular furniture, carpeting, etc.). Such equipmen
will be considered as not being permanently fixed to the building if it can b
removed without the need for costly or extensive alterations or repairs to th
building oxr the egquipment. Equipment that meets these criteria will be subjec
+to the 6 2Z/3 percent eguipment use allowance limitation.

i b Qo

rt (D

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

12. Donations and contributions.

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

b. Donated services received:

30 ATTACHMENT ooV
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(b) The services are supported by a signi
indirect costs incurred by the non-profit organization; and

icant amount of the

The direct cost activity is not pursued primarily for the

{c)
i
benefit of the Federal Government.

(2) In those instances where there is no b
fair m et value of the services rendered, the recipi
i

rk
agpncy shzll negotiate an appropriate allocation of

services.

asis for determining the
ent and the cognizant
ndirect cost to. the

(4) Where donated services directly beneiit a project support
an award, tThe indirect costs allocated to the services will e
part of the total costs of the project. Such indirect costs mey be reimbursed
under the award or used to meet cost shari or matching reguirements

=
Q

{Z) The value of the donated services mzy be used tc meet cest
sharing or metching requirements under conditions described ip Sec. .23 cof
Circular B-110. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the donations so that reimbursement will
not be made. '

c. Domated goods or space.

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

(2} The value of the donations may be used to meet cost sharing or
maiching share requirements under the conditions described in Clrcular A- 110.
Where donations are treated as indirect costs, indirect ccst rates will separate
the value of the donafions so that reimbursement will not be made.

'..J
I'D

13. Employee morea nealth, and welfare costs.

31



rovement
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e 2guizably apporiion 1 acti -
generated Irom: ahy sz actl
ariess such income has been irre jolte
4 Emtertainment CO505 fnsts oF entertainment, inciuding amusemant,
divers i sotivizies and any costs directiy associad ed wizth zuzh

J T
eals, lodging, reniess,

"Capit 1 Expenditures” means sxpenditures for the acguisiztion
sets lequipment, buildings, land), or expenditures to make

apital assets that materially increase their value or useiul

ol st means the cost of the asset including the cost to put it

e isition cost for egquipment, for example, means the net involice

f the zquipment, including :the cost of any modifications, attachments,

r r auxiliary apparatus nscessary to make it usable for the purpcse

~h it is acguired. Ancillary charges, such as taxes, duty, protective irn

ransit insurance, freight, and installation may be 1ncluded in, or nxcludud

om the acquisition cost in acco ordance with the non-profit organization's

gular accounting practices.
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(7) "Eguipment"” means an article of nonexpendable, tangible personel
property having a useful life of more than one year and an acguisition cost
which sguals or sxceeds the lesser of the capitalization level established by

the non-profit organization for financiel statement purposes, Or $5000.

ot

(3} "Spec: al purpose squipment”™ means eguipment which is use
for research, medical, sclentif fic, or other technical activities. Exampl
special purpose equipmenL include microscopes, x-ray machines, surgical
instruments, and spectrometers.

ad only
es of

(4) "General pu:pose eguipment"” means equipment, which is not
mited to research, medical scientific or other technical activities. Examples
claae office equipment and furnishings, modular offices, telephone networks,
nformation technology egquipment and systems, air conditioning eguipment,
eproduction and printing equipment, and motor vehicles.

l

f=-

11 . H

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

— PP
e e e -
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Ox

pursuant ito paragraph 1I.b. {1,
.}‘Yged in the period in which
rnined appropriate by and

(%) Eguipment and other capit
indirect ccsts. However, see Bttachment B, paragraph 11., Depreciation and use
allowance, for rules on the allowability of use allowances or depreciation omn
buildings, capital improvements, and esguipment. Liso, see Attachment B,
paragraph £432., Rental costs of buildings and equipment, for rules on the
allowability of remtal costs for land, buildings, and eguipment.

al expenditures are unallowable &s

(6) The unamortized portion of any eguipment written cff as a result
of z change in capitalization levels may be recovered by continuing to claim the
ozherwise allowable use zllowances or depreciatiow on the eguipment, or by
amortizing the amount to be written off over a period of years megotiated with
the cognizant agency.

nalties resulting f:
o comply with Federal, State,
pt when incurred as a resulf

[
e
d or imstructions in writing from

0.

16. Fines and penalties. Costs of fines and pen

i s of, or failure of the organization t
ws and regulations are unanowaDle exc
nce with specific provisions of an awar

a
the awarding agency.

v

9M]

17. Fund raising and investment management costs.

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

L. Costs of investment counsel and staff and similar expenses incurred
olely to enhance income from investments are unallowable. i
c. Fund raising and investment activities shall be allocated an

appropriate share of indirect costs under the conditions described in
subparagraph B.3 of Attachment B.

18. Geins and losses on depreciable assets.
{1) Gzins and lcsses on sale, retirement, or other disposition of

<
Lable property shazll be included in the year in which they occur as
cr charges to cost grouping({s) in which the depreciation applicable to

[WN)
(W8}
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The amount

ToOnidL T oaonn
j 35 is proces z )
acooun- and ls reflected in the depreciation allowable under paragraph :l
‘h: The property is given in erxchange as part oi Lhe purcthase
vrice of & similar ifem and the gain or loss is taken into account in

determining the depraciation cost basis of the new item.

to maintain permissible

0ss resulzs from Eh° fai 2
nt B, paragraph 2Z.

[Ke i
wise provided in Attachm

)y R

lL‘ l>~'

insurance, =272cept as fokuts!

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

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

b. Gains or losses of any nature arising from the s
property other than the property covered in subparagraph a
computing award costs.

19. Goods or services for po*sonal use. Cost
personal use of the organizat ion's employeses
whether the cost is reported as taxable income to

20. Housing and personal living expenses.

ousing -(e.g., depreciation, maintenance, utilities,

te. ), houswno allowances and personal living ezxpenses foxr/of
fficers are unallowable as fringe benefit or indirect coSsts
r the cosL is roborted as taxable income to the QleoyM

21. 1Idle facilities and idle capacity.

5 Bs used in this section the following terms have the meanings set fort

jan

{1} "Facilities" means land and buildings or any portion thereof,
squipment individually or collectively, or any other tangible capital asset,
Nersver located, and whether owned or leased by the non- prorlt organization.
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Eald 4 e £ mu sh2ft be
sSnouid be used if it can De shown thet This amount of usage woulsc normally ne
expected for the type oI facility inveclived.

mainienance,

interest, pIro

{

Z

j Zlthough not necessary to meet fluctuations in worklocad, they
were necessary when acguired and are now idle because of changes in program
reguirements, efforts to achieve more economical operations, reorganization,
termination, or oCher causes which could not have been reasonably foreseen.
Under the exception stated in this .subparagraph, costs of idle facilities are
zllowable for a reasonable period of time, ordimarily not to exceed one year,
depending on the initiative taken to use, lease, or dispcse of such facilities

c. The costs of idle capacity are normal costs of doing business and are =z
factor in the mormal! fluctuations of usage or indirect cost rates from period to
eriod. Such costs are allowable, provided that the capacity is reasonably

duction or elimination by use on other Federal awards, subletting, renting, or

le, in accordance with sound businsss, economic, or security practices.
Widespread idle capacity throughout an entire facility or among & group of

se i1

ts having substantially the same function may be concidered idle Iact

ities.

22. Insurance and indemnification.

2. Insurance includes insurance which the organization is reguired to
carry, or which is approved, under the terms of the award and any other
insurance which the organization meintains in connection with the general
conduct of its operations. This paragraph does not apply to insurance which
represents fringe benefits for employees (see subparagraphs 8.9 and 8.1(2)).

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

{2} Costs of other insurance maintained by the corganization in
connection with the general comduct of its operations are allowable subject to
the following limitetions: '

{2} Types and extent of coverage she
sound business practice and the rates and premi
circumstances.

1 be in accordance with
1 be reasonable under the
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(27 Zosts of insurance :
€ similar responsibil

other employess nolding po io i
r nce represents additional
st
i

5 the extent that the 3 a
subparagraph 8.g(41]. The cos
identified as the beneficiary

(f] 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
liability insurance is an allowable cost of Federal research programs only to
the extent that the Federal research programs involve human subjects or training
0f participants in research technigues. Medical liability insurance cOStS shzall
be treated as a direct cost and shall be assigned to individual projects based
on the manner in which the insurer allocates the risk to the population coverad

Q

by the insurance.

{3) BActual losses which could have been covered by permissible
insurance (through the purchase of insurance or 2a self-insurance progdgram) are
unallowable unless expressly provided for in the award, except:

{a) Costs incurred because of losses not covered under nominal
F=} ey

deductible insurance coverage provided in keeping with sound business practice
are allowable.

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

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

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

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

~
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cllowing:

(p) B statement as to why current facilities are not adesguete
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planned future use of the facility

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

for the facility

(g}
nformation and statem

2 summary of the building contract with estimated cost
ment of source and use of funds

(f) B schedule of planned occupancy dat

{2) Foxr facili

ities costing over $500,000, the non-proiit
organization prepares, prior

to the acquisition or replacement of the facility,

e lease/purchase zna 1ysis in accordance with the provisioms of Sec. _ .30
through .37 of Circular 2-110, which shows that z financed purchase or capltal
lzase is less costly to the organization than other leasing zlternatives, on a

net present velue basis. Discount rates used should be egual to the non-profi
organization's anticipated interest rates and should be nc higher than the feir
marYe* rate svailable to the non-profit organization Irom an unrelated ("arm's
length”) third-party. The lease/purchase analysis shall include 2 comparison of
the net present value 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 associated with purchasing the facility shall
include the estimated purchase price, anticipated operating and maintenance
costs (including property taxes, if applicable) not included im the debt
financing, less any estimated asset salvage value at the end of the period
defined above. The cost comparison for & capital lease shall include the
estimated total lease payments, any estimated bargain purchese option, operating
and meintenance costs, and taxes not included in the capital leasing ,
arrangement, less any estimated credits due under the lease at the end of the
period defined above. Projected operxating lease costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rates under
rental agreements that would be renewed or reestablished over the period defined
above, and any expected maintenance costs and allowable property tazes to be
borne by the non-profit organization directly or &s part of the lease
arrangement.

r‘1‘
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0r al cost analysis regui E]
o)) ieass is determined to be less costly thian purchasing through debt
f£inancing, then reimbursement IS limited o the amount determined if leasing had
hesr used. In all cases where a izass/purchase analysis is periormed, Federal
reimbursement shall be based upon the least expensive aliernative.

{%; Non-profitf organizatlons are also subject to the following

conditions:
{a) Inter
acquired beiore oOr reacquired after

(b} Interest attributable to fully depreciated assets It
uriallowable.

(c} For debt arrangements over $]1 million, u
zation makes an initial eguity contribution to the
or more, non-profit organizations shall reduce cla
mno

+

b

n amount esqual to imputed interest earnings on ex
which is to be calculated as follows. znnually, non-proiit organ &
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. tor 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. Outflows
consist of initial equity contributions, debt principal payments {less the pro
rata share attributable to the wnallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative outflows, interest shall be
calculated on the excess inflows for that period and be treated as a reduction
to allowable interest ezpense. The rate of interest to be used to compute
earnings on excess cash Ilows shall be the tnree month Treasury Bill clesing
rate as of the last business day of that month.

cash flow,
zations sh

(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 financing, and the depreciation and interest charged to date may reguire
negotiation and/or downward adjustments of replacement space charged to Federal
programs in the future.

, (2} The allowable costs to acquire facilities .and equipment
are limited to a fair market value available to the non-profit organization from
an unrelated ("arm's length") third party.
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1 985S that have again come to be held by

the organization, wnether through repurchase oY refinancing. It does not include
zssets acquired to replace older assets

{2y Initial equity contribution means the amount or value oif
contributions made by non-profii organizations for the acquicition of the aeset

or prior to occupancy of facilities.

(3) Asset

. costs means the capitalizable costs of an asset, including
construction costs, acquisition costs, and other such costs capitelized in
accordance with FAAL
24. Labor relations costs. Costs incurred in meintaining satisfactory
relations be ween the organization and its employees, inclu £

& T
management committees, employee publications, and othe related activities a
i

a. MNotwithstanding other provisions of this Cixcu
with the following activities are unallowable

i1l) ERitempts to ‘nfluence the outcomes of any Federzl, Stat

, e, or
local election, referendum, initiative, or cimilar procedure, tnzough in kind or
cash contributions, endo_hementu, publicity, or similar activif

rl
<

{2) Establishing, administering, contributing to, OI paying the
expenses of a political party, campeign, political action committee, or other
tion established for the purpose of influencing the outcomes of

(3) Zny attempt to influence: (i) The introduction of Federal or
State legisglation; or {ii) the enactment or modification of any pending Federal
or State legislation through communication with any member OI employee of the
Congress or State legislature (including efforts to infliuence State or local
officiels to engage in similar ;obbyvng activity), or with any Government
fficial or employee ip connection with a decision to sign or veto enrolled

legislation;

(¢) Bny attempt to influence: (i) The introduction of Federal or
ati or (iil)} the enaciment or modification of any pending Federal
:slsztion by preparing, distributing or using publicity or

———
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‘17 Providing a technical and factual presentation of informatiorn on
a topic dirsctly related to the performance of @ grant, contract or other
agresment through hearing testimony, statements or letiers to the Congress or &
Statz legislsture, or subdivision, member, or cognizant staff member thereof, a0
resporss to a documentad reguest (including a Congressional Record notice
requesting testimony or statements for he record at a regularly scheduied
hearing) made by the recipient member, legislative body or subdivision, or &

[=)

cognizant staff member thereof; provided such information is readily obtainable
and can be readily put in deliverable form; and further provided that costs
under this section for .travel, -lodging or meals are unallowable unlass incurred
to offer testimony at a regularly scheduled Congressional hearing pursuant to @
itten reguest for such presentation made by the Chairman or Ranking Minority
Member of the Committee or Subcommitiee conducting such hearing. ‘

5
g

{2) Bny lobbying made unallowable by subparagraph 2(3) to iInfluence
State legislation in order to directly reduce the cost, or to avoid material
impairment of the organization's authority to perform the grant, contract, O
other agreement.

o be undertakan

2) Bny activity s ecifically authorized by statute
0 act ¢}

with funds from the grant, c<ontr ther agreement.

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

accordance with the procedures of subparagraph B.3 of Attachment A.

12) Organizations shall submit, as part of the annual indirect cost
oposal, a certification that the reguirements and standards of this
ph have been complied with.

[
Iallie
L H

e
L w
parag

4e

anizations shall maintain adeguate records to demonstrate

{3} Oxg
that the determination of costs as being allowable or unallowable pursuant to
paragraph 25 complies with the requirements of this Circular.

(4) Time logs, calendars, or similar records shall not be required
+o be created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying (as deiined
in subparagraphs {(a) and (b)) 25 percent or less of the employee's compensated
hours of employment during that calendar month, and (2) within the preceding
five-year period, the organization has not materially misstated allowable or
unallowable costs of any nature, including legislative lobbying cecsts. When
conditions (1) and (2) are met, organizations are not required to establish
records to support the allowabliliy of claimed costs in addition to records

4 e e N
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26. Losses on oiher sponsored agreements or contracts. Any excess of ¢
over income on any award is unellowable zs a cost of any other award. This
includes, but is not limited to, the organization's contributed portion by
reason of cost sharing agreements or any under~recoveries through negotiation of
lump sume for, or ceilings omn, indirect costs.

27. Meintenance and repair costs. Costs incurred for necessary maintenance
repair, or upkeep of buildings and eguipment (including Federal { 1
otherwise provided for) which neither add to the permanent va
nor appreciably prolong its intended life, but keep it in an ef i )s)
condition, are zllowable. Costs incurred for improvements which add to the
permanent value of the buildings and equipment or appreciably prolong thei
intended life shall be treated as capitzl expenditures (see paragraph 15)

28. Materiels and suppliess costs.

£ -~

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

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

c. Only materials and supplies actually used for the performance of a
Federal ward may be charged zs direct costs. : '

ally—donated or furnished materizls are used in performing
award, such materials will be used without charge.

ATTACHMENT .2
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~. Costs of membership in any civic or community organization are
allowable with prior approval by raderal cognizant agency.

d. Costs of membership in any country club or social cr dining club OI
organization are unallowable.

Organization costs. Expenditures, such as incorporation fees, Db
s, fees to promoters, organizers oOr management consultants, attorneys,
ountants, or investment counselors, whether or not employees of th
anization, in connection with establishment or reorganization of an
anization, are unallowable ezcept with prior approval of the awarding agency.

O O © th W
O 0 =
aa Qg o -
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32. Page charges in professional journals. Page charges for professional
iournal publications are allowable as a necessary part of research c©osts, where:
9

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

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

33, Participant support costs. participant support cests are direct cosis ior
items such as stipends or subcistence allowances, travel allowances, and

registration feces paid to or on behalf of participants or trainees {but not
employees) in connection with meetings, conferences, symposia, or training
projescts. These costs are allowable with the prior approval of the awarding
agency.

34, Patent costs.

2. The following costs relating to patent and copyright matters are
llowable: (i) cost of preparing disclosures, reports, and othar documents
equired by the Federal award and of searching the art to the extent necessary
o make such disclosures; (ii) cost of preparing documents and any other patent
costs in connection with the £iling 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 emplioyee agreements {but

ct F o
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{Zz) Coste in CONNEC iith and Lrosecuting any forxeign
paTent application, or any United States paitent aprpliicetion, where the Federal
award does not require conveying tTitle or z royslty-free license to the Federal
Government (but see paragraph 45., Royzlties and other costs for use of patents

35 Plant and homeland security coste. Necessary and reasonable expenses
incurred for routine and homeland security to protect facilities, personnel, and
worl products azre allowable. Such costs i1c7udo but are not limited to, wages
and uniforms of personnel engaged in security activities; eqguipment; barriers;
contractual security services; consultants; etc. Capiteal expenditures for
homeland and plant security purposps are sukbject to paragraph 15., Eguipment &and
other capital expenditures, of this Circular

36. Pre-agreement costs. Pre-award costs are those incurred prior to the
effective date of the award directly pursuani to the negotiation and in

anticipation of the award where such costs are necessary to comply with the
proposed delivery schedule or period of perfecrmance. Such costs are allowable

only to the extent that they would have been allowablie if incurred after the
date of the award and only with the writien approval of the awarding agsancy.
37. Profescional services costs.

a. Coste of professional and consultant services rendered by persons who
are members of a particular profession or possess a special skill, and who are
not ofificers or employees of the non- prOT‘t crganization, azre alliowable, subject
£% subparagraphs b and £ when reasonable in relation to the services rendered
and when not contingent upon recovery of the costs from the Federal Government
In addition, legel and related services are limited under Attachment B,
paragraph 10 '

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

(1) The nature and scope of the service rendered in relation to the

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

The past pattern of such costs, particularly in the years prior
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rermination provisions).

c. In addition to the factors in subparagraph b, ratainer feas t
allowable must be supported by evidence of bona fide services availabl
renderad '

O
121

38. Publication and printing costs.

a. DPublication costs include the costs of printing {including the
rocessas of composition, plate-making, press work, binding, and the end

o ts produced by such processes), distribution, promotion, mailing, and
1 handling. Publication costs also include page charges in professional
a

b. If these costs are not identifiable with a particular cost obijec
they should be allocated as indirect cosis o 21l benefiting activities
non-profit organization.

)

c. Page charges for professional journal publications are allowable as 2
necessary part of research costs wheare:

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

evied impartially on all research papers

(2} The charges are 1
published by the journal, whether 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. PReconversion costs. Costs incurred in the restoration or rehabilitation of
the non-profit organization's facilities to approximately the same condition
existing immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable. ’
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b. In publications, costs of help wanted advertising that includes czclor,
es advertising materiel for other than recruitment purposes, or is

c ve in size (taking into consideration recruitment purposes for which
intended and normel organizational practices in this respect), are unallowable.

c. Costs of help wanted advertising, special emoluments, fringe b
and salary allowances incurred to attract professionel personnel from ot
organizations that do not meet the test of reasonableness or do not conf
the established practices of the organization, are unzllowable.

d. Where relocation costs incurred incident to recruitment of =z
employee have pbeen allowed either as an allocable direct or indirect cos
the newly hired employee resigns r reasons within his control within t
months after being hired, the organization will be regquired to refund cor cr
such relocation costs to the Federal Government. '

I-h
o

42. Relocation costs.

2. Relocation costs are costs incident to the permanent change of duty
assignment {(for an indefinite period or for z stated period of not less tha

=]
I
~o

L
months) of an existing employse or upon recruitment of a new employee.
Relocation costs are allowable, subject tc¢ the limitation described in
subparagrapis b, ¢, and d, provided that:

{1} The move is for the benefit o

Hh

the employer.

(2) Reimbursement to the employee is in accordance with an
established written policy consistently fcllowed by the employer.

{3) The reimbursement does not exceed the employee's actual (or
reasonably estimeted) expenses.

b. Allowable relocation costs for current employees zre limited to the
fcllowing:

{1} The costs of transpertation of the employee, members of his
amily and his household, and personal effects to the new location.

-
)
o8
I._l.
W
ot
[
1-h
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+d* Tne gontinuing OSSO homs
s7-ar ~he settlement or lease date of sUZh 25
masntenance of huildings and grounds |
Ltslities, Gtaxes, and property insurance

and reasonable expenses normally incident to.

£ canceling an unexpired lease; disconnecting and
. ances, and purchasing insurance against loss of or
The cost of canceling an unexpired lease is
monthly rental.

c. Allowable relocation coOStS for new employees are limited to those
ribed in (1) and (2) of subparagraph b. When relocation costs incurred
dent to the recruitment of new smployees have been allowed either as a
¢t or indirect cost and the employee resigns for reasons within his control
in 12 months after hire, the organization shall refund or credit the Federal
rnment for its share of the cost. However, the costs of travel to an
verseas location shall be considered travel costs in accordance with paragraph
0 and not relocation costs for the purpose of this paragraph if dependents are
o)

f

t permitted at the location for any reason and the costs do not include costs
+ransporting housshold goods.

d. The following COsStisS related to relocation are unallowable:

bt

{

i Fees and other costs associa-ed with acquiring a new home.

} B loss on the sale of a former home.

—~
[

(3) Continuing mortgage principal and interest payments on a home

Tncome taxes paid by an employee related to reimbursed

43. Rental costs of buildings and equipment.

a. Subject to the limitations described in subparagraphs b. through d. of
his paragraph 43, rental costs ars allowable to the extent that the rates are
casonable in light of such factors as: rental costs of comparable property, if
any; market conditions in the area; alternatives available; and, the type, life
expectancy, condition, and value of the property leased. Rental arrangements
should be reviewed periodically to determine if circumstances have changed and

other options are available.

it

[

b. Rental costs under “sale and lease back” arrangements are allowable
o to the amount that would be allowed had the mon-profit organization

only u
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trusts, or similer arrangements in which chey hold & contro : r
example, & non-profit organizavion may establish a separate co The
sole purpose of owning property and leasing it back to the non

organizalion.

d. Rental costs under lezses which ere reguired to be treated as capital
leases under GBEEP are allowable only up to the amount (as explained igp
subparagraph b) that would be zllowed had the non-profit organization purchased
the property on the date the lease agreement was executed. The pfovisions of
Financial Accounting Standards Board Statement 13, Accounting for Leases, shall
be used to determine whether a lease is a capital lease. Interest costs related
to capital leases are allowable to the extent they meet the criteriz in
subparagraph 22. Unzllowable costs include amounts paid for profit, management
fees, and taxes that would not have been incurred had the non-profit
organization purchased the facility.

44, Royzlties and other costs for use of patents and copyrights

a. Royalties on a patent or copyright or amortization of the cost of
acguiring by purchase a copyright, pafent or rights thereto, necessary for the
proper periormance of the award are allowable unless:

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

[7) The patent or copyright has been adjudicated to be invelid, or
hzs been administratively determined to be invalid.

(2) The patent or copyright considered to be unenforceable.

3]

]

expired.

{4} The patent or copyright

b. Special care should be exercised in determining reasonableness where
es may have arrived at as & result of less-than-arm's-length
[=]

1) Rovalties paid to persons, including corporations, affiliated
with the non-profit organization.

cluding corporations,

(2) yalties paid to unaffiliated parties in
Federel award would be

under an agreenenL entered intc in contemplation that
made .

[\ U]

47 PAGE . 1. OF S5 . PAGES




ing and marketing any products or
ura.lowable {unless allowed underx

~ rzlations cost. Howaver, these

44. Specialized service facilitiles.

8 The costs of sarvices provided by highly complex or specialized
facilities operated by the non-profit organization, such as compuie
tunnels, and reacrors are allowable, provided the chargss for the

he conditions of either 46 b. or c. and, in addition, take inzo
items of income or Federal financing that qualify as applicable ¢
pttachment A, subparagraph A.5. of this Circular.

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

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

3. Under some extraordinary clrcumstances, where it is in the best
interest of the Faderal Government and the institution to establish alternative
costing arrangements, such arrangements may bz worked out with the cognizant
Federal agency.

47. Taxes.

a. 1In general, taxes which the organization is required to pay and which
are paid or acc d in accordance with GAAP, and payments made to local
governments i jeu of tawxes which are commensurate with the local government
services received are allowable, except for (i) tazes from which exemptions are
available to the organization directly or which are available to the
organization based on an exemption afforded the Federal Government and in the

hen €
{

= K
- ©
0]

latter case W hie awarding agency makes available the necessary exemption
certificates, i) special assessments on land which represent capical
improvements, and (iii) Federal income taxes.

b. Any refund of taxes, and any payment to the organization of interest
thereon, which were allowed as award costs, will be credited either as a cost

reduction or cash refund, as appropriate, to the Federal Government.
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. of items reasonlably usaple oL The non-proflt organiczaticn’'s
orher work sheall not be ailowable uniess zhe non-profit crganization submits
evidence —hat it would not retain such items at ¢St without sustaining a loss
in deciding whether such items &re reasonably usable on oTner work of the non
profit corganization, the awerding agency should concsider tThe non-profit
crganizetion's plans and orders for cur v and scheduled activity.
Contemporaneous purchases of common items by the non-profit corganization shall
be regarded as evidence that such izems are reasonably sable on the non-profit

crganization's other work. Any acceptance of common items as zllocable to the
terminated portion of the Federal award shzll be limited to the extent that the
guantities of such items on hand, in transit, and on order are in excess of the
rzzsonable guantitative reguirements of other work.

particular case, despite all reasonable efforts by the non-

zation, certain costs cannot be discontinued immediately after the

e of termination, such costs are generally allowable within the

et forth in this Circular, except that any such costs continuing
ermination due to the negligent or willful failure of the non-profit

ganization to discontinue such costs shall be unalliowable.

c. Loss of useful value of special tooling, machinery, and is generally

(1) Such special tooling, specizl machinery, oOr eguipment 2
rezsonably capable of use in the other work of the non- profit organization,

{2) The interest of the Federal Government is protected by transie
of title or by other means deemed appropriate by the awarding agency, and

(3) The loss of useful value for any one terminated Federal award is
limited tc that portion of the acquisition cost which bears the same ratio to
the total acguisition cost as the terminated portion of the Federal award bears
to the entire terminated Federzl award and other Federal awards for which the
specizl tooling, specizl machinery, or equipment was acquired.

d. Rental costs under unexpired leases are generally allowable where
clearly shown to have been reasonably necessary for the performance of the
terminated Federal award less the residual value of such leases, if:

{1) the amount of such rental clazimed does not exceed the reasonable

use value of the property leased for the period of the Federal award and such
r

further period as may be reasonable, and
12} the non-profit organization mekes &ll reaso onable efforts to
terminate, ass;gn settle, or otherwise reduce the cost of such lease. There
1 £ ra ezs

z1so mey be included the cest of slterations of such 1 ed property, provided

o
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e Foderal award, unlezs the Lerminetion =S for default ‘sze Subpart

Cirourar B-110%; and
(p) The %fermination and settlemen- of subawards.

{2} Reasonable costs for the st ge, transportation, protection,
and disposition of property provided by the F deral Government or acguired or
produced for the Federal award, except when grantees Or contracitors are
reimbursed for disposals at a predetermined amount in accordance with 3Subparts
.32 through .37 of Circular 2-110.

o]
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(3) Indirect costs related to salaries and wages incurred as
t expenses in subparagraphs (1) and (2). Normally, such indirect costs
be limited to- fringe benefits, occupancy cOSt, and immediate supervision.

£, Claims under sub awards, including the allocable portion of claims
which are common to the Federal award, and to other work of the non-profit
organization are generally allowable.

in appropriaze share of the non-profit organization's indirsct expense may be
allocated :to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with the basic
guidelines contained in Attachment A. The indirect expense SO allocated shall
eyzclude the same and similar costs claimed directly or indirectly as settiement
expenses.

49. Training costs.

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

b. Costs of part-time education, at an undergraduate or post-graduate
college level, including that provided at the organization's own facilities, are
z2llowable only when the course or degree pursued is relative to the field in
which the employee is now working or may reasonably be expected to work, and are
limited to:

(1) Training materials.

(2) Textbooks.
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c. Costs of tuition, fees, treining materials, and textbooks {(but not
subcistence, salary, or any other emcluments) in connection with full-time
education, including that provided at the organization's own facilities, at a
post-graduate (but not undergraduate) college level, are zllowable only when the
course or degree pursued is related to the field in which the employee is now
working or may reasonably be expected to work, and only where the costs receive
the prior approval of the awarding agency. Such costs are limited to the costs
attributable to a total period not to exceed one school year for each employee
so trained. In unusual cases the period may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
specialiﬂed programs sDeCWEically designed to enhance the efiectiveness of
executives or managers or to prepare employees for such positions are allowable.
Such costs include enrcllment fees, training meterials, textbooks and related
charges, employees' salaries, subsistence, and travel. Costs zllowakle undex
this paragraph do not include those for courses that are part of z degree-
oriented curriculum, which are zllowable only to the extent set forth in
subparagraphs b and c.

e. Maintenance expense, and normal depreciation or fair rental, omn
acilities owned or leased by the organizetion for training purposes zIe
allowable to the extent set forth in paragraphs 11, 27, and 50.

1_

f. Contributions or donations to educationazl or training institutiomns,
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 zllowed with pricr approval of the awarding
agency. To be considered for approval, the organization must demonstrate that
such costs are consistently incurred pursuant to an established training and
education program, and that the course or degree pursued is relative to the
field in which the emplbyee is now working or may reasonably be expected to
work.

50. Tranmsportation costs. Transportation costs include freight, express,
cartage, and postage cha rges Telating either to goods purchesed, im process, or
delivered. These costs are allowable. When such costs can readily be identified
with the items involved they mey be directly cherged as tramsportetion cosis or
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3 General. Travel Costs are the 2XpPenses for transporiation, lodging,
subps.stence, and related ltems incurred by employees who are in travel status on
off:cial business of the non-profit Drgarlzation Such costa may be charged o0
ar actua, c£OSt basis, on & per diem or mileage masis in lxeu of actuel
incurred, or on & combination of “he two, provided the method used is e
an entire trip and not to selectad days of the trip, and results 1ln charges
consistent with those normally allowed in like circumstances in <he non-profit

- _ ~ -

bh. Lodging and subsistence. Costs incurred by employees and offic
travel, including costs of lodging, other subsistence, and incidental exp
shall be considered reasonable and allowable only to the extent such cos:is do
not exceed charges normally allowed by the non-profit organization in its
regular operations as the result of the non-profit organization’s written travel
policy. In the absence of an acceptable, written non-profit organization policy
regarding travel costs, £he rates and amounts established under subchapter 1 of
Chapter 57, Title 5, United States Code (“Travel and Subsistence Expenses;
Mileage Allowances”), or by rhe Administrator of General Services, or by the
president (or his or hex designee) pursuant to any provisions of such subchapter
shall apply to travel under FTederal awards (48 CFR 31.205-46(a)) .

. Commercial air travel.

(1) Airfare costs in 2xCess of the customary standard commercial

airfare (coach or egquivalent), Federal Government contract airfare (where
authorized and available}, or the lowest commercial discount airfare are
unallowable except when such accommodations would: (a) reguire circuitous

routing; {b) reguire travel during unreasonable hours: {c) ezxcessively prolong
travel; (d) result in additional costs that would offset the transportation
savings; or (e) otffer accommodations not reasonably adequate for the traveler's
medical nseds. The non-profit organization must justify and document these
conditions on a case-by-case basis in order for the use of first-class airiare
to be allowable in such cases.

(2) Unless a pattern of avoidance is detected, the Federal
Government will generally not guestion a non-profit organization's
determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the non-profit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; or (b) that it is the non-profit organization’s overall practice
o make routine use of such airfare. ’

d. Air travel by otler than commercial carrier. Costs of travel by non-
profit organization-owned, ~-leased, or -chartered aircraft include the cost of
lease, charter, operation {including personnel costs), maintenance,
depreciation, imsurance, and other related costs. The portion of such costs
that exceeds the cost of allowable commercial air cravel, as provided for in
subparagraph} ¢.. is unallowable.

— ~.
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Bevrospace Sorpsration, Bl Segundo, Calilornia
American Institutzs of researcn (RIP}, Washington o.C.
Argonna MeTional Lanoeratory, Thicege, I1llinciz

-omic Casualty Commission, Weshington, D.C.

irtute, Headguarzered in Zolumbus, Ohio

Ba--alle Memorial

Brookhaven Mational Laboratory, Upzon, New York
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yraper Labkoratory, incorporated, Campridge, Massachuset
‘CNR Corporation (CNAC), nlexandria, Virginia

tu-e of Michigan, Ann Arbor, Michigan

Georgia Institute of Technology/Georgia Tech 2pplied Research Corpoxation
Georgia Tech Research Tnstitute, Atlanta, Georgla

Hanford Environmental Health Foundation, Pichland, Washington

Institvute of Gas Technology, CThicago, Illinois
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Mitretek Systems, Inc., 7alls Church, Virginia
National Radiological Astronomy Observatory, Green Bank, West vVirginia

National Renewable Enzrgy Laboratory, Golden, Colorado

esearch Triangle Institute, Research Triangle Park, North Carolina
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Riverside Resesarch Imstitute, New York, New York

South Carolina Research Buthority (SCRA), Charleston, South Carolina
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fecti anda
Circu dire
1896, TO 2
. B%T spas

The sta in this Circular that sadersl agencies shall
appiy Lo non- shall be adopted DY Federal agemncies in codifi
regulations no days alter puklication of this final revision
in the Federal nat chey will apply to audizs of fiscal years
beginning after with the exception that § 305 (b) of the
Bc-achment applie udics of fiscal yesars peginning after June 30, 1338.
The raguirements O cular 2-128, although the “1”ﬁular is rescinded, and
the 1290 version of Circular %-133 remain in effact ior audits of fiscal years
beginning on OY before June 30, 19396.

The revisions published in the Federal Register June 27, 2002, are
ecfective for fiscal ysars ending afcer December 31, 2002, and early
implementation is not permitted wich the exception of the definition of

dit which is effective July 28, 2003.

oversight agency for au

Attachment

augustine T. Smythe
Acting Director
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-hat =2xp=nds Taderal awards which

public accountant or a Faderal,

Auditor m=a
staze or local 3o ion, which measts the general
standards specifi: government auditing standards
(GAGAS) . The teX = internal auditors of non-profiz
organizations.

budit finding means deficiencies which the auditor 1is requlréd by
§ 510 (a) co report in the schedule of findings and guestioned cOSts.

CFDA numb=r means the number assigned to & rederal program in the
Ccatalog of Federal Domeslic Assistance {CFDA) . )

cluster of oprograms means 2 grouping of closely related programs that
common compliance reguiremencs. The types of clusters of programs are
ch and development (R&D), student financial aid (SFA), and other

r ngther clusters" are as defined by the Office of Management and
oMB} in —he compliance supplement or as decignated by a State for

1 awards tcthe 5tate provides o i-e subrecipients that mest the

nition of a cluster of programs. #When designating an w“sther cluster," 2
crate shall identify the rederal awards included in the cluster and advise the
subrecipients of compliance reguirements applicable to the cluster, consistent
with §__ .400(d) (1) and §__ .400(d) (2). respectively. A cluster of programs
shall be considered as one program for determining major programs, as
descripbed in §__ _.320. and, with the exception of R&D as described in
5_”_.200(c), whecher a program-spec c audit may be elected.

coonizant agencyv for audit means the Federal agency designated to carry
out the responsibilitiss described in § 400 (a) -

rompliance supplement refers to the Circular A-133 Compliance

supplement, included as nppendix B €O Circular A-133, OT such documents as
AvS or its designee may isgue to replace it. This document is svailable irom

the Government Printing nEfice, Superintendent of Documents, Washingtom, ple
20402-9325. :

Corrective action means action taken by the audicee that:
(1) Correscts identified deficiencies;
(2j Produces recommended improvements; OI

s that audit findings are either invalid or do not

3) Demonstrate
di tion.

( 1
warrant audicee ac

dersl agency has the same meaning as the term 2dench in Section 351/

Fe
of title 5, United States Code.

raderal sward means rederal financial assistance and Federal cost-
reimpursement contracts that non-Faderal sentities receive directly from
rederal awarding agencies oY indirectly from pass-through antities. It does

W

Ry
>
")
m
=
0
il
VN
UV
<
>
a
m
W




1CE LHEL NOL- jerz. entlit
rec e, loarn gueranlees, prope
‘ln ‘& agresements, ANTEYe3T
gub Proprrartions, and oTney
ase I 25 Yeimpursement Ifor
ser g 203 (h) amnd E 206314
2ntiTy acssigned & £ingis
amber
12) When no CFDE number is zssigned, zll Fedsral averds from the same
agency madse for the same purpose should be combined and considered ons
program
(3) Notwithstanding paragraphs (1) and a
cluster of programs. The tyvpes of clusters of
(1) Pesezrch and development (R&D);
(ii) Student financizl aid (SF2); and
i} "Other clusters," as described in the cefirpition of cluster
is section

overnment anditing stan
& Btates, which are appli

ted accounting principles has the meaning specified in
uditing standards issued by the Zmerican Institute of
ountants (LICDL)

gn tLribe means any indian tribe, band, nation, or other corganized
ommunity, including any Llaskan Native village or regionzl

c gl or

g
village corporation (as defined in, or established under, the Alaskan Native
Claims Settlement Act) that is recognized by the United States igible for
the special programs and services provided by the Un iane

because of their status as Indians.

Interpal contrcl means
other personnel, designed
achievement of objectives

(2 ability of
iz} Compliance wit

i

\ e = ~c L2 parEc
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mens o° Tne Iollowing objecTives

1i1)  Maintain accouncabilicty ovar ass

{iii) Demonstirate complizance with laws, regulations, and other
comp!rance reguirements;

(2) Transactions are executed in compliance with:

(1) Laws, ragulations, and the provisions of contracts or grant
agresments that ~ould have a direct and material effect on a #=deral program;
and

(i1) Any other laws and regulations that are identified in the
-ompliance supplement; and

(3) Funds, property. and other assets are safeguarded against loss

from unauthorized use OF disposition.

oo

io0an means a rederal loan Or loan guarantee received or administersd by
a non-Federal entity.

1ocal goverpment mesns any unit of local govermnment within a State,
including a county, porough, municipality, city, town, township, parish, local
publiic authority, special district, school district, intrastate districz,

=
council of governments, and any other instrumentality of local government.

Mador prodgram means & Federal program determined by the auditor to be a
major program in accordance with § .520 or a program identified as & major
program by a Federal agency OT pass-through entity in accordance with
§ .215(c) .

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

Non-Federal eptity means & gtate, local government, OT non-profit
organization. )

Non-profit organization means:

(1) any corporation, trust, association, cooperative, or other
organization that:

(1) Is operated primarily for scientific, educaticmal, service,
charitabie, or similar purposes in the public interest;

(1ii) Is not organized primarily for profit; and

(iii) Uses its net proceads to maintain, improve, OT expand its
operations; and

) The term non-profit organization includes non-profit institutions
r education and hospitals.
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award Tg & subrecipient

Program-specific audit meeans an audit of one Federal program zs provided

for in § .200(c) and § .235.

cost means 2 <ost that i1s guestiocned by the auditor because

Which resulted from

) & viclation or possible viclation of a
provision of a law, regulation, contract, grant, cooperative sgreement, or
other agrsement or document governing the use of Federal funds, including
funds used to match Federzl funds;

sts, at the time of the audit, are not supporied by

(3) Where the costs incurred appe
the actiomns & prudent person would take

o

Recipient means & non-Fed

e izrz]l entity that expends Federzl awards
received dlrectly from & Federzl awarding agency to carry out a Federzl
X Ogram.

j 2 :
znd ap a T i & non-
Federa ity. S i d as a o 4 toward
fuller scientific knowledge or understanding of the sub]ect stucdied. The term
research also includes activitiﬂs lnvolving the treining of individuals in
research technigques where sy t'e 1 C ies as other
research and development act a not included
in the instruction function se of knowledge
end understanding gained from research d;rected toward the production of
useful meterials, devices, sysiems, or methods, including design and
‘development of proictypes and processes.

t which includes both the entity's financial
s ac described in § .500.

ate of the United S5t Colam
ico, the Samoa, The
Mzr:zne rv ¢f the
7 [

ATI’ACHMENT ...... o
PAGE . 2% pAGES




de.ned L7
S-ud ncia s o general zzugent
Ince d by Eigher Education hot
3, & . 1070 2T sdminis=ered by the
2Dar zducation, and simil ided by other raderzi
not include programs sllowships ©r similar
studepts on & COMDETL oy speciiied sTudiss or
Subrecipisnt means a nor-Federai entity that expends rederal awards
renzived {rom a pass-through entity to carry out a Federal program, Dut doeas
not include an individual that is a peneficiary of such a program. A
subrecipient may also be a recipient oi other Faederal awards directly from @&
Federal awarding agency. Guidance on distinguishing hetween a subrecipient
and a vendor is provided in § 210. )

o the types of compliance
t Examples include:
s/cost principles: cash
ort, earmarking; and,

Tvpes of compliance requirements refer
reguirements 1isted in the compliance supplem
le
0

setivities allowed or unzllowed; allowab

management/ eligibility: matching, level
reporting

Vendor means & dealer; distributor, merchant, of other seller providing
are required for the conduct 0f & Federal program.

goods or sarvices that
Trese goods oOr services may be for an organization's own use OI for the use of
peneficiaries of the Federal program. ndditional guidance on distinguishing
herween a subrecipient and a vendor is orovided in § .210.
Subpart B—-2udits
§ .200 audit requirements.

(a) pudit recguired. Non-Federal esntities that expend $300, 000

(3500,000 for fiscal years ending after December 31, 2003) or more in a year
in Pederal awards shall have a single oI program-specific audit conducted ior
that year in accordance with the provisions of this part. Guidance on
determining Federal awards expended is provided in §___ .205.

(b) single audit. Nop-Federal entities that expend 3300, 000 ($500,000
for fiscal years ending after December 31, 2003) or more in a year in Federal
awards shall haves a single audit conducted in accordance with § .500 except

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

(c) program-specific audit election. When an auditee expends . Federal
awards under only one Federal program (excluding R&D) and the Federal
program's laws, regulations, Or grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in accordance with § .235. A program—specific
audit may not be elected for R&D unless all of the Federal awards ezpended
were received from the same Federal agency, Or the same vederal agency and the
same pass—through entity, and that Federal agency, OI pass-through entity in
a subrecipient, approves in advance 2 program—specific audit.

trne case of

(d) sxempiion when Federal awards expended are le
($500,000 for fFiscal vears ending after December 31, 2003

ss than $300,000
). MNon-Federal

8

ATTACHMENT o .
paGE .. K. OF .55 . PAGES




2 Determiring Federel zwarde exmEn ar
awa T S sed On wWhel Th
oo y mertzine T
Feg y ompty aws, reguiations, znd thne p ons
coTitracts of greNT &greE&mMents, such 2&: e2penciture/expense TransacCiions
zssocigted with grants, cosT-reimbursement contracts, COOPEraTive agreementce,
and direct appropriztions; the disbursement c¢f funds pessed through to
subrecipients; the use c¢f lcan proceeds under loan and loan. gusrantee
programs; the receipt of property; the receipt of surplus propert
receipt or use of program income; tThe distribution or COnSuUmptTi
2ommoa s the s t of amounts entitling the non-Fede Te
an in ubei e period when ce s in force.

Loarn_and locan dueraniees (1oans) Since The Federal Government 1S
at ri loans until the debit is repaid, the following guidelines shell be
used culate the value of Federzl awards expended under 1oen programs,

101 c) (ad f this sec

'C Lozn end loan
zducetion. Wnen loans &z

5
ans made during the yesar

F
&r. The balance of lcans for previous years is not
: accounts for the prio

aniees 'loang). Loans, the procesds of
which pricr-years, are not considered Federal
Ew the laws, regulations, and the provisions
cof Teinping to such lozns imMposSe NO CONTINUING
jofs] o repay the igans
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Jaluingo nen-gash
Tund ?‘avos, o0d
221 be falved 2t

s orovided by

f_J

sy Mz

] Medicaid. Medicaid payments 1o 8 subrecipient for providing
satient care servicas to Medicaid eligible individuals are not considered
Tederal awards expended under this part ‘unless a State reguires the funds Lo
he traasted as rederal awards expanded because reimbursement is on a costi-
reimbursement basis.

1) ~ertain -loans provided bv the National Credit Union
ndministration. For purposes of thic part, loans made frem the National
Cradit Union Share Insurance Fund and the Central Liguidity Facility that are

Federal

funded by contributions from insured institutions are not considered
awards expended.

5 .210 subrecipient and vendor determinations.

{a) ceneral. BAn audites may be a re cipient, 2 subrecipient, and a
vendor. rederal awards ﬂ/pondnd as a recipient or a subrecipient would be
subject to dudlt ander this part. The payments receivad for goods or services

in

provided as a vendor woul 1d not be considered Federal awards. The guicance
paragraphs (b) a.nd {(c}) of this section should be considered in determining
whether payments constitute a rederal award or a payment for goods and

services.

{b) Federal award. Characteristics indicative of a rederal award
received by a subrecipient are when the organization:

(1) Jete-mines who is eligible to raceive what Federal financlal

(2) Has its performance measured against whather the ohbjectives
of the Faderal program are met;

(3) Has responsibility for rogrammatic decision making;
(4) Has responsibility for adherence to applicable Federal
program compliance reguirements; and -

(3) OUses the Federal funds to ¢
crganization as compared to providing goods ©
pass~through entity.

arry out a program of the
r services for a program of the

(c) pavment for goods and 5°rv1ceq -"haraf‘te*iqtirs indicative of a
paymant for goods and services received by a vendor ar when the organ_ tion
(1) Provides the goods and services within normal business
operations:
10 ATTACHMENT ...} S
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spongibility for vendeors In most casss, the
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s o e
z Fead aui.
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ring, such r2Juests ’ meus et
s fiscszi vear U DE &uC Thz
avdizor, snouvld DYOWMIT na
oy whether The DIGITam
iszx~-based audlt apyro
s incrementar cost. The
AT prompTliy ooniirm dizaz whether LT #Wan
3w & malior p . f cne program is Lo DE vl
program based upon z Feder cy reguest, and the k&
to pay the full incremental Ce5T tha=n the audites shé
sudited as & major orogram. & .s—through entity may u
th.s paragraph for a subrecipient
§ .220 Frequency of audits.

Except for the provisions fpy biennizl audits provided In varagrapns (&)
and (b) of this section, audits reguired by this part shall be performed
annually. Any biennial audit shall cover both years within the biennial
period.

(a) 2 State or local government that is required by constitution oOr
ect on January 1, 1987, o undergo its audits less frequently

statute, in eff
than annually, 1s permitted o undergo its audits pursuant €O this part
misznnially. This reguirement must still be in effect for the biennial period

under audit.

b} any non-profit organization that had biennial audits fox all
piennial periods anding beiween July 1, 1%%2, and January 1, 1895, is
permitted to undergo its audits pursuant to this part biennially.

§ .225 Sanctions.

No audit costs may be charged to Federal awards when audits reguired by
this part have not been made or have besn madse but not in accordance with this
part. 1In casses 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:

(al

ra) Withholding a percentage of Federal awards until the audit is
completed sat

atisfactorily;
(p) Withholding or disallowing overhead costs;

(c) Suspending raderal awards until the audit is conducted; or
(d) Terminating the Federal award.

$ .230 audit costs.

(a) 2ilowable costs. Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
raderal 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 ncguisition Regulation (FBR) (48
CFR parts 30 and 31), or other applicable cost principles oY regulations.

P
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was conductad
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ram is presented
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(i) nn opinion |
-ne firancial statement{s) 0f the Fede
manerial respects in conformity with ©

i) A
C

(i + on internal control related to the F
all des 2
3Ls

[=}
DYDOran, which sh of teszing of internal contzol and the
rasults of the te ;

n compliance which includes an opinion {0or

(iii; A report O

disclaimer of opinion) as to whether the auditee complied with lavs,
ragulations, and the provisions 0% contracts or grant agreements which covld
have a direct and matsrial effect on :he Faderal program; and

(iv) A schedule of findings and questioned costs for the
Federal program that includes a summary of the auditor's results relative 10
~he Faderal program in a format consistent with §___.505(d)(l) and findings
and questioned costs consistent with the requirements of §___.505(d)(3).

{(c) Report submission for orogram—-specific audits.
(1) The audit shall be completed and the reporting required by paragraph
(e} (2) or (e)(3) of this section submitted within the earlier of 30 days aiter
receipt of the auditor’s report (s}, orf nine months after the end of the audit
period, unless a longer period is agreed to in advance by the Federal agancy
that provided the funding or a different period 1is specified in a program-
specific audit guide. (However, for fiscal years beginning on O pbefore Junz
30, 1998, the audit shall be complsted and the raquired reporting shall be
submitted within the carlier of 30 days after receipt of the auditozr’s
report(s), or 13 months after the end of the audit pericd, unless a different
period 1is specified in a program—specific audit guide.) Unless restricted by
1aw or regulation, the auditee shall make report copies available for public

inspection.

(2) When a program—specific audit guide is available, the
auditee shall submit to +he Federal clearinghouse designated by OMB the data
collection form prepared in accordance with § .320 (b), as applicable to 3

program—specific audit, and the reporting required by the program-specific
audit guide to be retained as an archival copy. nlso, the auditee shall

submit +to the Federal awarding agency or pass—through entity the reporting
reguirad by the program—specific audit guide.

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

14
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Program-specific audits
___-220 trrougn §  .230,
____.305, § , )} through § 3201(3), €& 400
405, § 510 through £ _ .515, and other referenced provicions
part unless_EBhtrary tc the provisions of this section, a program-
audit guide, or program laws and regulations.

Subpart C--2Zuditees

S .300 Zuditee responsibilities.
Tne audi shalil:

la) identify, in its accounts, &ll Federzl awards received and
erxpended and the Federzl programs under which they were received. TFederal
program and award identificstion shell include, as applicable, the CFDZ title
and number, award number and year, name of the Federzl agency, znd name of the
pass-through entity.

(B) Maintein Internal control over Federal programs that provides
reasonable assurance that the auditse is managing
Federal awards in compliance with laws, regulations, and the provisions of
contracts or grant agreements that could have a materizl effect om each of its
Federel pr S

le) Ensure that the zudits reguired by this part are properly
performed and submitted when due. Whern externsions to the report submission
due date reguirecd by §__ .220(a) zre graznted by the cognizant or oversight
agency for audit, promptly notify the Federal clearinghouse designated by OME
and each pass-through entity provi awerds of tLhe erLension.

tionm op &udit findings, including
2 summ&ary schedule of pricr zudit findings &and & corrective
accerdance with § .215(b) &nd § 315(c), respectively.
5 .305 znditor seleciion.
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zgensnt COWMOT
_____ ;iigned March il
e igte CTR CLTETION. ba
if: Grarts and hgres
“nstitutions of Bigher Toducacior o=ner Mon-ProIliT
Organizetions,” oF the FBRR (48 C zppliicablie (OMB Circulz¥s &7
available from the nfiice of Administ Liications Ofifice, TooWm 22949,
Mew Executive OIflice Building, } 0503) Whenever possibl
auditees shall make positive sfiforts cilize small pusinesses, minori
owned firms, and women's business ente 3 in procuring audiz servi
s-ated in the A-102 Common Rule, OMB circular A-110, Or ~he ¥nR (48 CFR
423, as applicable. 1In requesting proposals for audit services, the
objectives and scope of the audit should be made clear. Factors to be
congidered in evaluvating egach proposal for audit services include the

responsiveness to the
of staff with professional gqualifications and :-echnical abilities.
5f .external quality control reviews, and price.

the resul

{b) Restriction on auditor preparing indirect cost proposals . An
auditor who prepares the indirect cost proposal or ~ost allocation plan may
not also be selected to perform the audit rasquired by this part when the
indirect costs racovered by the auditee during the prior year exceeded $1
million. This restriction applies to the base ysar used in the preparation
rhe indirect cost proposal or cost allocation plan and any subsequent y2ars
which the resulting indirect cost agreement OF cost allocation plan is used
racover costs. TO minimize any disruption in sxigting contracts for audit
f ] fiscal years peginning aiter

services, this paragraph applies to audicts of

(c) Use of rederal auditors. Fade
of the work regui =d under this part if they comply fully witch the
of

§ 310 Financial statements.

(a) Financial statements. The auditee shall prepare financial
statements that reflect its financial position, results of operations or
changes in net assets, and, where appropriate, cash flows for the fiscal yea

audited. The financial statements =hall be for the same organizational unit

and fiscal year that i1s chosen to me=t the reguirements of this part.
However, Organiz

zation-wide financial statements may also include deparctments
agencies, and other organlzational units that have separate audits in
accordance with §~__.500(a) and prepare separate financial statements.

(b) Schedule Of expenditures of Federal awards. The auditee shall
also prepars a schedule of expenditures of Federal awards for the period
covered by the auditee's financial statements. While not reguired, the
auditee may choose Lo provide information requested by Federal awarding
agencies and pass—through entities to make the gchedule sasier tO use. Fo
evample, when 2 Federal program has multiple award years, the auditee may
the amount of Federal awards expended for each award year separately. At
minimum, the schedule shall:

T
1i
a

{1} List individual Federal programs DY Federal agency. FOr
rederal programs included in a cluster of programs, }ist individual Federal
programs within a
shall be shown either by individual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutes
of Hzalch is a major subdivision in the Department of Health and Human

T ACHMENT oo X 4)
5
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reguest for proposal, relevant experience, availability
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ral auditors may periorm all or part

+
I

1

st

cluster of programs. For R&D, total Federal awards expended



Inciude not

R Te
ST § 1

T edule or & note toc the schedule,
che value expended in the form of non-casn agsistance,
The amount T du*‘ng the vear, and lcans or lcan
guarantees end. While not reguired, it is preferaple zc
present this schedule.

§ .215 zudit findings follow-up.

(&) General. The auditee is responesible for follow-up and corrective
action on &ll audit findings. ZAs part of this responsibi '1:y, the auditee
shall prepare a summary schzdule of prior audit findings ites shall

[=9n8
elsc prepare a corrective action plan for current yezr au _nding‘=. The
summary schedule of prior audit findings and the correcti acti plan sheall
include the reference numbers the auditor asgigns tc audit flrd_ngs under
g 510(c). Since the summary schedule may include audit findi

nge from

maltiple years, it shall include the fiscal vysar in which the finding
initially occurred. .

(L) Summary schedule of nrigcr audit findings. The summary scheduls of
pricr audit findings shall rsport the status of.all audit findings included in
the priorx audit's scheduls of findings and guestioned costs relative to
Federzl awards. The summary schedule shall also include audit findings
reported in the prior audit's summazry schedule of prior audit findings except
audit ndings listed as corrected in accordance with peragraph (b) (1) of this
section, or no longer valid or not werranting further action in accordance
with paragrapn (b)(4) of this section.

Sy When aucit findings were fully corrected, the summaxy
scnedule need only list the audit findings and state that corrective
was taken
(2) When audit findings were not corrected or were only
partiaily corrected, the summary schedule shell describe the planned
corrective action as well as any partial corrsctive action taken.
When corrective action taken is significantly differxent from
Lon previously reporred in & corrective action plan or in the
or pass-through entity's management decision, the summarsy

c
provide an explanation.

When, —he auditee bel;evec
wzrrant further action, LThe

£ summary scnedule. & wvelid
varranting further asctionm s
123 Twe yezrs have passed since the azudlt report in which

A1 OF.,..??.E.... PAGES




Ty ~orrective action Dian. e -he compietion DI the ne
audizee shall prspars & ~o-rective action pian IO address €ac finding
inciluded in the currsnt y=ar auditor's reporis. The corrective action plan
shal. id4e =he name’si of the ~ontact personis) rezponsible for correct.ve
action, the corrective ac jon planned, and ~he anticipated completion date
7Z the auditees S no e ch the audit findings OT believes CoOrrect
action is not . rad ~srractive action plan shall include an
explanation
§ .320 Report gubmission.

(a) General. The audit shall be completed and the data collection

form described in paragraph (b) of this section and reporting package
described in paragraph (e) of this section shall be submitted within the
carlier of 30 days aifter receipt of the auditor‘s reporti{s), or nine months
after the end of the audit period, unless a longer period is agreed to in
advance by the cognizant or oversight agency for audit. (Howaver, for fiscal
yzars beginning on or pefore June 30, 1998, the audit shall be completed and
he data collection form and reporting‘package shall be submitted within the
zarlier of 30 days after receipt of the auditor's report(s), or 13 months
after the end of the sudit period.) Unless restricted by law or regulation,

che auditee shall make copies available for public inspection.

(b} Data Collsction. (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
ragults of the audit. The form shall be approved by OWMB, available from the
rederal clearinghouse degignated by OMB, and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief axecutive officer,
or chief financial officer) shall sign a statement to be included as part of
+he form certifying that: the auditee complied with the reguirgments of this
the form was prepared in accordance with this part (and the instructious

part,

accompanying the form), and the information included in the form, in its

entirety, are accurate and complete.

(2) The data collection iorm shall include the following data
elamencs:

(1) The type of report the auditor issued on the financial statements of
the auditee (i.e., ungualified opinion, qualified opinion, advarse
opinion, OT disclaimer of opinion).

(i1} Where applicable, a statement that reportable conditions in intermal
control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses.

(11i1) A statement as to whether the audit disclosed any noncompliance which
is material to the financial statements of the auditee.

(iv) Where applicable, a statement that reportable conditions in internal
control over major programs were disclosed by the audit and whether
any such conditions were material wealknesses.

() The type of report the auditor issued on compliance for major

i8
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each Federzl progr a identificerion of eac jor
program. Individual programs within a cluster of programs should be
listed in the same level ‘of detzil as they are 1isted in the schedule
of expenditures of Fsaderal awards

The amount of expenditures in the schedule of expenditures of Federal
awards associated with each Federal program.

For each Federzl program, & yes or no statement as to whether there
zre audit findings in each of the following types of compliancs
requirements and the totzl amount of any guestioned costs:

(B) Activities 2llowed or unallowed.

(B) Zlloweble costs/cost principles.

(C) Czsh management.

(D) Davis-Bacon AcCt.

(E) Eligipility. '

(F) Equipment and real property management.

(G) Matching, level of effort, eazrmarking.

{E) Period of availability of Fedsrzl funds.

(1) Procurement and suspension and debarment.

(J) Program income.

(¥) Real property acquisition and reloczition assistance.
(L) Reporting.

(M) Subrecipient monitoring.

{19) Special tests and provisions.

kuditee Name, Employer Identificarion Number(g;, Name and Titls of
Certifying Officiel, Telephons Number, Signature, and Date.

Name, Name and Title of Contact Person, kuditor Address,
Telephone Number, Signature, and Dats.

ther the zuditee hac either 2 cognizant or oversight agency for

Thie name of the cognizant or oversight agency for audit determined in
accordance with § .400(a) angd § 400 (b), respectively.

~

Uging the information included in the repor

.
(c) of this section, the auditor shall complete tl
tne form. The auditor shell sign & statement tTo be
the dzta ccllection form that indicates, at a minimum, The
ormation included in the form, the auvditor’s responsibility
that the form s not & substitute for ce T
ragraph (¢} ©f this sectiom, and =k of

,~.
\X¢)
M
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srme form L5 . —nz date
ol Reporoinc packade .
il #inancial stat
Sagsve. swards discussed in §
(2 summary schedulzs
§ 315({b)
(23 iscussed in § 505; and
r4) discussed in § 315 (e)

(d) Submission to clearinghouse . A&ll auditess shall submit tO “he
Federal clesaringhouse designated by OMB rhe data collection form described in
paragraph (b) of this section and one CoOPY of the reporting package deszribed
‘n paragraph (c) of this seciion for:

(1} The Federal clearinghouse toO recain as an archival copy:
and .
(2) pach Federal awarding agency when the schedule of findings

and guestioned costs disclosed audit findings ralating to Federal awards that
rhe Federal awarding agsncy provided directly or the summary schedule of prior
audit findings reported the scatus of any audit findings relating to rederal
awavde that the Federal awarding agency provided directly.

{e) ndditional submission bv subrecipients. (1) In addition to the
reguirementcs discussed in paragraph (d) of this section, auditees that are
also subrecipients shall submit to each pass-through entity one copy oL the
reporting package described in paragraph (c) of this section for each pass-
through entity when he schedule of findings and questioned costs disclosed
audit findings relating tO Federal awards that the pass-through entity
provided or the summary schedule of prior audit findings reported the status
of any audit findings relating to Federal awards that the pass-through entity
provided.

(2) Tnstead of submitting the reporting package to & pass-
through sntity, when a subrecipient is not required to submit a reporting
package to a pass-through entity pursuant to paragraph (e) {1) of this section,
‘he subrecipient shall provide written notification to the pass-through entity
-hat: an audit of the subrecipient was conducted in accordance with this part

(including the period covered by the audit and the name, amount, and CFDA
number of the Federal award (s) provided by the pass-through sntity); the
schedules 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 f£indings relating to the Federal award(s) that the pass-through entity
provided. A subracipient may submit a copy of the reporting package described
in paragraph (c) of this section to a pass-through entity to comply with this
notification requirsment.

(£) Requests for report copies. In response tO reguests by a raderal
agency OY pass-through entity, auditees shall submit the appropriate copies
the reporting package described in paragraph (c) of this section and, if
reguested, a copy of any management letters igsued by the auditor.

(g} Report retention reaguirements. puditees shall keep one copy of
he data collection form described in paragraph (b) of this sectiom and one
of the reporting package described in paragraph (¢) of this section on
for three years from the date of submission to the Federal clearinghouse

oY
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19 Electroric filing. HNothing in this part shall preclude electronic

Lo Tn ederal clearinghouse in sSuch Manner &c may be approved by

E & , the Federzl clszezringnouss may Tllot test methods of
Subpeart D--Federzl Agencies and se-Through Entities
§_ .400 Responsibilities.

Coanizant agency for audit Eecipients expending
more lion {£50 million £ b g after December 21,
2003 Federzl awazrds shail zant agancy for audit. Thne
desi izanr agency for audit shall be the Federzl awarding agency
that the predominant amount of direct funding to & recipient unless
OME males a specific cognizant agency for audit assignment

Following is effective for fiscal years ending con or befo e Dece

ber 31, 2002
To provide for continuity of cognizance, the determination of the predominant
amount of direct funding shall be based upon direct Federal awards expended in
the recipient's fiscal vears ending in 19985, 2000, 2005, and every fifch vyesr
:hersafter. For ﬂ}'amole, audit cognizance for periods ending in 1997 through
2000 will be determined based on Federal awsrds expended in 1955 {However,
fior Stztes and locel governments that expend more than £25 million a year in
Federal awerds and have previously assigned cognizant agencies for audit, the
reguiremente of this paragraph are not effective until fiscal yezsrs beginning
zfter June 30, 2000.)
Following is effective for fiscal yvears ending after D=cemoer 21, 2
The determinarion of the predominant amount of direct funding shall
upon cirect Federzl awards expended in the recipient's fiscal years
2004, 2009, 2024, and every f£ifth vyear thereafter. For example, audi
cognizance for periods ending in 2006 through 2010 will be determined based on
Federzl awards expended in 2004. [However, for 2001 through 2005, the

cognizant agency for aundit is determined based on the predominant amount of
direct Federzl awards expended in the recipient's fiscal year ending in 2000).

Notwithstanding the manner in which audit cogrizance is gdetermined, a Federal
awarding agency with cognizance for an suditee may reassign cognizance tTo
another Federzl awarding agency which provides substantial diresct funding and
agrees tc¢ be the cognizant agency for audif. n 20 days after any
reassignment, both the cld and the new cognizant agency for audit shall notify
the audites, znd, if known, the auditor of the reassignment. The cognizant
egency for audit. shall




(5] Advise the auditor and, whers appropriate, the auditze oI
any deficisncies found in the audits when +he deficiencies regu ra
action by the auditor. When advised of deficiencies, the auvdi
with the auditor to take corractive action. If corrective acti
caken, the cognizant agency :ior audit shall notify the auditor, the audi:tes,
and applicable Federal awarding agencies and pass-through entities of the
faccs and make racommendacions for follow-up action. Major inadeguacies oY
repectitive gubstandard periormance by auditors shall be referred to
appropriate State 1icensing agencies and professional bodies for discipiinary

cr
O D H-y

action.

(6) Coordinate, to the extent practical, audits or reviews
made by or for Federal agencies that are in addition to the audits made
pursuant to this part, SO that the additional audits or reviews build upon
audics 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 achieve the most cost-effective audit.

(9) For biennial audits permitted under § .220, consider
auditee reguests to gualify as a low-risk auditee under § .530(a) -
{b) oversight acency for audit responsibilities. An auditee which

does not have a designated cognizant agency for audit will be under the
general oversight of the Federal agency determined in accordance with
§ .105. The oversight agency for zuditc:

(1) Shall provide technical advice to auditees and auditors as
raguested.

(2) May assume all or some of the responsibilities normally

performed by 2 cognizant agency ror audit.

(c) Faderal awarding adency 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 number, award name and number, award year, and ii
award is for R&D. When some of this information is not available, the Federa
agency shall provide information necessary to clearly describe the Faderal

awaxd .

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

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

22 \
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Z Identifiy Federal awards made by informinc each
suprecipient of CFDE Title and number, award name and numeer, award year, of
the a s R& name of Federzl agency. When some of <his information
i larbl pass-through entity She proviae trie pest information
& o de the Federal award.

(2) Ahdvige subrecipients of requirements imposed on them by
Federal laws, W'Dgulations, and the provisions of contractis or grant agreements
&s well as any supplemental reguirements imposed by the pass-through entity

r the activities of subrecipients & necessary Lo

s are used for authorized purposscs in compliance with
e provisions of contracts or grant agreem=nte and

e achieved '

—hat subrecipients expending $300,000 (£500,000 for
December 21, 2002) or more in Federzl awards during
year have met the audit reguirements of this part

(5) Issue a management decision on andit findings within six
months zfter receipt of the subrecipient's audit report and ensure that the
suorecipient takes zppropriate and timely corrective action

(€) Congider whether subrecipient audits necessitate
acdjustment of the pass-through entity's own records

: The management Gecision shall clezrly state whether or
not the is sustained, the rezsons for the decision, and the
expected auditze ac twon o repay Cisallowed costs, make fimancizl aujustmﬁnts,
or take other action. If the auditee has mot completed corrective actiom, &
timetable for fcllow-up should be given. Prior to issuing the management
decision, the Pederzal agency or pass-through entity may regquest
additional information or documentation from thé auditee, including a reguest
for auditor assurance related to the documentation, as a way of mitigating
disaliowed costs The management decision should describe any appeal process
available to the audit=ze

7), tThes cognizant
managf:nent Gecision
one Federzl agency
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©agg-cnhrough entizyv. A8 provided in § .400(d) (3), <he D
izy shall De rs=sponsible for making che mensgement decision
ngs that rz.ate to soderal awards it makes o subrecipisnis.

ha

regponsible oY making the
mon-hs of receipt of the audi
ed within six months after

as possible.
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Ref = numbers. Management decisions shall include the
numbers the audito¥r assigned to =ach audit finding in accordance
c)

gubpart E--Ruditors
§ .500 Scope of audit.

(a) General. The audit shall pe conducted in accordance with GAGAS.
The audit shall cover the entire operations of the auditee; or, at the option
of the auditee, such audit shall include a series of audits that cover
departments, agencies, and other o-ganizational units which expended or
otherwise administersd Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
expenditures of Federal awards for esach such department, agency. and other
organizational unit, which shall be considered to be 2 non-rederal entity.
The financial statements and schedule of expenditures of Pederal awards shall
ne for the same fiscal year.

(b) Financial statements. The auditor shall determine whether the
financial statements of the auditee are presentéd fairly in all material
respects in conformity with generally accepted accounting principles. The
audicor shall also determine whether the schedule of expenditures of Federal
awards is presented fairly in all material respects in relation to the
auditee's financial statements taken as a whole.

(c) Tnternal control. (1) In additiom to the reguirements of GRGRS,
the auditor shall perform procedurss to cbtain an understanding of internal
control over Federal programs sufficient to plan the audit to support a low
assessed level of control risk for mgjoxr programs.

(2) Except as provided in paragraph (c) (3) of this section,
the auditor shall: :
(1) plan the testing of internal control over major
programs to support a lovw agsessed level of control risk for the assertions
relevant to the compliance requirements for sach major program; and

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

o]

(3) When internal control over someé or all of the compliance
ments for a major program aIe likely to be ineffective in preventing or

guire
tacting noncompliance, the planning and performing of testing described in
agraph (¢) (2) of this section are not required for those compliance

¥

gquirementcs. However, the auditor shall report a reportable condition
ncluding whether any such condition is a material weakness) in accordance
with § _ .510, assess the related control risk at the mavimum, and consider
whether additional compliance tests are required because of inefifective

~ 130 QL
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program , an audit of . anIze
reguLram Tl part. Wnere gen
Chiznges T changes are no in
the comp il determine the curr Lance
reguiren s accordingly. For ral
programs oplement, the auditor sh the
tvpes of i x in the compliancs IS
guidance dentifyi of compliance reguirements and
determine the reguirem ents govcrn ng the Federal program by reviewﬁng the
provisions of comtracts and grant agreements and the laws and regulations
referred to in such contracts and grant agreements.

(a) The compliance resting shall include Lests of transacrions
&nd .such other auditing procedures necessary to provide the auditor sufficient
evidence Lo support an opinion on compliance.

{e) 2ucdit follow-up. The auditor shall follow-up on prior audit
findings, pericorm procedures to assess the reasonablensse of the summary
schedule of pricr audit findings prepared by the auditee in accordance with
E_ .215(b), and report, as & current year audit finding, when the auditor
concludes that the summa*y schedule of priox aud;t findings matv-_ale
misrepressents the status of any prior audit finding. The auditor shal
periorm audit follow-up procedures regardless of whether & priocr audit finding
relates to a major program in the current vear.

(f) Deta Cocllection Form. 2s reguirad im §__ .220(b) (3), the auditcr
shall complete and sign specified sections of the data collection form
§ .505 Audit reporting.

The auditor's reportis] may be in the form of either combinsd cor
Separate reports and may be organized differently from the manner presenzed in
this section. The auditor's report{s) shall state that the audit was
conducted in accordance with this part and include the following

(a) Zn opinion disclzimer of opinion) as to whether the fimancial

irly in all material respects in conformity with
g principles and an opinion (or disclaimer of
chedule of expenditures of Federzl awards is
rial respects in relation to the financial

{or
statements are presented fai
gﬁneraliy accepted accountin
opinicn) as to whether the s
bresented fairly in all mate
statementg taken as z whol

ih report on internzl control relazted to the financial statements
and majo grams This repcrt shall describe the scope of testing of
interns] rol and the results of the tests, and, where applicable, refer to
the sepz schedule of findings and cuestioned costs described in paragraph
(d) of ¢ action.

(e report on compliance with lzws, reguleifions, and the provigions
of contr oxr grant agreemsntic, noncompliance with which could have =z

Z5
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disclaimer of opin: UGIT
ons, and the provision rant a i
iyect and material eif oram, and, wiers
fer O t—he separaie SC d guestioned COSLE
aragraph (d) of th 3

tdi 2 scheduls of findings and guestioned COStS which shall include
The ‘thrse components:

113 A summary of the auditor’s resulcs which shall incliude:

(i} The type of report “he auditor issuzd on the
ements of the audi (i.e., ungualified opinion, quali
rse opinion, or di imer of opinioni;
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(ii) Where applicable, a statement that reportable
~onditions in internal control were disclosed by the audit of the financial
s-atzments and whether any such conditions were material weaknesses;

(iii) 2 statement as to whether the audit disclosed any
noncompliance which is material to the financial statements of the auditee;

(iv) Where applicable, a statement that reportable
conditions in internal control over major programs were disclosed by the audit
and whether any such conditions were material weaknasses;

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

(vi) 2 statement as to whether the audit disclosed any
audit findings which the auditor is requirad to report under § .510(a);

(vii) An identification of major programs;

(viii)The dollar threshold used to distinguish between
Type A and Type B programs, as described in § .520(b); and

(ix) 1 statement as to whether the auditee qualified as
a low-risk auditee under § .530.

(2) Findings relating to the financial statements which are

reguired to be reported in accordance with GAGAS.

(3) Findings and questioned costs for Federal awards which
shall include audit findings as defined in § .510(a) .

(i) audit findings (e.g., internal control findings.
iance findings, guestioned costs, OT fraud) which relate to the same
should be presented as a single audit f£inding. Where practical, audit
ngs should be organized by Federal agency OY pass-through entity.

om
s
n

Rk
e

e'd
- (D=

(i1) nudit findings which relate to both the financial
statements and Federal awards, as reported under paragraphs (d) (2) and (d)(3)
»f this section, respectively, should be reported in both sections of the
schedule. However, the reporting in one saction 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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Yoiown dues:i_med costs ich are greater than £10,0600 for

e requirement for & major program. Known questicned costs
1 y identified by the auditor. In evaluating the effect of
e opinion on compliance, the auditor considers the best
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(£) Ynown guestioned costs which are greater than $10,000 for
program which is not audited as a major program. Except for audit
the auditor is not reguired under this part to perform audit
for such & Federal program; therefore, the auditor will normzlly

guestionesd costs for a program which is not audited as a major

However, 1f the auditor does become aware of guestionsd costs for
program which is not zudited as & major program (e.g., =28 part of
ollow-up or other audit procedures) ané the known qunst_Lonr-d COSL_., ar

than $10,000, then the auditor shall report this as an audit finding.
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5) The circumstances concerning wny thp “‘Jd‘*or's "=port on
gjor programs ig other than an unguealifle : unless
tances are otherwise reported as audlt findings in tnr- schedule of
st

ioned costs for Federal awards.
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16} ¥nown fraud affecting a Federzl award, unless such fraud
is otherwise reported as an .audit finding in the schedule of fin cl'ings znd
guestioned costs for Federal awards. This paragraph does not reqguire the
auditor to make an additional reporting when the auditor confirms that the
fraud was reported outside of the auditor's reports under the direct reporting
reguirements of GAGAS.

Q

(7} Instances where the results of audit follow-up procedures
Gisclosed that the summa*“y schedule of prior audit L_nc*n s D"et»a- ed by the
zuditee in accordance with § .215(b) materiaily the status of
any prior audit finding. -
fin nted in
for prlan and take
and ties o zrrive
cig 2ll be
27 p
ATTACHMENT ... e

e 271 oF B2 PaGES




s Lned,

d

LTI OCINT
P T

1 agency, and name of T

L maTion, such as che CFDAR
ava:.aple, cne auditor shall
des-ribe tne Federal award.

(21 mhe cripevia or specific reguirement upon whioh the audit
sind.ng 13 based, in<Ciut-ng ytory, ragulatory, OF other citafion.

(3) The condition found, including facts that support the
deficiency identified in che audit finding.

14) Identification of guestioned COSLS and how they were
computad.

(5) information to provide proper perspective 0T judging the

prevalence and consequences of the audit findings, such as whether the audit
findings represent an isolated instance Or & systemic problem.. Where
appropriate, instances identified shall be related to the universe and the
number of cases examined and be guantified in terms of dollar value.

0
-
0]
ja]
=S

{6) The possible asserted effect to provide sufii
information to the auditee and Federal agency, OT pass-through en
case of a subrecipient, to permit them to determine the cause and
facilitace prompt and proper corrective action.

Recommendations to prevent future occurrences of the

{7}
deficiency identified in the audit finding.

[N

(8) views of responsible officials of the audites when there
ie disagreement with +he audit findings, to the extent practical.

(c) Reference numbers. gach audit finding in the schedule of findings
and guestioned costs shall include a referesnce numbex to allow for easy
referencing of the audit findings during follow-upD.

§ .515 audit working papers.

(a) Retention of workipo papers. The auditor shall retain working
apers and reports for a minimum of three years after the date of issuance of
ne auditor's report(s) to the auditee, unless the auditor is notified in
riting by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention period. When the auditor is aware
that the Faderal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the parties contesting
che audit finding for guidance prior to destruction of the working papers and

reports.

p

(b) Access to working papers. audit working papers shall be made
available upon reguest to the cognizant or oversight agesncy for audit or its
designes, a Federal agency providing direct or indirect funding, or GA0 at the
completion of the audit, as part of a gquality review, toO regolve audit

findings, or to carry out oversight responsibilities consistent with the
purposes of +his part. Access o working papers includes the right of Federal
agencies to sbtain copies of working papers, as is reasonable and necessary.
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z Generz: e 1 usse GppTroach TO 4
Wl o -zl prog: JSIrams . 2@ aprroach €
LTisL e COILE ral ngd pric: ence, oversight
Fzasrz: zQENCi€s & TiTies, ent risy of zZhne
Federel prog agraphs i) of zZhis secrtion
csre. 2 oe fol ed

(i) 200,006 or three percent (.02) of Torzl Federal
awards expended in the case of an auditee for which totel Federazl awards
expended sgueal or exceed 300,000 but are less than or egual To $100 milliom

(i} $2 million or threse-tenthes of one percent {.00z) of
totel Federzl awards expended in the case of an auditee for which totel
Federal awards expended exceed $100 million but are leses than or equal to S10
billion k

{(1i1) $30 million o©r 15 hundredths oi onsz percent (.0C1E)
of total Federal awards expended in the case of an aunditee for which totzl
Faderzl awards expsnded exceed £10 kbillion

1 programe not labeled Type 2 under paragraph (b) (1)
labeled Type B programs.

(2) The inclusion of large lcan and loan guarantees (loans)
should not result im the exclusion of other programe as Type B programs. When
& Federzl program providing loans si gn;flca tly affects the number or size of
Type 2 prograrns, the auditor shall consider this Federal program as a Type A
program and exclude its values in determining other Type 3 programs.

(4) For biennisl audi § .220, the
determination of Type & and Type B prog*amc shkzll be besed upon the Fedaral
awards expended during the two-yearx perj od.

2. (1) The auditorlshall identify Type » programs which are
Type L program to be considered low-rigk, it shall have besn
rogram in at lezst one of the two most recent audit
recent audit period im :he case of z biennizl aundit),
ent audit period, it shall have had no audit findings
Howpver, the audi _oi’ may use judgment and coneider that
qucs" ioned costs under § .510(=) (3) and §__ .510(z) (4),
fraund under §__ .510(a) (6), and audit fo 1low-up up for the summary schedule of
prior audit findings under §  .510(2) (7) do not preclude the Type A program
from being low-risk. The auditor shall consider: the criteria in §__ .525(c),
g .525(d) (1), & .525(d) (2), and § .525(4d) (2); the results of aundit:
follow-up; whether any changes in pe*sonnpl or systems afiecting a Type 2
program have significantly increased risk; and apply professional judgment in
determining whether a Type A program is low-risk. '

(2) Notwithstanding pazragraph (c)(l) of this section, OMB may
approve & Federal awarding agency's reguest that a Type R program at certain
recipients may not be considered low-risk. For example, it may Dbe necessary
for &z large Type A program to bpe audited as major sach year ai particuler
recipients to zllow the Federazl agency tc comply with the Govermment
Management Reiorm Lot of 1294 (21 T 3 The Federzl zgency shail
notify the :ec;pient and, = own, T lezst 1EQ Zavs prior to tThe
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12) The auditor is not axpected to perform risk assesSsments on
1nively small ~aderal programs. Thevefors, c—he auditor is only reguired to
“m risk assessments on Type B programs that excesd the larger of :
(1) 1 $100,000 ox hree-zenths of one percent (.002) of

spral Faderal awards sxpended when the auditee has less than or egual to 3100
millieon in total Federal awards expended.

(ii) $300,000 ox ~hree-hundradths of one percsant (.0003)
0f total Federal awards expended when the audicee has more than $200 million
:n total Federal awards axpended.

(e) 3tep 4. At a minimum,. the auditor shall audit all of the

following as major programs:

(1) pll Type 2 proérams, except the auditor may exclude any
Type A programs idencified as low-risk under gtep 2 (paragraph (e) (1) of this
section) .

12) (1) High-rigk Type 2 programs as identified under

ei-her of the following two options:

() Optionm 1. At least one half of the Type B
programs identified as high-risk under Step 3 (paragraph {(d) of this section
axcept this paragraph (e) (2) (1) (a) 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.

(8) Option 2. One high-risk Type B program for
each Type R program identified as -low-risk under Step 2.

(i1) When identifying which high-risk Type B programs to
audit as major under either option 1 or 2 in paragraph (e) (2) (1) (&) oxr (B),
che auditor is encouraged to use 4n approach which provides an opportunity for
diffarent 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 reguire the auditor to audit more programs
as major than the number of Type A programs.

(£) percentage of coverage rule. The auditor shall audit as major
programs Paederal programs with rederal awards expended that, in the aggregate,
encompass at least 50 percent of total PFederal awards expended. If the
auditee meets the criteria in §__ .330 for a low-risk auditee, the auvditor
need only audit as major programs-Federal programs with Faderal 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

w
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(2) To ensure that a freguent Fnange of aualtors woulid not
preciude audit of high-risk Type B pvogTams, this election for first-year
aucits may not be used by an auditee more than once in every three years.

§ .525 Criteria for Federazl program risk.

auditor's determinztion shouild be based on an

overzal alu risk of noncompliance occurring whkich could be
material to t £ rogram. The auditor shall use azuditor judgment and
conside rit c bed in paragraphs (b)), (c¢), and (d) of this
section o i r 1 programs. Also, as part of the risk
analys: the iscuss & particular Fedsrzl program with
audite agency or pass-through entity.

() Current and prior audit erperience. (i) Weaknesses in iptermal
control over Federal programs would indicate higher risk. Consideration

should be given toc the control environment over Federal programs and such

‘aﬁto*s as the e"pﬁctafion of management's adherence to applicable laws and
regulations and the provisions of contracts and grant agresments and the

ﬂompe*ence and experience of personnel who administer the Federzl programe.

(i Z Feaderzl program admini
internzl control structures may have n-gh:r risk.
single audit, the auditor skall congider wHe:h
in & single operating unit {e.g., one college campus
the enticy.

(1i) When significant parts of a Federzl program are
ugh to subrecipienze, a weak system for monitoring subrecipients
te higher risk.

(iii) The extent to wbich ﬂomputpr proce sing is used to
programs, &s well
d by the audi
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) Fogeral agencies, with Tn® concurrence of OM3, may
identify Faderzl programs which are higher visk OME plans to provide this
identification in the compliance suppiement

(d) Tnherent risk of the Federal program. (1) The nature of a
Federal program may indicate risk. Consideration should be given to the
compiexity of the program and the extent to which the rederal program
contracts for goods and gervices. For example, rederal programs that disburse
funds chrovgh third party contracts or have eligibility criteria may be oi

higher risk. Pederal programs primarily involving staff payroll costs maYy
wave a high-risk for time and effort reporting, but otherwise be at low-risk.

(2) The phase of & Federal program in its i1ife cyclie at the
Federal agency may indicate risk. For example, a new Federal program with new
or interim regulations may have higher risk than an established program with
cime-tested rsgulacions. Also, significant changes in Federal programs, laws,
lations, or the provisions of contracts or grant agreements may incrzase

(3) The phase of a Federal program in its 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 tO
start-up or clossout of program activities and stafi.

(a) Type B programs with larger Federal awards expended would
be of higher risk than programs with substantially smaller raderal awards
expended . .

§ .520 Criteria for a low-risk auditee.

An suditee which meets all of the following conditions for each of the
ding two years (oT, in the case of biennial audits, preceding two audit

prece
periods) shall qualify as a ljow-risk auditee and be eligible for reducad audit
coverage im accordance with § .520:

(a) Single audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has piennial audits
does not gualify as a low-risk auditee, unless agreed to in advance by the
cognizant or oversight agericy for audit.

(b) The auditor's opinions on the financial statements and the
schedule of expenditures of rederal awards were unqualified. However, the
cognizant Or oversight agency for audit may judge that an opinion
gualification does not aifect the management of Federal awards and provide a

waiver.
(c) There ware no deficisncies in internal control which were
identified as material weaknesses under the requirements of GAGAS. However,

tne- cognizant oOT oversight agency ior audit may judge that any identified
material wsaknesses do not affect the management of Pederal 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
2008 by and between Sexual AScav |t Crisis Ap ency a_Nonprofs -
[corporation, partnership, dba], whose business address is? 32/{/ Loyc Boznck. Rlvd. ke 915

- Lona Besch (hereinafter referredto as “Business Associate”),

and thé CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or

“Covered Entry”).

WHEREAS, the City has a Department of Health that provides a 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, o
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 Ruie codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of

. disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or.
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate’s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity’s request in order to meet the
requirements under 45 CFR § 164.524.

ATTACHMENT E
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g.

Amendment of Protected Health information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant o 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(1) 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)(i}B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(j)(1).

OBLIGATIONS OF COVERED ENTITY.

a.

Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify
Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

. Notification of Change or Revocation of Permission. Covered entity shall notify business

Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.

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.

MISCELLANEQOUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. If it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney’s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. [n 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.

ATTACHMENT F
PAGE 4 of 5 PAGES



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 Sexuad Assau/HCDﬂSIs Aa%au/

(corporation, partnership, indivi

, 20 By

Serson legally allowed to bind organization)

Title: | P4 é@d/ » S

.20 By@/ﬂﬁﬂé&. / é’/’[/

erson legall allowed to bind orgamzatlon)
S

Title:— /&M P/ ,49@\

CITY OF LONQBEAC!—Ua municipal corporation

7, n 009 By: ' _Assistant City Mancger

City Mapager or deS|gnee
“CityX

The foregoin Agreement is hereby approved as to form this
e WM 20 /7/

ROBERTE. SHANNON

Deputy 4 N
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CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1..

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this

transaction originated may pursue available remedies, including suspension and/or
debarment.

The recipient of Federal assistance funds shall provide immediate written notice to the
person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

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 submiiting this document that it shall
not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered

transaction, unless authorized by the departmental or agency with which this transaction
originated.

The recipient of Federal assistance funds further agrees by submitting this document that it
will include the clause titled “Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, unless it knows that the certification is erroneous,.
A participant may decide the method and frequency by which it determines the eligibility of
its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs.

. Nothing contained in the foregoing shall be constructed to require establishment of a

system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered transaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible or
- voluntarily excluded from participation in this transaction by any Federal department or

agency.

2. Where the recipient of Federal assistance funds is unable to certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: ’ Contraghdgency: SﬁXMA/( Ass H+ Cnsig ,4(’@/’)

Namesand Title of Authorized Representative:

m

Signature Date ’
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.180 (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 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 exiension, 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 exiension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL "Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required

certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each
such failure,

Agreement Number:

Nzrme and Title of Authorj /d{?)rese '
@%&lﬁﬁ, ,

. Signature

b (s
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