
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 371 1 Long Beach Blvd. , 

Suite 815, Long Beach, California 90807, and the CITY OF LONG BEACH, a municipal 

corporation (the “City ’I). 

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 
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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-I I O ” ,  Attachment “D” 

entitled OMB Circular A-I 22”, Attachment “E” entitled “OMB Circular A-I 33”, 

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 5 9  p.m. August 31, 2009. 

Section 4. 

A. Organization shall affirmatively and aggressively use its best 
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efforts to seek and obtain all possible outside funding and in-kind cash match at a 

dollar for dollar rate of funds received from the City under this Contract. Further, 

Organization shall maintain cash reserves equivalent to three (3) months of 

funding necessary to provide services under this Contract. 

B. Total disbursements made to Organization under this Contract 

by the City shall not exceed 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 
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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 
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grant funds, regardless of whether the funds being withheld by the City were 

improperly used. 

B. In addition, Organization shall provide any information that the 

City Auditor and other City representatives require in order to monitor and evaluate 

Organization’s performance hereunder. The City reserves the right to review and 

request copies of all documentation related, directly or indirectly, to the program 

funded by this Contract, including by way of example but not limited to case files, 

program files, policies and procedures. Organization shall provide all reports, 

documents or information requested by the City within three (3) days after receipt 

of a written or oral request from a City representative, unless a longer period of 

time is otherwise expressly stated by said representative. 

C. If Organization spends $500,000 or more in Federal funds in 

an Operational Year, then Organization shall submit an audit report to the City in 

accordance with OMB Circular A-I33 no later than thirty (30) days after receipt of 

the audit report from Organization’s auditor or no later than nine (9) months after 

the end of the Operational Year, whichever is earlier. If Organization spends less 

than $500,000 in Federal grant funds in an Operational Year, submission of the 

audit report is optional. 

Section 6. 

A. In the performance of this Contract, Organization shall not 

discriminate against any employee, applicant for employment or service, or 

subcontractor because of race, color, religion, national origin, sex, sexual 

orientation, gender identity, AIDS, AIDS related condition, age, disability or 

handicap. Organization shall take affirmative action to assure that applicants are 

employed or served, and that employees and applicants are treated during 

employment or services without regard to these categories. Such action shall 

include but not be limited to the following: employment, upgrading, demotion or 

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

apprenticeship. 

B. Organization shall permit access by the City or any other 

agency of the County, State or Federal governments to Organization's records of 

employment, employment advertisements, application forms and other pertinent 

data and records for the purpose of investigation to ascertain compliance with the 

fair employment practices provisions of this Contract. 

Section 7. 

A. In performing services hereunder, Organization is and shall 

act as an independent contractor and not as an employee, representative or agent 

of the City. Organization's obligations to and authority from the City are solely as 

prescribed herein. Organization expressly warrants that it will not, at any time, 

hold itself out or represent that Organization or any of its agents, volunteers, 

subscribers, members, officers or employees are in any manner officials, 

employees or agents of the City. Organization shall not have any authority to bind 

the City for any purpose. 

B. Organization acknowledges and agrees that (a) the City will 

not withhold taxes of any kind from Organization's compensation; (b) the City will 

not secure workers' compensation or pay unemployment insurance to, for or on 

Organization's behalf; and (c) the City will not provide and Organization and 

Organization's employees are not entitled to any of the usual and customary 

rights, benefits or privileges of City employees. 

Section 8. This Contract contemplates the personal services of 

Organization and Organization's employees. Organization shall not delegate its duties or 

assign its rights hereunder, or any interest herein or any portion hereof, without the prior 

written consent of the City. Any attempted assignment or delegation shall be void, and 

any assignee or delegate shall acquire no right or interest by reason of such attempted 

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

Boards, Commissions, and their officials, employees and agents (collectively in this 

Section “City”) against any and all liability, claims, demands, damage, causes of action, 

proceedings, penalties, loss, costs and expenses (including attorney’s fees, court costs, 

and expert and witness fees) (collectively “Claims” or Individually “Claim”) arising, directly 

or indirectly, out of any negligent act or omission of Organization, its officers, employees, 

agents, subcontractors or anyone under Organization’s control (collectively “Indemnitor”), 

breach of this Contract by Organization, misrepresentation or willful misconduct by 

Indemnitor, and Claims by any employee of Indemnitor relating in any way to workers’ 

compensation. Independent of the duty to indemnify and as a free-standing duty on the 

part of Organization, Organization shall defend the City and shall continue such defense 

until the Claim is resolved, whether by settlement, judgment or otherwise. Organization 

shall notify the City of any Claim within ten (IO) 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 IO. 

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 IS0 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 IS0 form 

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

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

and Commissions and their officials, employees and agents. 

(2) Workers’ Compensation insurance as required by the 

California Labor Code. 

(3) Employer’s liability insurance in an amount not less 

than One Million Dollars ($1,000,000) per claim. 

(4) Professional liability or errors and omissions insurance 

in an amount not less than One Million Dollars ($1,000,000) per claim. 

(5) Commercial automobile liability insurance (equivalent 

in scope to IS0 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 
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satisfaction of the City’s Risk Manager that Organization has no exposure, that the 

coverage is unavailable or that the coverage is unaffordable. If a request for a waiver is 

desired, Organization must submit a signed document on Organization’s letterhead to the 

Director of the City’s Department of Community Development, Neighborhood Services 

Bureau, who will forward it to the City’s Risk Manager, providing reasons why the 

insurance coverage should be waived. Waivers will be considered on a case by case 

basis. 

B. Any self-insurance program, self-insured retention or 

deductible must be separately approved in writing by the City’s Risk Manager or 

his/her designee and shall protect the City, its Boards and Commissions, and their 

officials, employees and agents in the same manner and to the same extent as 

they would have been protected had the policy or policies not contained retention 

or deductible provisions. Each insurance policy shall be endorsed to state that 

coverage shall not be reduced, non-renewed or canceled except after thirty (30) 

days prior written notice to the City, and shall be primary and not contributing to 

any other insurance or self-insurance maintained by the City. Organization shall 

notify the City in writing within five (5) days after any insurance required herein has 

been voided by the insurer or cancelled by the insured. 

C. Organization shall require that all contractors and 

subcontractors that Organization uses in the performance of services hereunder 

maintain insurance in compliance with this Section unless otherwise agreed in 

writing by the City’s Risk Manager or hidher 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 
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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 hidher 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 hidher 

designee. Not more frequently than once a year, the City’s Risk Manager or 

hidher 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 
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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 facility used for housing or 

supportive services only assisted in whole or in part under this Contract or 

in which services are provided that are assisted under this Contract shall 

contain no sectarian religious symbols or decorations. 

E. Organization shall provide human or social services to very 

low, low and moderate income residents of the City with assistance in obtaining: 

(1 ) Appropriate supportive services, including transitional 

housing, permanent housing, physical health treatment, mental health 

treatment, counseling, supervision and other services essential for 

achieving independent living; and 
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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 
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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 hidher 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. 

Ill 
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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 A G E N W  

, 2009 

, 2009 

v ‘’ Type or Print Name 

“Organization” 

CITY OF LONG BEACH, a municipal 
corporation 

3% a&, ’: I .;< 59 

z* 17 ,2009 

“City” r%z OITX C W R  

This Contract is approved as to form on b ,2009. 
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ATTACHMENT "A" 



City of Long Beach 
Social Service Grant (SSG) Program 2008-2009 

Scope of Work 

1 

QUARTER 1 
10/1-12#1 

(1-Year) Goals: 
Actual Cumulative 

AGENCY NAME: Sexual Assault Crisis Agency 

QUARTER 3 QUARTER 4 QUARTER 2 
1M-3131 411-6130 711 4130 

Actual Cumulative Actual Cumulative Actual Cumulative 

CONTRACT NUMBER: 

~~ 

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 will 

50 

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. 

Total Unduplicated Clients Served: 50 

complete counseling. 
Provide education through a variety of methods for 1,500 Long I 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. 

Attachment "A" 

Page 1 of 1 

06-09 Scope of Work submitled.xls 01/10/09. 10:15AM 



ATTAC H M E N T " B" 



CITY OF LONG BEACH 
Social Services Grant Program 2008-2009 

Program Budget for Sexual Assualt Crisis Aqencv City Contract # 

ITEMlPERSONNEL BUDGET JUSTIFICATION 

Director of Counseling Services .12% FTE I Has face to face counseling sessions with survivors and supervises interns who help 
facilitae the counseling program. 1 $7,488 I 

Director of Crisis Services .I 5% FTE ll 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 

llrent and phone I $1,738 lused for % monthly rent expense 

TOTAL OPERATIONS IlTotal Operations to be Reimbursed 

SSG 08-09 

Signature 
Attachment "B" 

Page 1 of 1 





PARTS 200-214 (RESERVED)

PART 21 S-UhlIFORIv ADI,¡INISTR.A,-
TIVE REQUIREIvEhJTS FOR GRANTS
AND AGREEMENTS WITH IhlSTITU-
TIONS OF HIGHER EDUCATION,
HOSPITALS, AbJD OTHER NON-
PROFIT ORGAhllZATIONS (OMB
CIRCULAR A- 110)

Sec.
215.(; Abou~ ÜÜs pa.Tt.

Subpart A-General

21".j Purpose.

216.2 Definitions.
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¡ 215.0 About this parl.
Ca) PUTpo~e. This part contains OMB

g-uidanl;e tc Y"eâe:,aJ agericies on the ad.
rrÜnistrc.tioIJ of g:ants to and agree-
rrerits witri insti;;utions of higher edu-
cation, hospitals, and other Ilon-.proiit
o:,ganizatioris. TrJe guidance sets iarch
s"~aIJdc.rö.s for obta.ining c:oTisistelJc.y
a.nd uniformity in the agencies' admin-
istration of tll0Sé graD ÛS anà a.gre:e-
ine11ts.

Co) Appi'icc,biii:y. (l) Except as pro.
viåeë here~L. i;bE: staridz.rds set fortb iT!
T,ILLS TJá.r'l arE: 2.DDlicc.Dië to all FeåercJ
a.gencie~. If &.riy s~c.t,i.ùe sp8cificc.l1y

r)ú
u,'
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§ 2: 5 i

D~'2!-C:'i:)8~. :o()ljc-:r~~, o;~ Spf:.~:fì(' ;'sq111le-
!:ì8;j::S ;:11~1,~, d:ff0:' fron-¡ thE: ::t.~~~iidCi!'(lS

p:'o\rjei8ù irì rinis p2.r~, ~hE- pr(j":.risiori~. 0:;
~,hi? S~'C..t.utl~ shalJ govern

(2.; 'The provisions of subparts P.
:;hroug-h D of this part shall be applied
IìY F'edera,! agencies t.o recipients. Re-
c;ipieiits shall apply the provisions of
"hose subparts t,o subTecipients per-
forming substantive work under grants
,en d agreem en ts that are passed
t.hrough or awarded by the primary re-
cipient. if such subrecipients are orga-
nizations described In paragraph (a) of
t,n Is 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 OlvB Circular .1-102,
"Grants and Cooperative Agreements
with State and Local Governments" j
and the Federal agencies' grants man-
a!?ement c;ommon rule (see § 215.5)
v,~1ich standardize the administra ti v e
reouirements 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 to organizations covered
by this part.

(4) Federal a.gencies may apply the
provisions of subparts A through D of
this Dart to commercial organizations,
foreign g-overnments, organizations
under the jurisdiction of foreign gov-
ernments, and international organiza-
tions.

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

0) Issuing and maintaining the guid-
ance in this part.
(2) Interpretiiig the policy require-

ments in this part and providing assist-
ance to ensure effective and efficient
imulementatlon.

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

(4) Granting any deviations t,o Fed-
eral agencies from :'he guidance in this
part, as provided in § 215.4. Exceptions

will only be made in particular cases

, See 5 CFR 1310.9 for a.v?ilabilty of OMB
circula.rs.

2 CFR Ch. II (1- ;-06 Edition)

..,:he:~8 (~.(jequ2..';,~ .i'J.S~~¡içc,,1)On ~s prE:.
sent.eel

:5) CO!1ùu(~~:ng -:-:'o2.d O\ir=::;ig-l-J~ or
governDient.-vnùe ~on-Jplianci:- wi:~h I;ilé
guida.nee in this pa~t.

(d) Federal Q.gcncy Tc.~pons¡IJilities. '!'lit.
head of each Federal agency that
awards and administers gran ts and
agreements subject to the guidance in
this part is responsible for:

(1) Implementing the guidance in
subparts A through D of this part by
adouting the language in those sub.
parts unless different prOVisions are re-

quired by Federal statute or are ap.
proved by OMB.
(2) Ensuring that the agency's com-

ponents and subcomponents comply
wi th the agency's implementation of
the guidance in subpart,s 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) Performing other functions speCi-
fied in this part.

(e) Relationship to previous issuance.
The guidance in this part previously
was issued as OMB Circular .1-110. Sub.
parts A :'hrough D of this part contain
the guidance that vias in the attach-
ment to the OMB circular. Airpendix A
to this part contains the guidance that
was in the appendix to the attachment.

ef) Information Contact. Further infor-
mation concerning this part may be ob.
tained by con tacting the Offce of Fed-
eral Financial Management, Ofiice of
Management and Budget, Washington,
DC 20503, telephone (202) 395-3993.

(g) Termination Review Date. This part
will have a poliCY review three Jears

from the date of issuance.

Subpart A-General
§215.1 Purpose.
This part establishes uniform admin-

istrative requirements for Federal
gi'an ts and agreements ?kwarded to in-
stitutions of higher education, hos-
p.itals, a.nd other non-profit organiza-
tions. Federal awarding agencies shall
not impose additional or inconsistent
requirements, except as provided in
§ 215.4, and § 215.14 or unless specifcally
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C)r,~B Circui::fs and Guidance

:.~CJ tll:'t:C DY Y cà eY'á.: f~'uc.tU:"t O~ eZeCu.-
:"i VE: urGer Non-prú:-lt- o!'g-aniZ8.L1úliE

Chf.ll lITipi::l-lent YbderaJ prCigr-c.ffE fOJ

:'1"1f; St8.ùe:: £.re aisG SU-OJéct L,Ü Sl.s.tt. rE:-
l¿'Jirements

1,215.2 Definitions.
:' a) Accrued expen.åiiures rn E:B.ns tl"ié

c:ii8.rges incurred by tÌlE: T6cipien ~ Ò ur-

irlE a giver.¡ period requiririg thE provJ-
sian 0: funds for:

(1..' Goods and otheT "angibie property
received;

(2) Services períormed by employees,
GOTJ"ractors, subrecipients, and oi:her
pa.yees; a.nd,

(3) Otj-ier amounts becoming owed
under programs for which no current
senTices or períormance is required.

(bj Accrued income means i:he sum of:
(1) Earnings during a given period

from:
(i) Services performed by i:he recipi-

ent, and
(ii) Goods and other tangible prop-

erty delivered to purchasers, and
(2j Amounts becomLTlg owed to i:he

recipient for whicli no cU1rent services
or períormanqe is required by trie reo
cipient.

(e) Acquisiiion cost of equipment means
;:i-ie net invoice p::iee of the equipment,
inciuding the cost of modificacions, at-
~achments. accessories, or auxiliary
c.ppa.ratuE necessary tc rYLt.l:e thE: prop-
erii~ç usabie for the :plirpose for vi!hict it

was acquired. Other cnarges, sucr, as
;:he cost of ins;:allation, transportation,
~ai:es, ãmy or protective in-transit in-
sura.nce, sha.ll be includeà or exciuded
from the unit acquisition cost in ac-
~orùance \~ritb the recipient's regul&'l
accounting prac;;ices.

(dj AdVlLnce means a payment ma.de
by Treasury clieck or OcneT a.ppropriate

lJ2oymen t mecna.nism to a reCipient
upon its request either before outlays
(ore made by tÌie recipient or thr.ough
;:he use of preåetermineå payment
sC:i-iedules

(8) A-ivord n.ieaY'..i: fina.ncial .Gssistanc.e
~há.t J)TOVides suvport or stimulation to

accomplish a. public purpose. A wards
lliclude gJ'ê.Ilt.E a.nd o"'l1er a.gleern.entE iri

::he form of money or property ÌIj lieu
of mOTiey, by the Federai GoveTnment
~c aD ei~grole recipient, The te.rm ãoes
riot. inciude: :iechnica.l assist.4T1CI2.
whiGn provioes s8rviees instea.d 0:

§2E.2

l"".jOne~,' Cli.Ìiér G.~Sl.:::c.~-j!.~t: l1" t.liE: lCJtn"j r-j
Júa.ns. j02.r_ gUc.l'o.IJrJ~eE, iYlt.ereS"L sUÌJ-

sidjeE.. o~' ir:su:tz.D(:e; diI'f:ct payn1eD"GS of
aiiy killD to iridividm:.ls: 2.id, Gontracis
v,rhicI. 3.re required Lú DE: ent,erec1 intlo

~Tid 8.d.rriiDis"L8red urider p:-'oGUren'iéTit.

12.WE aDd regula.L10Tls.

(f) CQ.sh C07l7.Tiòutions rneans the rf-

cipient's cash auUa:y, including ;:j-ie
outla.y of mOYi8T contributed to tIiE: re-
cipient .oy third parties.

(g) Closeoul means "he process by
which a Federal awarding agency de-
"ermines that all app1icable adminis-
trative actions and all required work of
the award :have been compieted by tiie
recipient and Fbderal awarding agency.
(h) Contract means a procU1ement.

contract under an award or subaward,
and a procurement subcontract unde:- a
recipient's or subrecipienë's COTitract.

(i) Cost shanng or maiching means
that portion of project OT program
costs not borne by the Federal Govern.
nient.

(j) Date of completion mea.l1. the date
on wnich all wOTk under an a.ward is
completed or che date on the a.ward
document, or any supplement or
amendment thereto, on which Federal
sponsorship ends.

(1:) Disaliowed costs mear.s trio5e
charges t. aD award that tDe Federal
awaràlng ageT.icy de""1IE:rmi.ri8s t,c bE: UTl-
allo.wable, in a.ccoraa.nc.e vtitt the ap-

plicable Y'ederal cost principles or
other terms and conditions contained
in the award.

0) Equipment means taiigibie non-
e):pendable personal property inel uding
exempt property cnarged directly to
the a.ward naving a useful life of more
than one year anò aD acquisicion cost
of ~5,OOO or more per unit. However.
consistent with recipient policy, lower

limii,s may be established.
(m) Excess pTopeTty mea-ns proper:y

under the c;ontrol of ai¡y Federal
awarding a.gency tha.t, as deterrriined
by the heaà tj-Jereof, is DO longer re.
quired ior its need.s or the disc.ha.rge of

i::¡; respansi bili ti es.
(n) Exempt pTopeTty means ;:an¡:ible

persoDaJ proper:.y a.e:qui.ed ~n vihole or
iT; pa.r~ wi tn YedeTa.J íurids, wl1ere TiÌie

F'eå.er2..1 c.;.;,'ard.ing c.g~!ic.y has s't8.tutory
a.uthority :.(¡ ,;est, Trlùle iT; tÌH: recipient
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§ 2 i5.2

\..'\';i-iout. ¡u;" i-Ji e:" (JiJ~if;;..~íor: 'l(i ~.nf F\~(j~
r:~::'ai Gcver':~iment f'_n exarriple 0: ~:.:-
sn~pt, property 2,utl"IOrir,y 1S con~a.ineå
ir. tile F"ederaJ Grant and 0ooper~:v~jve

Agreement Act (31 D.S.C. 6306). for
property a.cquired under a.n award ~o
conduct basic or applied research by a
non-profi institution of higher edu-
cation or non-profit organization
vih ose principal purpose is conducting
sci en tifi c research.
(0) Federal a.wa.rding agency means

the Federal agency that provides an
award to the recipient.

(p) Federrl funds a.uthorized means the
total amount of Federal funds obli.
gated by the Federal Government for
use by the recipient. This amount may
include any authorized carryover of un-
obligated funds from prior funding pe-
riods when permitted by agency regula-
tions or a.gency implementing instruc-
tions.
(q) Federal share of real property,

equipment, or supplies means that per-
cen tage of the propert:ir's acquisition
costs and any improvement expendi.
tures paid with Federal funds.

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

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

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

charges made to the project or pro-
gram. They may be reported on a cash
or accrual 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 e):pense charged, ~he 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, outlays are the sum of cash dis-

2 CrR Ch. II Ci- 1-06 Sditjon)

blJ;~?iernenüs for direct. cb.a.rgeG fo:' g"oods

and services, ~he amount- of indir~ct. BY..
pense incurred, the ',;atue of ¡notinG
c:ontributions applied, and the net ;n.
crease (or decrease) in ~iie a.mounts
oVied by the recipient Íor good¡; and
other property received, for servic,:s
períormed by employees, ::ontr2.ctors,
SUbl'ßcipients and ot11er p:iyees and
other amounts becoming owed under
programs for which no current services
or perfo::mance are required.

(v) Personal property means property
of :iny kind except real property. It
may be tangible, halTing physical exist-
ence, or intangible, having no phYSical
existence, such as copyrights, pa.tents,
or securities.

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

(x) Program income means gross in-
come earned by the recipient that is di-
rectly generated by a. supported activ-
ity or earned as a result of ~he award

(see exclusions in § 215.24(e) i.nd (h)).
Program income includes, but is not
limited to, income from fees for servo
ices performed, the use or rental of real
or personal property acquired under
federally-funded projects, the si.le of
commodi ties 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, as set forth in the applicable
Federal cost principles, incurred by a
recipient and the value of the contribu-
tions made by third parties in accom-
plishing the objectives of the award
during the project period.

(z) Project period means the period es-
~ablished in the award document dur-
ing which Federal sponsorship begins
and ends.
(aa) Property means, unless Dtherwise

stated, real property, equipment, in-
ti.ngible property and debt instru-
ments.
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OiliE Circuiors ond ::;Uidonce

1:.lU. 1-:e.ui TJT()7je'-~'J. H1E:ä.l1E lc.DC ~liL~ L:Ò-
Eif 12.nè 1!"¡prûvtrneJ:T/S, Si:inJ.GüUre¡: r.~jC

c.pp~rLená.rjLeS ~,LE::rei.c:, 'out eXCiUQ~E

rf1o\'ablf: n-u:1.cl1inery é.1'd E:quipn-ieYit.

:GC; hecip-.ent !Y,elens leTi organiz¡¡~ioL
recej ving- finz.n ció.l 2..SS1s~anCt direc-uJ:y

fI'úITl F~deI'á.J 2.vr'ardiiig a.gericies ~o

COlerry out a prOject or program Tlie
ù8!.!Ti includes public a.nd prjvó.iE: ins"Gj-

cUGlOnS of :nigher educatior., public and

prjvaëe bospiuals, and Ouher quasi-pub-
lic ¡¡na private noii-profit organizatioiis

such as, om not limited to, community
a.Gtion agencies, research insti tu ues,
educatioYial associations, and heal tb
cen¡,ers. The term may include com-
mercial organizawions, foreign or incer-
natioriaJ organizations (such as agen-
cies of i:ie United Nai;ions) which aTe
r.ecipients, subrecipients, or contrac-
tOTE or subcontractors of recipients or
subl'ecipients at the discretion of the
F'ederal awarduig agency. 'Yne term
does not lIclude government-owned
contractor-operaT,ed facilities or re-
search centers providing continued
support for mission-oriented, large-
sC2.1e programs tIia.t are government-
owned or controlled, or are designa:.ed
as feder",l1:y-funned research and devel-
opment cen¡,ers.

(dd) Research and development means
0.11 reseh.rcI. 8.ctivi uies, -Doub b2.sic and
applied, ariÒ all development activities
tIl.~t 2.?t SUJJPoTLec at unive2"sities, CO~-

leges, a.nd o:.I1er non-p:'ofit :::.T1S'Ult.li-
tions. ''?oesearcb'' is defined as a sys-
t.ema.t1c study àirt-c'ueå tOvva.rò fuller
scientific knowledge or understanding
of 'ühe subject studied. "Development"
if the systematic: use of knowledge r.nd

understanding gained from lesearcb di-
rected toward the production of useful
materials. devicef, systems, or me'üb-
ods, including design and development
of prototypes and processes. The term
,'esearcli Pulso includes activities in.

volving the training of innividuaJs in

researcli ,echniques where such activi.
ties utilize the same facilities as other
researc1: and development activities
ana where such activities are not in-
cluõea in the instruction fUIiction.
(ee) Smull awuids means a gra.nt OT

GCJopera.tsive a,greerneT!t not exceeding
;;Je smaU purchase thresÌiold fj):ed at
1: use 103(11) (currently 5:2ó,000).

~ff) Subc.ward n:-iea.TiE 3.:0. c.vn?.rò of f1-
na.nc:;al aSSis:'c.TlCE iT! thE: forni 0:

§ 215.2

niùlicy, U! jJJ"(JlJe.:':'Y 11; ~lf:L 0-; n~oney
Tl.ic.Oi' unùe1 8.1. &Wc.tC .üS c. ~'8(;lpierl.: ~(;
~r; eligiblE: SU.,jf8c:p1E::nt ü!' by ~ sub-
re8ipient ¡'ú a iower ¡;e, surJrecipient.
Ti-1E: 'Germ l.ncludeE fini.ricial ó.ssisi.a.ncé

wrier~ provideè by 2.T.j- legal agreerrl.erJt,
ever! if thE: a.gr~emei-t iE 0alìBd h COD-

tra.c1., but does not include procure-
rrieDL of goodE- anG services nur òúeE: Ji.
inciude any form of 2.SSistaJ1Ce WhidJ is
excluded from che defir,icion of
"award'. ir, §215.2(e).

(gg) Suorecipient rrieans thE; legal entj-
uy to which a subaward is made ana
which is accoun"able to trie recipient
for the use of the funds provided. The
term may include foreigYJ or iriter-
national organizations (suc:n as ",ger,-
cies of the United Nations) at che dis-
cretion of the Federal awarding a.gen-
cy.

(hh) Supplies means all personal pro;,.
erïJY excluåing 8quiplYient, lritangib18
property, and debt ins¡;rumen ts a¡; ÙE:-
fined in this section, and lDventions of
a contractor conceived or Îirst actuall:y
reâuced to practice in the performance
of work under a funding agreernent.
("subject ir!ventions"), as defineõ in 37
CF?, part 101, "Rights to lnveni;ioYis
Made by Nonproiit Organizations and
Smal1 Business Firms Under Govern-
rn.ent Gra!1Ti3, Cc.1TItr.acts, ane Cooper&.-
tjve Agreements."

(ii) Suspension ITisa.rn: aTi a.C~iOD D)~ 2-

:Pedera.1 a:wa.rding a.genc.y ~hat û-e:.n.pc.-
rariiy wit,hdraws Federa1 spoYl.orship
una er ari award, pendirig eo:-recti ve ac-
tion by "he recipierJt or periding a deci-
sion to terminate the award oy tiie
Fedeni.l awarding agency. Suspension
of ~n a;v:ard iE ó. separate a.ction from
suspension under Federal agency regD.-
lations implementing E.O. 12519 (ó1 FR
6370,3 CFR 1986 Comp., p 189) and E.O
12688 (51 FR 34131,3 CFR 1989 Comp.. p.
235), "Debarment and Suspension."

(jj) TeTminatwn means tiie carleell:;..
tiori of Fec1eral sporiso,'sIllp, Ui wliole or
in part, under an agreement at any
time prior ,,0 trie õate of completion.

(l:k) TiiiTd paTty in-kind coniTibu,tions
means the value of nOD-cash contribu-
tions provided by non-Federal T,hird
parties. Trii!'d pc.rt:y iri-l:ind contrfDU-
tiOTIE rriC;y 'be in TsI-c iorrr¡ of real proJr

erôY. equipmeYit. SUppli8E and other ß)-

peri Ga:olt property. 2.no the Y&.lu€ of
gOUGE aDd sery:iceE dllsc~l\' "o€riefiL.~ng

t:"....,)
l- -T ,L..Cr~r/~Er..~-T

:i L,'~).E S' r..~-J;

L
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§ 2 .:5.3

:LnU .sP8C1f1C;?..iJ:1T idel'Jci:~a.iJJe. ri() :~he
pre: ¡eei; or prugram

,)l) Unlic¡uiciaied ()hligati(Jn~, for f1nan-

c.iai repOì'1JS prepa.reà on a casti "oasis,

means the amount of obligations in-
curred by the recipient that have not
been paid. For reports prepared on an
accrued expenditure basis, they rep-
resent the amount of obligations in-
curred by the recipient for which an
au tlay has not been recorded.

imm) Unobligated balance means the
portion or the funds authorized by the
Federal awarding agency that has not
been obligated by the reCipient and is
determined by deducting the cumu-
latiire obligations from the cumulative
funds authoriz,ed.
(nn) Unrecovei'ed indirect cost means

the difference between the amoun t
awarded a.nd the amount which could
have been awarded under the reCipi-
ent's approved negotiated indirect cost
rate.

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

* 215.3 Effect on other issuances.
For awa.rds subject to this part, all

administrative requirements 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

extent they are required by statute, or
authorized in accordance with the devi-
ations provision in § 215.4.

§ 215.4 Deviations,
The Office of Management and Budg-

et (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.
Federal awarding agencies may apply
more restrictive requirements to a
class of recipients when approved by
OMB. Federal a.warding agencies may
apply less restrictive requirements
.",'hen awi,rding small awards. except
for those requirements which are stat-

2 CFR Ch II (1-1-06 Edition)

u Lo:'y Excep~lons Dn lJ. ~:a.S8-ÖY-(;o.se
~)asis ,na,y ;;so be. mad e by Feòeral
;¡.warding agencies.

§ 215.5 Subawards.
Unless sections of this part specif-

caDy exclude subrecipients from cov-
erage, the provisions of this part shall
be applied to subrecipíents performing
work under awards if such subrecipi-
ents are institutions of higher edu-
cation, hospitals or other non-proflt or-
ganizations. State and local govern-
ment subrecipients are subject to Ghe
provisions of regulations implementing
the grants management common rule,
"Uniform Administrative Require-
ments for Grants a.nd Oooperative
Agreements to State and Local Gov-
ernments," published at 7 CFR parts
3015 and 3016, 10 CFR part 600, 13 CFR
part 143, 15 OFR part 24. 20 CFR pa.rt
437, 22 CFR part 135,24 CFR parts 44, 85,
111. 511, 570, 571, 575, 590, 850, 882, 905,

941. 968. 970, and 990, 28 OFR part 66. 29
OFR parts 97 and 1470, 32 OrR 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 pa.rt 12. 44 CFR part 13,
45 OFF. parts 74, 92,602,115'7,1174,1183.

1234. and 2015, and 49 CFR part 18.

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

Subpart B-Pre-Award
Requirements

§ 215.10 Purose.
Sections 215.11 through 215.17 pre-

scribe forms and instructions and other
pre-award ma.tters to be used in apply-
ing for Federal awards.

§ 215.11 Pre-award policíes.

(a) Use of Grants a.nd Cooperative
Agreements, and Contracts. In each in-
stance, the Federal awarding agency
shall decide on the appropriate award
instrument (i.e., grant, cooperative
agreement, or contr.act). The Federa.l
Grant and Cooperative Agreement Act
(31 U.S.C. 6301-08) governs the use of
grants, cooperative agreements and
contracts. A grant or coopera.tive
agreement shall be used only when the
principaJ purpose of a transaction is to
accomplish a public purpose of support
or stimulation authorized by Federal
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DI..1B Circulors arid Guioari::e

S~,Q.liü:Jé TÙt s:,~..:~..Ui.a;y cr2'ub:::úL iCJ~
c.nOósing between gT?..nrl!: ó.nd c.úoJJcT'ë.-
t.~Vt; ó.gr(:cTnent£ LS t:nh.t iUT tIle ;'2.:'liE:'f,
..suÌJstan,ial involvement IE e):peG~f:d

Ù8vween r.ie execur.)Vt a.gellC~Y and ùlit
S"Le'..tt, lOGa) goveTnrrient, or other rE:-
ciDient. wher, carrying out the activ;t,y

c¿n~emD)i:t.ed in ~he agreemel1t. ,. Cor,-
t,ract,s ¿h",l1 be used wheD tiie pr:ncipaJ
pu:;pose is acquisi¡;ior, of property or
services for the àirect benefit or use of

che Feàeral Government.
(b) Pu.olic Notice anò Priority Set-

cing. Federal awarding agenCies shall
notify the public of its intended funò-

ing priorities for àiscretionary gr¡¡nt
programs, unless finding priori ties ¡¡re
f:suablished by Federal st,atute.

S 215.12 Forms for applying for Fed.
eral assistance.

(a) Federal awarding agencies shall
Gomply with the applicable report
clearanoE requirements of 5 CFR p¡¡rt
1320, "Controlling Paperwork Burdens
on the Public," wi~h regard to all
forms used by ¡;he Federal ¡¡warding
agency ilJ pIaoe of or as a supplement
to the Standard Form 424 (SF-424) se-
ries.
(b) Applicants shall use the SF--24

series or t,Ìiose forms and inscructions
prescribed by the Ff:deral awarding
á.geiicy.

(c~: Fo!' Federal progra.ms cO"'v.ereê by

E.O. 12372, "lDtergove:;nmen:.aJ Review
of Federai Programs," (47 FR 30959, 3
OFF. 1982 Comp., p. 197) the allPÜca.nt
sha.D complete the appropria.te sections

of the SF--24 (ApplicatiolJ for Federal

Assist.a.nce) indicating whether the ap-
plication was subject to review by the
State Single Point of Contact (SPOO).
The name and address of the SPOC for
a particular State calJ .De obtained from
the Federal awarding agency or the
Cutalog of Federal Domestic Assistance.
The SPOC shall adv1se the applicant
whether tI-ie progr¡¡m for whicb applica-
tion is miide has beer. selected by that
Sta.te :ror revieV\'.

(d) :FederaJ awarding agencies that do
not use the SF-424 form should indi-
cate whf:ther the application is subject

cG revie."" b:y ct¡e Suine under E.O 12372.

§ 215.13 Debarment and suspension.
Federai &.'l,'8.rding a.gencies

cipien t.E .sha.ll c.omply wi tb
o.nò 1"6-

Ye:GË;:,a.1

§ 2-¡ S.:5

8.~8IiC~Y J'bg-Ui.a.::lúJi~ ~niplénif:rjting E._('.~

~.4S4~ c-YiÒ =-~688, "=ieÙc.7'IT1SJi"i. anè Su~.-
ptjl1sior: ,. Ul1òe1- those r8g111á.t.ìons, eer-
tam parties who an debarrf:d, sus-
pended or otherwise excluòed ina:; n01
be panicipaTits or pnncipals ir, Federa!
assistanoe awards a.nd subi:wards, and
m certain cont,raCèS under chose
awards and subawards.

l7li FF. 51879, Aug. 3l, :6(05)

S 216.14 Special award conditions.
If an applicant or recipient has a his-

tory of poor performance, is not finan-
cially stable, has a. mar.agemEnt sys-
tem that does not meet, the si:aiidards
urescribsd in this part, has not oon-
formed to the terms and conditions of
a previous award, or is not other'wise
responsible, Federal awarding agenCies
may impose additionaj requirement,s ¡¡s
needed, provideõ that sucn ¡¡pplicant or
recipient is notified iri writing as to:
the nature of the acidi tional requirE:-
ment,s, the reason wIiy the addit;ional
requirements are being imposed, the
nature of the correctjve a.ction D8ededi
the time allowed for compieting the
corrective actions, and the method for
requesting reconsideratiolJ of the a.ddi-
tiona1 requirements imposed. P.ny sps-
cial conditions shall be promptly re-
moved onDe öhe DonùitioIls ;;hat
prompted them have been correc-¡eù.

~ 215.15 Metric system of measure-
ment.

Tile h1.etric Conversion j.~cti a.s
amended by the Omnibus Trade and
Competitiveness .Act (15 D.S.C. 205) de-
clares that the metric system is che
preferred measurement sj'stem for D.S.
traòe and commerce. The Act requires
eacÌ! Federal agency to establish a date

or dates in Donsultation with the Sec-
retary of Commerce, when the metric
system of measurement wiD be used lD
the agency's procurements, grants, and
o;;her business-related acti\'ities. Met.
r;c implementatiori ma.y tate longer
where the use of the s;\'stem is initially
impractical or likely to ca.use signifi-
can t ineffici encies in the accomplish-
ment of feâeral1y-funded 2.ct,ivi ties.
Federal awarding agencies shall follow
"he provisions of E.O 12770, "Metric
usage iri Federal GovernIIen t Pro-
gTams" (5E FE 3580l, ;: CFR 1991 Comp.
p 34.3)

'iÖ ~CHf,..,¡:~~T ......c
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§ 215 ì 6

~ 2,) 5.) 6 ReF;ource Conser,,¡i cion and
Recovery Act.

Under the Act. any Sr.a.te a.gency or
;:.gency of a politic",l subdivision of a
St?t.e whic1i is using appropriated Ped-
(,ral funds must comply with section
G002. Section 6002 requires that pref.
erence be ¡(iven in procurement pro-
g-Tams to the purchase of specifiC prod-
ucts containing recycled materials
iclemified in g.uidelines developed by
the Environmental Protection Agency
!EP A) 140 CFR parts 247-254). Accord-
ingly, Sta.te and local institutions of
higher education, hospitals, and non-
profit organizations that receive direct
Federal awards or other Federal Îunds
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 Cer-ifications and representa-
tions.

Unless prohibited by statute or codi-
fied regulation, each Federal awarding
agency is au thorized and encouraged to
allow recipients to submit certifi-
cations and representations required
by statute, executive order, or regula-
tion on an annual basis, if the recipi-
ents have ongoing and continuing rela-
tionships with the agency. Annual cer-
tifications and representations shall be
signed by responsible offcials with the

authority to ensure recipients' compli-
ance with the pertinent requirements.

Subpart C-Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§ 215.20 Purpose of financial and pro-

gram management,
Sections 215.21 through 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 allowabili ty of cost, and es-
tablishing fund a.vailability.

§ 215.21 Standards for financial man-
agement systems.

(a) Federa.l awarding agencies shall
require recipients to relate financial

2 CFR Ch II (1-1-06 Ediiion)

ûa'CG. t,G performíJ.nc:t d::..~a o.rid deve)op
unit cost. info:'Hia:ion v:,nenever pfa.t-

tica.l.
(b) Recipients' financial management

sys¡;ems shall prOVide for "he following.

(1) Accurate, current and complei,e
disclosure of i;he financia.l results of
each federally-sponsored project or
program in accordance wi tb the niport,-
lng reqUirements set forth iri § 215.52. If
a Federal awarding agency requires re-
porting on an accrual basis from a re-
Cipient that mainta1.ns its records on
other than an accrual basis, :;he recipi-
ent shall not be required to establish
an accrual account1.ng system. These
recipients may develop such accrual
data for its reports on the basis of an
analysis of the documentation on hand.
(2) gecords that identify a.dequately

the source and application of funds for
federally-sponsored activities. These
records shall contain information per-
taining to Federal awards, authoriza-
tions, obligations, unobligated bal-
ances, assets, outlays, income and in-
terest.

(3) Effective control over and ac-
countabili ty for all funds, property and
other assets. 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. W1ienever
appropriate, financial information
should be related to perfo!'mance and
uni t cost data.

(5) Writt,en 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 Ma.nagement Im-
provement Act (CMIA) (Pub. L. 101-453)
govern, payment methods of State
agencies, instrumentalities, and fiscal
agents shall be consistent with C:iVIIA

Treasury-State Agreements or the
CMrA defaul t procedures codified at 31
CFF. part 205, "Withdrawal of Cash
from the Treasury for Advances under
Federal Grant and Ot1ier Programs."

(6) Written procedures Îor deter-
mining the reasonableness, allocabili ty
and allowabi1i ty of costs in accordance
with the provisions of the applicable

46
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OlliB CircUi::rs and Guidance

1'(~dbl'i.d (;OSl. priri81piss tinò li.!it "ue:"'nlE
~riè Gül-idit."lc.DE ot ~hE: ~wó.ld

(7.; J..i(:c;ount,irig !'t:corås including ~ost
c.DGUUJit:ng reGO!'ÔE i:ha.L axe SUPI)OTLbÒ

tiy bourG€; àoc~urrient.2.tion

,.. VlJlèró thE: F¡,õeraJ GOVE::-nmen;,

gü.ë.tc.nteeE: OT insu;'es tl:iE: repa.yrrient. of

mCJIe;) borrow¡,ò by t-ilE: r¡,cipient. t-iiE:
Y E:der",J awarding agency, at Hs disc:-e.
tior., may requirE: ",ò¡,quate bonding
and insuraTic,e if the bonding and insur-
anCE: requirements of the recipient are
not deemeò adequate to protect r,hE: in-
terest of the FeõlOr2.J Government.

Cd) The Federal awardÜig agency may
require adequate fidelity -Dond coverage
where the recipient lacks sufficient
coveragE: to protect thE: Federal Gov-
ernmen,'s interest.
(e) Vrhere bonci are required in the

situá.tioru describ¡,d abOVE:, 1jhe bonds

shall be obtained from companies holò-
ing certificates of authority as accept--

able sureties, as prescribed in 31 CFF.
part 223, "Surety Companies Doing
Business with the United Sta.tes. II

§ 215.22 Payment.

(a) Payment methods shall minimize
the time elapSing between the transfer
of funds from the United States Treas-
UT;' anò thE: issuance or redemption of
checks, w",rran1jS, or payment by ot1:,er
means by the recipients. Payment
rne'Gt.ods oi Sta.te agencies or ~tru-
men~alit.ies shall be consistent vtitb
T:-e2.sury-State CMlA agreements or
default procedures coòified at 31 CFF.
paTt 205.

CO) Recipients are to be paid in ad-
vaiice, provided they maintain or dem-
onstrate thE: willingness to maintain.

(1) Wntten procedures that. minimize
the tunE: elapSing between tbe transfer
of funds "'116 disbu;:sement by the reo
cipien t, and
(2) Financial m8.na,gemei! t sy stems

that meet. the standards for fund con-

trol anò accountability as estpvblished
in § 215,21. Cash advalices to a recipient.

organization shall be limited to the
minimum amounts neeòed and be
-cimed to be iD accordance with the ac-
tU2ol, immediate cast, requirements of
tn€: :recipient oTganization iT! ca.rrying
out the purpose of tlie approved pro-
grá.m or project 'Ihe timing anò
Q.ITlûunt of cB.sn aå"\!c.!lûes sbalJ be a,s

cjOSE: a.s if adrrÜn":lS:ll'c.tJ\ie~y fea.sible "vo

§2i2'.22

'CJit o..GLU~; cilSbul'bérliéJ~L~ liy ;:llé J'~c:p:-

en.. Ol'g8.niZ8.LioTJ Jor diy"ec-: l)túgrarr; ú:-

prOject costs anò ¡;IE: proporti.onate
shá.!.E: 0: any allowable lTJdirect COSLE.

Ie) VTneneveT p::ssible, aò\'ances sh",)J
be consolidated to cover anuicipaLed
cash neeòs for all awardE made by t:ne
Federal awarding agenc.y to tl1e recipj.
ent.

D) .f_àvance p.ayment ITiecrianisrr:is iri-
elude, but ::re no, limited to, Treasury
check ar,d elec7.ronic furids UTansfer.

(2) Aòv::nce payment IYiechanisms arE:
subject to 31 CFR part 205.

(3) Recipients shall be authorized to
submit requests for advances and reim.
bursements at le::st monthly when
electronic fund transfers are not used.-

(d) PuequlOsts for Treasury check aò-
v::nce payment shall be submitteà aD
SF-270, "Request for .Aòvance or P.eiII-
bursement," or other forms as may DE:
authorized .D:Y OMB. This form is not to
DE: useò when Treasury cbeck aòva.ce
payments are made to the recipient
automatically through the use of a pre-
determined payment schedule or if pre-
cluded by speci::l Federal awarding
agency inscructions for electronic
funds transfer.
(e) Pueimbursement is the preferreò

methoò when the requirements iT;
§215.12.(b) ca=ot be met. Federal
awarding agencies may also use this
me'uriod OD any construct-ioi: 2.g!'es-
ment, OJ if the ffR,jor pO:LüiOL OJ 7lhe

construction project is a.ccomplis-iied
througb private market iinancing or
Federal loans, and the F'ederal assist.
ance constitutes a minor portion of thE:
project.

(1) ìV1JerJ the reimbursement metfiod
is used, the FedlOral a"iarding ageTicy
shall make payment within 30 days
after receipt of the billing, unless the

.oiling is improper.
(2) Recipients shall be autborized to

submit request for reimbursement at
least monthly when electTonic funds
transfers are not used.

(n If 2. recipient cannot meet the cri.
teria for aõvan¡;e payments and ::he
F'ederal awarding agency hp.s deter-
mined that reimbursement is not fea-
sible because the recipient. lacks suff-
cient \vo:'king capit.al: ljrie Feò8i'2.J

a.warding- á.gency may providE: cash OI! a
working ca.pjt,2ul aÒ\I3.T1C€ Dc.siE. UndeT
T,I-iis p::os8å.ure. ~rie Fed-8:'8.J a.vY3.rdin~

/or;
-: , ~Cr~Mc'~' ~----
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§215.22

;:.g-ericy sjit':lJ adv8.nce c::-i.sL ~,i:, ~'rie r~-
r_~~~Tjen~-. rlü ~ove~~ ~T,S estirnated dlSbu;~Sé-

t:í8nL needs for an inltia.J pe:-l(Jd geri-
e:'ally g-ea:'ed t.o ~be a.viardeeis dis-
hnrsing c:ycle. Therea.fter, tIie Peder:;l
~-"w?"rding agency shall reimburse ~he
:-eclpieii t for its actual cash disburse-
ments. The working ca.pital advance
method of payment shall not be used
for reCipients unwilling or unable to
provide timely advances to their sub-
recipient to meet the subrecipients ac-
tual cash disbursements.

eg) To the extent available. reclpl-
en ts shall disburse funds available from
r~pa.yments to and interest earned on a
revolving fund, program Income, re-
bates, refunds, can tract settlements,
audit recoveries and interest earned on
such funds before requesting additional

cash payments.
eh) Unless otherwise required by stat-

u t,e, Federal awarding agencies shall
not withhold payments for proper
charges made by recipients at any time
during the project period unless para-
g-raphs (h)(l) or (2) of this section
apply.

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

(2) The recipient or subrecipient is
delinquent in a debt to the United
States as defined in OMB Circular A-
129, "Managing Federal Credit Pro-
grams." Under such conditions, the
Federal a.warding agency may, upon
reasonable notice, inform the reCipient
that payments shan not be made for
obliga,tions incurred after a specified

da.te until the conditions are corrected
or the indebtedness to the Federal Gov-
ernment is liquidated.

(1) Standards governing the use of
banks and other institutions as deposi-

wries of funds advanced under awards
are as follows.

(1) Except for situations described in
paragraph (j)(2) of this section, Federal
awarding agencies shall not require
separate deposi tory accoun ts for funds

provided to a reCipient or establish any
eligibilty requirements for depOSi-
tories for funds provided to a recipient.
However, recipients must be able to ac-
count for the receipt, obligation and
ej:penditure of funds.

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

(2~ Aòvances o~ F'ecierá.l fU)lds shalj l.t
deposited a.nd main¡;ained in insured
a,ccoun ts v,oÌ1ei-ever possfrJle

(j) Oonsistent with 0he national goal
of expanding the opportun I ti es for
worn eii-owned a.nd minority-owned
business enterprises, recipieiits shall be
encouraged t,o use women-owned and
minority-owned banks (a bank which is
owned at least 50 percent by women or
minority group members).

(k) Puecipients shall main tain ad-
vances of Federal funds in interest
bearing accounts, unless paragraphs
(k)(l), (2) or (3) of this section apply.

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

(2) The best reasonably available in-
terest bearing account would not be ex.
pected to earn interest in excess of :1250

per year on Federal cash balances.

(3) The depository would require an
average or minimum balance so high
that it would not be feasible within the

expected Federal and non-Federal cash
r'esources.

(1) For those entities where CM1A
and its implementing regulations at 31
CFPu part 205 do not apply, interest
earned on Federal a.dvances deposi ted
in interest bearing accounts shall be
remi tted annually to Departmen t of
Health and Human Services, Payment
Management System, Puockville. MD
20852. Interest amounts up to $250 per
year may be retained by the recipient
for administrative expense. State uni-
versi ties and hospitals shall comply
with CMIA, as it pertains to interest. If
an entity subject to CMIA uses its own
fl1nds to pay pre-a.viard 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 reo
questing advances and reimburse-
inents. Federal agencies shall not re-
quire more than an original and two
copies of these forms.

(1) SF-270, Puequest for Advance or
Pueimbursement. Each Federal award-
ing agency shall adopt the SF-270 as a
standard form for all nonconstruction
programs when electronic Iuiids trans-
fer or predetermined advance methods
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Olv1B Ciicuior~ and Gui.jance

ë,,:'~ rio:' used Y'f;oer-a1 G,v~'o.r'diril c.geri-
Gjc:E. nuwever, havE tIlE: OPLIOI¡ of using
thJ~ Jorm ior coiis¡,yuc.r.ioD progra.n-iS ::ri
lie\: o~ uhE: SF-27l, "(mulay :Report ::nd
P"equest for Reim.üu:'seinerit for Con-
s"LrUc.~jori ?rúgra.ms."

(2, SF-271, Outla.:).' F..epo:""G a.nd F..e.-
quest fOT Eeimbursement for Construe-
';iOr. P,ugra.rrs. Each Feãeral á,warding
á,gency shall aöopt the SF-271 as tiie
standa.rd form t.o be used for requesuing
reimbursement for Gonstruction pro-
gra.ms. However, a Federal awarding
a.geiicy may su.ostitute the SF-270
when the Feöeral awarding agency ãe.
termmes that. it provides aöequate in-
formation to meet Federal needs.

¡ 215.23 Cost sharing or matching.
(a) ..S.li com,ributio:n, including casb

::nã 1hird party in-kind, shall be ac-
cepteã as part of the recipient's cost
sharing or matching when sucb con.
cribUêionE meet all of the following cri-
~eri2..

(1) f-le verifiable from the recipient;s
records.

(2) Are not included as contributions
for an:y other iederaliy-assisteö project
or program.

(3) Are necessary imd reasonable for
proper and efficient accomplishment of
project oj' program objectives.

(4) É-le allow;:.ole Ü.nöer the applic¡,-

bie cost principles.
(5) r-le not paià by the F'ecie!'al Gov-

ernment unöer another award, except
where authorizeà by Federal statute to
be useC for cost sharing or matching.

(6) I:J'e provideö for in the apprDved
budget when required by the Y'ederal
2..w¡"rding agency.
(7) Conform to other provisions Df

this part, as applicable
(b) Unrecovereö indiTect costs may be

incluàed as part of cost sharing Dr
matching only with t1:1e prior app!'oval
Df the F eãera.J awarding agenc;y.

(e) Va.lues for recipient contributions
of services anò prDperty shall be est¡"b-

lished in accordance with the applica-
ble cost principles. If a Federal award-
ing agency autnori2es recipient,S to do-
112.:;"8 buildingE or land fo! construction!
iCicil~ties a.cquisition projéctE OT long-
"erm use, che "alue of the donated
propeTty for cost sharing 01' rriatcning
sÌiall be the iesser of pa.ra.graphE (ell)
or (2,; of ühiE sect.ion

§21S.23

(l Tilt (j8r~liied \'i.dl1E: u1 r.iif. rerri(;:r;-
mE; llE: of "he p!.op:;ny recúrcleè lL tllE:
recipien~'s a8c;ûuT11U:'T1g records a.t: t.Ili::
Iiinlt OJ QOIiE:tioL

(2) ThE: current, ió.ir ITiarket vCAlue
Bowev8!', vl1i8r: -ebe!.f: lß sufficient jus-

üiflct:tion, the Y'8de:-al 2.v;ar'ding sgerJ-

cy m¡,:y approvE: the use of ürie CUITent
fai'. má.rket value of tllE: donated proy.
erty, e\'en if it exceeds the cercifieò
value at thE: time of donation to the
project.

(d) Volunteer services furnisried by
proiession:Ü and technical personnel,
consul"ants, and otrier skilled anò uri"
skilled labor may be counted as Gost
sharing or matching if the service is an
integral and necessary part of ari ay-
proved project or program. Puates for
volunteer services shall be consiSLent
viith those paid for similar work in the
recipient's organization. In those in-
stances in which the required skils are
not found in the recipient organization,
rates shall be consistent with thDse
paid for similar work in the la-bor mar.
ket in which the recipient competes for
the kinã of services involved. In either
case, paid fringe benefits that are rea-

soriable, allowable, and allocable may
be incluàed in the valuation.

(e) Wnen an employer oi:her triaIl tIie
recipient furnishes the services of an
employee, these seTvices shall be \'al-
U8Ò at the employeels regula.r rate of
pa.y' (plus an amount of íringe -DeDeÎi~s

t:nat are reasonable, allowable, anà al-
locable. but exclusive of overhead
costs), provided these services are in
11:e same skil for which the employee
is normally paid.
(f) Donated supplies may inc1uãe

suet items as expendable equipment,
offce supplies, . laboratory supplies or

workshop and classroom supplies.
Value assesseà to donateà supplies in-
cluded in tIie cost sharing or matching
share shall .De re¡:sonable and shall riot
exceed the fair m¡"rket value of che
property at 1Ìie time of the donation.

(gj The method useö for determining
cost sharing or matching for donated
equipment, buildings anC land for
whicr' title passes to "1ie recipient. may
ãiffer ¡"ccording LO the purpose of the
aviard, if p¡"c'agraphs Cg)(ï) or (2) of this

sectiur: c.pply.

(1) If ~hE: purposE: Qr tile a\varò is to

c.ssis':v t.rlE: rsc~pient in thE: acquisition
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§ 2.¡:; .24

of E:UUiDTYi8nt, QU1JC11ngs aT ~2.nd, ùi"ie
~.,(jt.a.¡' V~.ìUé of she dOll2,ted pTOper~y
!Ta.y be clai!Tied as cost. sharing or
ma,t.ching.

(2) If the purpose of the a,ward is t,o
support activities that require the use
of equipment. buildings or land, nor-
mally only depreciation or use charges
for equipment and buildings may be
made. However, the full val ue of equip-
ment or other capital asset,s and fair
rental charges for land may be allowed,
provided that ihe 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-
cipien t, with the following qualifica-
t.ions.

(1) The value of donated land and
buildings shall not exceed its fair mar-
ket value at the time of donation to
the recipient as established by an inde-
pendent appraiser (e.g., certified real
property appraiser or General Services
Administration representative) and
certified by a responsible offcial 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 as established by an inde-
pendent appraisal of comparable space
and facilities in a privately-oì\'Ied
building in the same locality.
(4) The value of loaned equipment

shall not 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

valuation for personal service, mate-
riaL. equipment, buiidings and land
shall be documented.

§ 215.24 Program income.

(a) Federal awarding agencies shall
apply the standards set forth in this
section in requiril1g reCipient organiza-
tions to account for program income

2 CFR Cn. II (1- i--6 :ódiiion)

;elci,L,eè t.o projects îir.anceå in wrJolc: or'
:rì p2..:"t 'rll th Feàetaì funds.
(i)) E):cept as prov! ded in p?"ragTaph

(h) of this section, program income
earned during ~he project. period shall
be retained by the recipient and. i.ii ac.
corda.nce wi th 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-
ìowing.

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

(2) l:Jsed to finance the non-Federal
share of the project or program.
(3) Deducted from the t.tal project or

program allowable cost in determining
the net allowable costs on which the
Federal share of costs is based.
(c) ¡¡¡Then an agency authorizes the

disposition of program income as de-
scribed in paragraphs (b)(l) 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
reo-ulations or the terms and condi-
ti~ns of the award how program income
is to be used, paragraph (b)(3) of this
section shall apply automatically to
all projects or programs except re-
search. For awards that support re-
search, paragraph (b)(l) of this section
shall apply automatically unless the
awarding ¡¡,gency indicates in the terms
and conditions another a.l ternative on
the award or the recipient is subject to
special award conditions, as indicated
in § 215.14.

(e) Unless Federal awarding agency
reo-ulations or the terms and condi-
ti~ns of the award provide otherwise,
recipients shall ha.ve no obligation to
the Federal Government regarding pro-
gram income earned after th e end of
the project period.

(f) If :mthorized 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 iDcome, provided
these costs have no.t been charged to
the award.
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OI/IS Circ:Jl:rs and Guidori::e

:~g- T'" ;'() l;~~Òf: i:"úr.r: 'ihi: sal f: ~J: P!"::pt!'::Y
3-r:.al~ Ùt :ra,ndj~c iL h.c:cor-å.£¡n:.t witt t,:nt
!"i:c.u~:-.en'ieri"L.s of i.i'j E: ProJ)el't,y St.2.T1G-
2.rdE (se~ ~ 21t.3G t.hrougl, § 215.37;

(h) TJriless Federai a,wh.i'ding a.gency

reg-ulc.tions or "úne ~ermE ant Gondi"Giori

of r.1H: &.v~'ë.rè provide otÌierviise, recip~-
ent.E shë.l! naVE: no obligë.tion to ëht

Federal GQver-nrDent. wi tr, respect i:0
prog!'a.m incorrie ea.!T1ed f!'orri license
feeE and rOY2.1ties for copyrighi:ed ma-
terial. DatentE, patent applicationE,
tradema"rks, and inver,tions produceà
under.an a.ward. However, Patent anà
'Ir-ademark AmendmentE (35 D.S.C. 18)
apply to inventions made under aT, e):.
perimental, de.velopmental, or Tesearcn
aV'lard.

S 215.25 Re\'ision of budget and pro-
gTarn plans,

(a) The budget plan iE the financial
exvressioli of the project or program aE
approved during the award process. It
may include either the Federal and
nor,-Yederal share, or onl:)' the Federal
share, depending upon Federal award.
ing agency requirements. 1t shall be re-
lated to performance for program evai-
uatioD pm'poseE whenever appropriate.

(b) Puecipients are required to report
del' iations from budget and program
plam:, a.nd requE:st prior approvals for

budget 2.nd program plan revisioIl, in
a.cc.orda.nce witn thiE section.

(c) For none:onstr:Luct;ion awardsi re-
c:ipients shaD request prior approvalE
from Federal awa.rdLTJg agencies for one

or more of the following program or
buàget rela.ted reasons.

(1) Charige in the scope or the objec-
¡,ive of the project or program (eveD if
there is no associated budget revision

requiring prior writteD approval).

(2) Change in a. key person specified
Hi the appJit;ation or award document.

(3) The absence for more Lhan three
mOrlthE, or a 25 percent. ,eduction ir,
tirm devoted to the project, by the s,p-
proved project. director or prinCipal iri-
.\lestiga.tor.
(1) The need for additional Feelera)

iurJding.
(5) Tbe tra..nsfer of ê.rTlounts budgeteö

for inàir"ect costs to a.bsorb iiicrea.se~ iri
direc.t c.osts, or vice versa, if approva.1

is requirBè by tlie Y'eàe:'c.1 8.\l,'c.rd:ng

~gelicy .

§ 215.25

~c., T~'ie ~J.iGjUS10L. Ui~.l8:S~ WC1JVcG Iiy
'GIit Fbde;~4~ e:v.'~r-d:ng c.genc.y, ú~ (~C;Sl.':
~hc.:~. reC¿ü.i.:i: prior c.PP!'ov~: 1.1; c.G(;úlù-
2.rJGE: V,r~~i:r~ an:y oi ~IH: fúliü\iiing, ~s ä.ý-

pllGi-~bl e
I~: 2. CFR p2.r~ 220. "CCJSL F'ririciple.:

for Educó"eiona1 Ins¡,i¡;UëlOnS (OMB Cir-
cular .f~-21):"
(ii¡ 2 CPR pa.n 230, .'CúSL PrinciplE:E

for NOL-Profit úrganizai:iOl-JE COME Oi,-
ci;lar 3_-122);:'

(iii) 45 CPR part 74, -l,:ppendi: E
"Pril1ciples for Dei;ermining CostE Ap-
plicable to Puesearcb and Development
under Grants and Contracts with Hos-
pitals;" and

(iv) 48 CFR part. 31, "Contract Cost
Principles and Procedures."

(7j The i:ramfer of funds alloi:ted for
training a.llOWaJCeE (direct payment 1,
trainees) to oüi-ier caLegarieE of e):-
pense.
(8) UiÜesE described in the applica-

tion and funded in the approved
awards, the subaward, transfer or corJ-
tracting out of any work under aD
award. ThiE provision dDes not apply to
ëhe purchase of supplies, material,
equipment or general support services

(d) No otner prior approval require-
ments for specific items may be im.
pose.d unless a deviation has been ap-
proved by Olv.LB.

(e) Except. for requirements lisi:ed in
paragI'a.pnE (c)(l) and (c)(4; of ~his 58(,-
tion, Federal c.:w.ardig age!1cies are a.u-

tborized, at their option, to Vt'a1v € cost.-

rels:Ged and administrati\'e prior writ.-
i:en appro\'alE required bJ' 2 CFR parts
220 and 230 (OMB Circulars 1'-21 and l,-
122). Such waivers may include author-
iziIlg reCipients to do a-ny one or more
of the following.

(1) 1ncur pre-award cos'~s 90 calendar
days prior to award or more than 90
calendar days witb the 'prior approval
of the Fed~ra.l awarding a,gency. Ail
p!'c-c.ward CosLs 2.ie incurred at the rf-

cipient'E ,isk (i.e., thE: Federal award-
ing agency iE under nc obligation to reo

imburse sucn costs if f01" aDY reason
the recipient does riot receive an award
or if the award is less i;h",n anticipated
and inaåequ2.tE to coveT s"ùen costs).

(2) ITiltiate 8. ons-'"::me ext,ensioD of

~he exvir",¡,ion d",tE: 0: trJe ",ward of u))

-uO 12. riioTI1jÎls UllJ8SE one OJ n.iore of the
fOlJCi;Ning condi "'iúIlS 2.pp1:y Yor CJTIB-

5~
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§ 215.26

t~~1Tt8 e):~/enS1Gris. ¡:IïE: :'ec:;pien"l :-us~'. no-

t: ty riÌi€ Federal lj.warding agency in
v.:'j ~~rig wi th the supporting rea.sons
:wd revised expiration dar.e a,t least LO
cI;cyr. before the expira.tion da,t.e sDeci-

fied in the award. This one-time e~ten-

sion may not be exercised merely for
the purpose of using unobligated bal-
:U1Ces.

(i) The terms and conditions of award
pro hi bi t the extension.

(il) The extension requires additional
Federal funds.
(Hi) The extension involves any

change in the approved objectives or
scope of the project.

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

(4) For awards that support research,
unl ess the Federal awarding agency
provides otherwise in the award or in
the agency's regulations, the prior ap-
proval requirements described in this
paragraph (e) are automatically waived

(i.e., recipiènts need not obtain such
prior approvals) unless one of the con-
di tions 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 the

cumulative amount of such transfers
exceeds or is expected to exceed 10 per-

cent of the total budget as last ap-
proved by tbe Federa.l awarding agen-
cy. No Federal awarding agency shall
permi t a tra;tisfer 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) All other changes to nonconstruc-

tion budgets, except for the changes de-

scribed in paragraph (j) of this section,
do not require prior approvaL.

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

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

(2) The need arises for additional
F'edera.l funds to complete the project.

2 CFR Ch. II (l-i-Qó ¡;dition)

:3 A revision is ciesi:r-ed whjcij IjJ-
'-,oj es specific costs for which prior
viri ten approval ,~quiren-ients :13.y .ue

imposed consistent witll applica.bie
OlVB COS1, principles listed in § 215.27

(i) No otller prior a,pprova1 reouire-
ments for specific Items may b~ im.
posed unless a deviation has been ap-
proved by OMB.

(j) W1ien a Federal awarding agency
makes an award tha.t prOVides support
for both construction and nonconstruc-
tion work, the Federal awarding agen-
cy ma.y 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.
(k) For botll construction and non-

construction awards, Federal awarding
agencies shall reqUire recipi.ents to no.
tify tl1e Federal awarding agency in
writing promptly whenever the amount
of Federal authorized furids is expected
to exceed the needs of the recinient for
the project period by more than £5000
or five percent of the Federal award
whichever is greater. This notificatio~
shall not be required if, an application
for additional funding is submitted for
a continuation award,

(1) \\Tnen requesting approval for
budget revisions, recipients shall use
the budget forms that were used in the
application unless the Federa.l award-
ing agency indicates a letter of reouestsuffices. '
(m) Wi thin 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
stil under considera.tion at the end of
30 calendar days, the Federa.l awarding

agency shall inform the recipient in
writing of the date when the recipient
may expect the decision.

(69 F'R 26281, May n, 2004, as amended at 70
FR 51880, Aug 31, 2005)

§ 215.26 Non-Federal audits.
(a) Recipients and subrecipients that

are insti tu tions of higher education or
other non-profit organizations (includ-
ing hospitals) shall be subject to the
audit requirements contained in the
Single Audit Act Amend.ments of 1996

(31 D.S.C. 7501-7507) and revised OMB
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Of.J8 CircuiClrs and Guidan::e

:'lJ"GUlh,J f.-:;~0 . j-_Lid.~1iS uf Sv(.:"8E..

::ú~a.j GüVélTiYfieri'vE., and NGl;-:YlúÜ~ 01'-
fc.n.izh.tioris ,)

('oj Sr.z.1jE: anè loea; gc.verr.rrients shaìJ
-Lié subjec~- LO r.hé 2.udit requiren-lentE
cOTl"'ained in GIie Single Audit LCe
LrneridmentE of ::896 (31 U.S.C 7501-
7507:: and revised OME Circular 1_-133.

f_udJ"LS of States, LocaJ Gu-vernmeYi~sl

and Non-Profit Organiz.atiow::. ,.
(e) For-profit hospitals not covered

by the audi t provisi ons of revised OMB
Circular A-l33 shaH be subject to the
audit requirements of ¡;he Federal
~¥\ia.rding agencies.

(d) Commercial organiza.tions shall
be subject to the a.udi t requirements of
the Federal awarding agenc;y or r,he
prime recipient as incorporated in to
¡;he award document.

S 215.27 ill0wable costs.

For eacb kind of recipient, there is a
set of Federal principles for deter.
mining allowable costs. Allowa.oility of
costs shall be determiIied in accord-
ance with tDe cost principles applicable
to the entity incurring the costs. Thus,

allowabUity of costs incurred b:y State,
local or federally-recognized hidian
tribal governments is determined in
accordanc~ with the provisions of 2
CFF. part. ~25, "Cost Principles for
Sta.:ié, Loca.l. anà lriài2.TI 'T!'ibal Go'verr:-
ments (OlvíE Circula.r A-87." The allow-
a.billty of costs :ncurred by non-profit
organizations is determined in accorò-
ance witb the prOVisions of 2 CPR part
230, "Cost Principles for Non-Profit Or-

ganizations (OMB Circular A-122)." The
alloviabUity of costs incurred by insti-
tutions of higher education is deter-
mined in accordance with the provi.
sions of 2 CFR part 220, "Cost Prin-
ciples for Educational Institutions
(OMB Circular 1'.-21)." The allow'abilty
of costs incurreò by hospitals is dete;-
mined in accordance \I,.itb -¡he prOVi-
sions of Appendix E of 45 CFR part 74,
'.Principies for Detèrmining Oosts Ap-
plicable to Research a.nd Developmerit
.Under Gran~s and Contracts witb Hos-
pitals" The allowabiiity of costs iD-
curred by commercial organizations
and tnose non-profit org2.niz2.tions list,-
sè :'J1 f_t~Æ..c:rirrient C vO CirculG.T fi..-12~ lE
ó~termined in accordanee ""'j ~t tr)t p!'o-

S 215.29

\11El()TlS ~: ~Üt Fcdt;J'c.~ r~c(Ju~~~ ;.ior: Jrl.(.-
ul?.;:'ior (FJ-_P..; t:ì.. 48 CF'R p2.l-l. 3~

/7(' Fl'. 518BG. f"ug ~" ~005J

~ 215.28 Period of availability of funds.
vnien a funding periou is specified, a

recipjent ma.y charge to üIie grant onjy
allowable costs resuiting fyom obliga-
-¡ions incurred du,ing LÌle funding PEe.
riod and any pre-awa.rd COSts author-
ized by Ú.ie Federal awarding a.gency.

§ 215.29 Conditional exemptions.

(a) OMB aUchorizes conditional ey.-
emption from OMB adminisúrative re-
quirements and cost principles circu-
lars for certain Y.ede!'aJ programs wit:n

statutorily-authorized consolidaLed
planrÜng and consolidated administr,,-
r,ive funding, thaL are identifi ed by a
Federal agency and approveò by the
head of the Execu¡;ve depanment or
establishment. .A Federal agericy shall
consult witb OMB during its consider-
ation of whether to gra.nt sueD an e):-
emption.

(b) To promote effiCiency in State
and local program administration,
when Federal non-entitiement pro.
grams with common purposes have spe-
cific S"'a.tu torily-au thorizeò cor.so1i-

dated planning and consoLidateâ ad-
miIisúra-¡ive fundi.Tlg a:nò w:fiere rEost of
'lÎìt Stz.tie c.genc~(s :: e50 1.1':;88 GCHY1E:

from nOL-Federal SOUTC:,eSl Feàeral
a.genci~E ma::r exe:npt these cQve!'eå
Sta.tf:-aõ.ministereõ, nOIj-en ti tl ement-
gran-¡ programs from certain OlliB
grants management requirements. The
exemptions would be Írom:

(1) The requirements in 2 CFE p2.rt
225, "Cost Principles for State, Local,

and Indian Tribal Governments (OMB
Circular A-87)" other than the
allocabilit:y of costs provisions. that. are

conta.ined in subsection C.3 of Appendiz
A to that part;

(2) The requirements in 2 CPR part
220, "Cost Pri!iciples for EducaÜonaJ
Instiúutions (OMB Circula.r A-21)'.
other tnan tIie allocability of costs pro-
visionE that c.re conta.ineà in pa.ragraprJ

C.4 iTi sec.tiúri C of tbe Appendi): to that
part:

(3) TIit l'equir8rnents il 2 CFPL pa.rt.
230, "Cost P:-irJcip;eE ior Non-Profit. Or--

gariiz8.üloTlS (OlúB C"ircula.r 1:-122)"

52 r-
i ¡. -;-,- .Ä..:=ri/v'ic.'."¡

\ ¡:.!. r_!:

L--.
3:0 :: i. _':"_is- ()F



§21S.30

G~j-jer ~h(j,r: ~hE: li.ììocab:1j~Y of ~:()st:; pl~ì-
~..j stans üÌìa.t a.re in pa:-2.g-::c:.pn P_.1 ~n

8'?c'Vion P. of ji~ppe1'~dix A t.ü ~ha.t. par~;
(4) The a.cìi-ninist.rativ8 requirenients

prrivisi ons of part, 215 (OMB Circular A-
110, "Uniform Administrative Require-
ments for Grants and Agreements with
lnsti tutions of Higher Education, Hos-
pitals, a.nd Other Non-Profit Organiza.
tions, ")., and

(5) The agencies' grants management
common rule (see § 215.5).
(c) 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 a,re consistent with the provi-
sions of 2 CFR part 225, "Cost Prin-
ciples for State, Local, and Indian
Tribal Governments (OMB Circular A-
87)" and extend such policies to all sub-
reciDients. These fiscal and administra-
ttve'requirements must be sufficiently
sDecific to ensure that: funds are used
i~ compliance with all applicable Fed-
eral statutory and reguiatory provi-
sions, costs are reasonable and nec-
essary for operating these programs,
and funds are not be used for general
expenses required to carry out other
responsibilities of a State or its sub-
recipients.

(69 FR 26281, Ma.y 11, 2004, as amended a.t 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 prop-
erty furnished by the Federal Govern-
ment whose cost was charged to a
project su.pported by a Federal award.

Federal awarding a.gendes shall re-
ouire recinients to observe these stand-

;.rds unde~ awards and shall not impose
additional requirements, unless specifi-
cally required by Federal s~atute. The
recipient may use its own property
management standards and procedures
provided it observes the provisions of
§215.31 through §215.37.

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

(~1r..31 Insurance (:o"erage.
?oecipieiits shall, a.t a. minimum. pro-

vide the 8qU1va,ien~ 111surance ~~overage

for rea.l property and equi.pment a.c-
quired with Federa.l funds as provi¡ied

t,o propert.y owned by the recipient
Federally-owned property need not. be
insured unless required by the terms
and conditions of the award.

§ 215.32 Real property.
Each Federal awarding agency shall

prescribe requirements for recipien ts
concerning the use and disposition of
real property acquired in whole or in
part under awards. Unless otherwise
provided by statute, such require-
ments, at a minimum, shall 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 as long as it is needed and

shall not encumber the property with.
out approval of the Federal awarding
agency.

(b) The recipient shall obtain written
approval by the Federa) awarding agen-

cy 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 have pur-
poses consistent with those authorized
for support by the Federal a.warding
agency.

(c) When the real property is no
longer needed as provided in para-
graphs (a) and (b) of this section, the
reCipient shall request disposition in-
structions from the Federal awarding
agency or its successor Federa.l 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 a.fter it
compensates the Federal Government
for that Dercent,age of the current fair
market value of the property attrib-
u table to the Federal par~icipation in
the project.
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Ot""E Circul::rs and Guic:oricE:

~2.; The reC~pieJlr r.nc.Y bE: dirbGùeC ~ú
t:é11 tint pl'oper:.y unô8T- guidelinef JJ~.(r
'-ioed by :;ie Yf:de:,~J ~warding agency
arid pay ¡'l.l~ F'eoer::, Government, ioy
ö.n::t percen :.age of the cun-enl fair

rrla.!'ket \.2.1UE: of tÌie proper:.y at,t.riL.¡-
u¡,able ¡,c "he Federal particip::¡;iori in
¡;he project (after deduc;:irig 2.c"uaJ and

reasonablc selling- and fÜ-up expenseE,
if any, irom the saleE prOC6eaS). INheri

;:he recipient is authorized or required
,,0 sell thi: property, proper saleE proce-
dureE shall be esta-bÏished that proYide

for competition to the e):tent prac-
;:icable and result in the highest pos.
siDle return.

(3) The recipient may be direcr.ed to
transfer title to the property ;: the
Federal Government or to an eligible
third party provided that, m such
cases, ëh6 recipient shall be entitled 1:

compensation for its attributable per-
centage of the current fair market
value of the property.

§ 215.33 Federally-owned and exempt
property,

(a) Federally-owned property. (1) Title
to federally-owned property remains
ves"ed il the F.edera1 Government. Pue-

cipientE shall submit annual1y an ir,-
ventory listing of ieåeTa11y-owned
property in their custod1' to tIie Fed-

eI"al ,.warèing agency. Upon completion
of 'Gile 2.ware OT virnBD the property iE no

longer needed, the recipient shall re-
port the property t, the Federal award.

ing a.genc~' for further Feãeral agency
u tiliza.tion.

(2) If the Federal awarding agency
has no further need for the property, it
shaD be åeclared excess and reported to
ühe General Servi.ces Lãministration,
unless the Federal awarding agency
has statutory authority to dispose of
Üie property by alternative methods

(e.g., the authorit~7 proviòed b~y the
F eùeral 'Technology Transfer Act (15
D.S.C. 3710 (I)) w donate research
equipment, to educational anÕ non-prof-
it orga.niza.tions iT! accoràance i.hth
E.O. 12821, "Improving Mathematics
anò Science Education in Support of
the !\atiorial Education Goals" (57 FR
b4285, 3 CYR, 1992 Camp., p 323)) LJ'-
propriate instrucëion:; shaD be issued
vo the recipient b~y tiI1e Federa.i c..v-:arå-
ing c.geric)'

§2ì5.3~

(b, ExeniTJ: T)'(úJJLr::y V\Tner; S:..8-iU 1GTY

~~uutriüritJ' E:):iSLE. ühE: fsoera1 o.:Wë.r'D.ing

ë.gencj! 11a..s r.hE: opt.:iOJJ ~ù ..lbsL Lit)c úc
proper;y aCCjuired wiÚj Föderal iund£
li. "he ,.ecip¡ent without Iur;:her o.olig",-
tion to the Federal Governmerit anè
unòer condi"ion:; the Feòelaì awarding
agency considers appropriate. Sud,
propen.y is '.exempt proper~.y." Sbou1d
á Feòeral ",warding a.gericy not. es¡,a.ú-
Usb conditions, title to exempt prop.
erty upon acquisitiori shall vest in tbe
r-ecipient without furtrier obliga-¡iOI to

the Federal Government.

S 215.34 Equipment.
(a) Title to equipme!lt acquirea DJ' "-

recipient with Federal fu.rid. shall i'esë
iri "he recipient, subject to condition:;
of ;:hi:; section.

(b) The recipien;: shall not use equip-
ment acquired with l-ederal furiås to
provide services to nOli-Federal outside
organizations for a fee that is leSE than

privat,e. companies charge for equiva-
lent services, unlesE specifically au-
thorized .DY Federal statute, for as long

aE the Federal Government retains an
ilterest in ëhe equipment.

(c) The recipient shaD use the equip-
ment il the project or program for
whicb ir. was acquired as long as neE:d-

ed, whetrier or not tne project or pro-
gram continue:; to be supported -ny Fed-
e::a.J :fuxids anò sha.D not enCUlTiDer tbe
properW"' w-¡Ghout a:pprovaJ of ¡;Ì1e Fed-

eral awarding agency. Vihen no 10nger
needed for the original proJect or pro-
gram, the recipient shall use the equip-
ment in connection with its other fed-
erally-sponsored activities, il the fol-
lowing order of priority:

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

(2) Activities sponsored by other Fed-
eral awarding agencies.
(d) During the time that equi:pment

:is used on the project or progra.m for
which it was acquired, the recipient
shall make it available for use on other
projects or program:; if such other use
will not interfere with the work on the
project 0, program for whicÌJ the equ:ip-

men twas origina1J y acquired. First
preierence ior such other use shall be

given to other p:!ojects or programE
sponsored by the Federal awarding
.agency thai. finê.TiC8Ô 1IJS equiprn8Tit;

õ5
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§21S.34

se(,:nnd DreferellCe 3h~~11 be gjveTì :'0
p:'':JJ8Cts or prograrns spcnso~"eà by
()!;her l-ederal a wartling a.g-encies If ~he
equipment is owned by the Federal
C,overnmen t, use on other actlV! ;;ies
not sponsored by the Federal Govern.
ment shall be permissible if authorii.ed
by the Federal awarding agency. User
ch::'.rges shalJ be treated as program in-
come.
(e) \¡;lhen acquiring replacement

equipment, the recipient may use the
equipment to be replaced as traåe-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.

ef) The recipient's property manage-
ment standards for equipment acquired
w1th Federai funds and federally-owned
equipment shall include all of the fol-
lowing:

(1) Equipment records shall be main-
tained accurately and shall include the
following inormation.

(i) A description of the equipment.
(ii) Manufacturer's serial number,

model number, Federal stock number,
national stock number, or other identi-
fication number.

(Ui) Source of the equipment, includ-
ing the award number.
(iv) Vi1hether title vests in the recipi-

ent or the Federal Government.
(v) Acquisition date (or date re-

ceived, if the equipment was furnished
by the Federal Government) and cost.

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

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

(viii) Unit acquisition cost.
eix) 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 sha.re.

(2) Equipment owned by the Federal
Government sh&11 be identified to indi-
cate Federal ownership.

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

2 C;:R Ch. II (1- i -06 cdiiion)

re:"0n~Ðs bevween qU2.nl.i~ìes deT1ßr~
rrin"d by ~he physical inspection and
úhose sÌ"ov,rn in úh6 accounting records

shall "oe investigat,ed to determine ~iie
ea.uses of the difference. The reCipient
shall, In connection w1th the inven-
tory, verify tne existence, current uti-
lization, and continued need for the
equipmen t.

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

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

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

(g) Vifhen the recipient no longer
needs the equipment, the equipment
may be used for other activities in ac-
cordance with the following standards.
For equipment with a current per unit
fair market value of $5000 or more, the
reCipient may retain the equipment for
other uses provided that compensation
is made to the original Federal award-
ing agency or its successor. The
amount of compensation shall be com-
puted by applying the percentage of
Feder?l participation in the cost of the

original project or program to the cur-
rent fair market value of the equip-
ment. If the recipient has no need for
the equipment, the recipient shall re-
quest disposition intructions from the
Federal a.warding agency. The Federal
awarding agency shall determine
whether the equipment ca.n be used to
meet the agency's requirements. If no
requirement exists ""I thin tha,t agency,

the availabil ty oMhe 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 a.ward-
ing agency shan issue instructions to
the recipient no later than 120 calendar
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cic"y~ a.i'ùei' ~:ilC !"2.ciTJisrir'f request e:nt
1lif; fùllowinf p:0GeÖUI'é5:. sfië.lJ gove~Tj.

J) If 5ú ms:.ru c t,eò or if diSPOSl "i OTJ

iDSLructioI1S are nút issueà withlD 120
8alendar clays after the- I'ecipieTit"'s l-6-
quest, Lh€ recipient sliall selj -ehe
equipment aDd reimburse Llie Yecìer:õ.j
",ward.ing agency a.n a.mount compu"ed
Oy a;pplying to the 5",les proceelÌs the
percent,,ge of Federal participa.tiorJ in
LÌ1e cost of the original project or pro-
gram. However, the recipient shall be
permitted to deduct and retain from
¡;llt Federal share 5:500 or ten percent of
tht proceeds, 'Nhichever is less, for ¡;he

recipient's selling and handling ex.
penses.

(2) If the rtcipient is instructed to
ship the equipment elsewhere, the re-
cipierJt shall be reimbursed by the Ftd-
era) Government by an amount which
is computed by applying the percent-
age of the recipient's participation in
the cost of the original project or pro-
gram to the current fair market value
of the equipment, plus any reasonable
shipping or interim storage costs in-
currelÌ.

(3) If the recipient is instructed to
otherwise dispose of the equipment, t:ie
recipient shall be reimbursed bv the
Federal awarding agency for such" costs
incurred il its disposition.

(4) The FelÌeral awarding agency may
reserve tIie right to transfer the title

"Va the Federal Government or La a
thid party named by the Federal Gov.
ernment when such t,hid party is otIl-
erwise eligible under eì:isting statut,es.
Such transfer shall be subject to the
folloVliJg standards.

(i) T~ne equipment shall be appro-
priately ilÌentiíied in the a.warà or oth-
erwise malÌe known to the recipien-c in
wri ting.

(ii) The Federal awarding agency
shall issue disIJosition instructions
within 120 calendar days after receipt
of a final in\'entory. The fin.al inven.
;,ory shall list all equipment acquired
vri tn grant furids and fecìera.lly-owned
equipment. If the Federal awa.rdiiig
agency fails to issue disposition in-
structions within the 120 ca.iendar day
period, the recipient shalJ apply the
standaràs of this seC"CiOT', as appro-
priate.
(iii) Vrnen the Federal awarding

ctgency e):ercises itE rigb~ liG t.c.kE: tilile,

§ 2: :..::c

~l1f ~r-U1py!jeD~ SJic.l~ JJt sûr_I.I~(;t LC l.Lt
proi.11S10li:: iúJ jt;á!:T'allY~(iwJ.ieè ti.tjUllr
rnen'L.

¡ ~i5.35 Supplies and other e):pend-
abl" property.

(aj Title i: supplies and other e):-
penàable p!.opeIty sh::ii vest in the n.

cipient Uporl ",cquisition If tlien is a

residual inventory of unused supplies
ex¡,eeding i5000 in total aggn,ga¡'t
va.lue upon termination or completior,
of the project or program and the sup-
plies are not Tieedeè for any other feà-

eraDy-sponsored project or program,
the recipient shall retai1 the supplies

for use on non-F-eàeral sponsoreà ac.
tivities or sell them, but shall, in ei-
ther case, compensa.te the Federa) Gov-
ernment for its share. The amount of
corIpensation shall be computed in ¡;1e

same IT,anner as for equipment.
(bj The recipient sria11 not use sur,-

plies acquired with Federa,) funds to
proviàe services to non-Federal outsilÌe
organizations for a fee tha.t is less than
private companies charge for equiva.
lent services, unless speCifically au-
thorized by Federal stai:ute as long as
the Federal Government ret,ains an in-
terest in the supplies.

l 215.36 Intangible property.
(a) Tne !'ecipieni may copyright 3.1n'

wort tha.t. is subject tc c.opyright a.nó

was àevelopecì, or for wli.cl¡ ownership
was purcliased, und.er an award. The
Federal a.warding agency(ies) reserve a

royalty-free, nonexclusive and irrev-
ocable right to reproduce, publisli, Dr
otherwise use the war); for Federa.l pur-
poses, and to authorize others to do so.

(b) Recipients are subject to applica-
ble regulations governing pa.tents a.nd
inventions, including government-wide
regulations issued by the Department
of Commerce at 37 CPR part ~Ol,
"Rights to liventlODS lY.ade by Non-
profit Organizations anè Small Busi-
ness Firms Urider Government Grants,
Contract.s a.nd Cooperative f.lgreB-
ments. J)

(e) The Federa-¡ Government has the
rigbt to:

(1; Obtain, reproduce, publisr, or oel-
erviise use -che da"'u2. first. pi"oduced
unGer ar: c.wf:rè.
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~2. _ii..u ~ho~~z'E- others \,0 :'ecei Vf;. ..epro-

ouce pUÌ11ish, or otherwise us-= such
cl2'~Jf: for FeÖeta.J pu;,pase~;

(J ,I (1;: In a.dd1tl0H, in r::;sponse r,o a
l"rfJ~àom Qf lnfo~mation Act (FOrA) re-
Quest for research data relating t; pub-
lished !'~sc:arcli findings produced under
an award th3.t was used by r,he Federal
Government in developing an agency
action that has the force ?~nd effect of

law, ~he Feàeral awarding agency shall
request, and th~ recipient shall pro-
vide, within a reasonable time, the re-
sea~ch data so that they can be made
available to the publiC through the pro-
cedures established under the FOrA. If
the Federal awarding agency obtains
the research data solely in response to
a FOrA request, the ag.ency may charge
the requester a reasonable fee equaling
the full incremental cost of obtaining
the research data. This fee should re-
flect Closts incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This fee is in addition to any fees
the agency may assess under the FOrA
(5 U,S.C. 552(a)(4)(A)).

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

(i) Research data is defined as the re-
corded factual material commonly ac-
cepted in the scientific community as
necessary to 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

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

(ii) Published is defined as ei ther
vihen:
(A) Research findings are published

in a peer-reviewed scientific or tech-
ni cal journal; or

2 C¡:R Ch. II (1-1-06 í:dition)

(E'; f_ ?9de:'a.~ agen(jY pUbìH.:Jy and of-
:icialJy cites the r8se.arcI1 findings in

suppo::r- of z.ri agency ac~ion thz,t, has
¡;lie force and effect of 13:W.

liii) 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 ?ncl
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 subaward vests upon acouisi-
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 au thorized pur.
pose, disposition of the intangible prop-
erty shall occur in accordance with the
provisions of § 215.34(g).

¡69 FE 26281, May 11, 2001, as amended at 70
FPo 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 appropriate 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
apply to the property.

PROCUREMENT STA.NDARDS

of§ 215.40 Purose
standards.

Sections 215.41 through 215.48 set
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 Gompliance with the provisions

procurement
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c/ í;ppli~~OÜ. F8dE:l2.J s..í:'Uu'Lef: ::nc e):-
t(;U~1Vt o!'oer-s )-C a.dditiùYiaJ PTúC;ür-t.-

Hient st,anà~rö.s or !"equi!"errienr.s SDó.1J

I.t imposeò .oy r;hl' YeòeraJ awaròirg
a.genc1et UPOD recipients, urdess SpE;~
c.ifi~ally requirsò by F'edelaJ stP.~UT.i or

exe~utjve order or 2-pproveò by OMB.

t 215.4J Recipient responsibilities.
ThE stB.nàards c.ont.a.ined in thiE: sec-

üiOI! do not reli eve the recipient of "he
cont.ractual responsibl1i ties arismg
unòer its contract(s). The recipient is
the responsible authority, without re-
cow'se to the FeàeraJ awarding agency,
regarding Lhe settlement and satisfac-
tion of all contractual and administra-
tive issues arising out of procurements
entereò into in support of an awarò or
or;her agreement. This includes dis-
putes, claims, protests of award, source
evaiuation or other matt,ers of a COD-
Lractual nature. Matters concernmg
i'iolation of stat,ute are to be referred
to sueD FederaL, Sta.te or local author-
ity a.s may have proper jurisdiction.

¡ 215.42 Codes of conduct.
The recipient shall maintaIT, writ,t,en

standards of conduct governing the
performance of its employees engaged
in the award and administration of
conüracts. No employee, officer, or
agent shaD participa:uE in the selection,
a.ward, or a.õ.rninistration of 2. Gontrs.ct

supported by Federal fund.E if a rea.l or
a,pparent conflict of interest would be
ilvoìved. Such a conflict would arise
v..hen the employee, officer, or agent,
any member of his or her immediate
family, his or her partner, or an orga-
nizaLion which employs or is about t.o
empioy any of tne paTties indicav:id
herein, has a financial or other interest

m the firm selected for an award The
officers, ernplo3'ees, a!-id agenr.s of the
recipient shaD neither solicit nor ac-
cept gra tUl Li eE, fa. v ors, or an y t~tii:ng of
ITiOne'u&TY value from contra.ctors, or
panies to su'oagreements. However, re-
cipients ma.y set standards for situa.-
tiìOTIE in w1i.icn the financiaj interest is

not substanr.ial or the gift is an unso-

lic17ieò iterr: of nOITiina.l value. The
sLandarcis of conducr. shaD provide for
disciplinary actioris to be applied for
viola.tions of su.ch s--andards by offj-
c.ers. errip1oyees. or 2.gent5 of Tihe tE;-
cipient

c ..¡ ~ r ll... L I.......

i :è15.43 CompeÜtiem.
J-.Jl ;itú~ul'enJen~ transó.ct,iori.5 sI-~~J

IJE;- conòucted iT! B. ITia.nner tú providE:
Lú "WÌlt rrl2.XirnUrr~ €):iient pr&.c~ic.al: op~rJ

and free competition. The !.ecipielJê
shall be alert to orga.niza¡;ionaì cor,.
11ictÆ of interest as well as nor¡(ompe¡;,-

tjve pra.ctices a.mong con:.ractors t~Lê.t
may restrict or elimina.te c.ompeüiLiolJ
or otherwise res¡;railî trade. In order ;:0
ensure objective contractor perforiy,.
arice and eliminate unfair competitJve
advantage, coil tractors that develop or

draft specifications, requirement~.
statements of work, invitations for
bids andior requests for proposalE shaD
be excluded from competing for such
procurement~. 1'" wards shall be made to
the .oidder or oÏferol whose bid or offer
is responsive to the solicita.tion and is
most advantageous to r;he recipient.
price, quali¡;y and other factors consid-
ered. Solicitations shall clearly set
forth all requirements that the bidder
or offeror shaD fulfiD in order for the
bid or offer to be evaluated by the re-
cipient. Lny and all bids or offers may
be rejected when it is in the recipient~

interest to do so.

§ 215.44 Procurement procedures.
(a) All reCipients shall establist W:'Jt-

ten procurement procedures. These
procedureE shall proviãe iOT: at a rr.LL.
irrium, tha.t. pa.l"c.gT2.priS ':8.)(1), (2) s.nè

(3) of this sectior~ apply.
(1) Puecipients avoid purchasing un.

necessary items.
(2) Wn~re a.ppropriate, an analysis is

made of lease and purchase alter-
natives to determIIie whicb woiùd be
the most economical and practical pro-
curement fOT the Feàeral Government.

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

(i) A clear and accura.te description
of the töcnnical röquirements for the
ma.terial, product or service to be pro-
cured. In competitive procurements,
sueri a description shall not contain
features which unduly restrict com-
petition.

(il) Puequiremeiits whieD the bidder!
offer.or must fiùfilJ and all other fac-
¡;ors to be used in eva.luating bids O!'

proposalE.
(iii) Pc òes~ript,ìon, v/rieneve!" pr&.(,-

uica-D1E:, of ~8Ciuiic2J Teq uirerrients iT;

-ve:'!YiE of fUnGtiollE tc be perforrrieõ Or

¿¡S
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lJ~~'funiir;,nc~ !~~quir:?d, :ri8!udin~ ~/h8
;~;;.r;g-e or í:/~(~eDL~i.iJie ~hc.rac1~erjst.i~;S or
niln.:mum a0('~Dt~.blê standards.

(j v) Tlie specific features .of "brand
na.me or equal" descriptions that bid-
ders a.re required to meet when such
items are included in the solicitation.
iV) The acceptance, to the extent

practica.ble and economically feasible,
of products and services dimensioned in
the met:,ic system of measurement.

(vi) Preference, to the extent prac-
ticable and economica.lly feasible. for
products and services that conserve
natural resources a.nd protect Ghe envi-

ronment a.nd a.re energy efficient.
(b) Positive efforts shall be made by

recipients to utilze small businesses,
minority-owned firms, and women's
business enterprises, vihenever pos-
sible. Puecipients of Federal awards
shall take all of the follo'A1ng 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 con-
tracts to encourage and facilitate par-
ticination by small businesses, minor.
ity-owned firms, and women's business
enterprises.
(3) Consider in the contract process

whether firms competing for larger
contracts intend to subcontract with
small businesses, minority-owned
firms, and women's business enter-
prises.

(4) 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-
ually.

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

(c) The type of procuring instrum en ts
used (e.g., fixed price contracts, cost re-
imbursa-ble contracts, purchase orders,
and incentive contra-cts) sha-ll be deter-
mined by the recipient but sh?ll be ap-

2 C~R Ch. II n -1-06 Edition)

pr'opr1(l..t",e for r.ne p3.T'l,:!(~u.lar pruc:urE--

:T:enê ;:nd foT' pT'onio¡;ing t;h¡, best int,e,-

est of the prog:'am or prO)E:ct invo~ved

The "cost-plus-a.perceiitage-oî-cos t"
or "percentage of eonstruction cost"
methods of contracting sha-ll not be
used.

Id) Contracts shall be made only wi th
responsible contractors who possess
the potential ability to perform suc-
cessfully under the terms and condi-
¡;ions of the proposed procuremen t.
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 a.nd procure-
ment documents, such as request for
proposals or invita-tions for bids, inde-
pendent cost estima-tes, 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 implementa.tion
of this part.

(2) The procurement is expected to
exceed the small purchase threshold
fixed at 41 U.S.C. 403 (11) (currently

$25,000) and is to be awarded without
competition or only one bid or offer is
received in response to a solicitation.
(3) The procurement, which is ex-

Dected to exceed the small purchase
threshold, speCifies a "brand name"
product.
(4) The proposed a.ward over the

small purchase threshold is to be
awarded to other tha-n the apparent
low bidder under a. sealed bid procure-
ment.

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

§ 215.45 Cost and price analysis.

Some form of cost or price analysis
shall be made and documented in the
proc\Jrement fiies in connection with
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2.very pr:.¡(..Uj8rriént á,ctiOL J?:~:iGE: c.naj-

YS1~ n-ia.y be aCGornpl~s:ned ir; V:::'l(JUE
w¡eys, lIcluding "be r.omp11rlsorJ of
prir.~E: quo:.::tions submit~ed, rnarket
prices 8.nC sirrlila.T indicia, ùüge-cl1er

wi Ll: discoun ts Cost analysis is the re-
V) ew and evalua.tion of e11cn elemenL of

cost to determine reason11bleness,
allocabil ty anò allowabili ty.

S 215.46 Procurement records,
Procurement records and files for

purcIiases in excess of the small pur-
chase thresbold shall include the fol-
lowing at a minimum:

(a) :Basi" for contr11ctor selection:
(b) Justification for lack of competi-

tion wben competitive bids or offers
are not obtained; and

(C) Basis for award cost or price.

§ 215.47 Contract administration,
.P~ system for contract administratioD

. shall be maintained to ensure COD-
tractor comormance wi¡b the terms,
conditions and speCifications of the
contract and to ensure adequate and
timely follow up of all purchases. Pue-
cipients shall evaluate contractor per~
formance and document, a.s appro-
priate, whether contractors have met
the -¡erms, conditions and specifica.-
tions of the contract.

1; 215.48 Contract provisions_
ThE: recipient sha.lJ include, iL ó.ddi-

tion to provisions to define a sound and
cDmplete agreement, the following pro.
visions in all contracts. Tbe follOWing
provisions shall also be applieò w sub-
contracts.
(a) Contracts in excess of the small

purcha.se threshold shall contaÌI con-
tra.ctua.l provisions or conditions that
allow for administrative, contractual,

or lega.l remedies in insta.nces in which
a contractor violates or breaches the
contract terms, aTid provide for sucn
remedial actions as ma.y be appro-
priate.
(b) All contracts in excess of the

small purchase threshold shall contain
suitable provisions for terminai;ion bJ'

the recipient, including thE manner bJ'
whicn termination shall be effected
and the basis for settlement. In addi-
tiOIL sucb contracts sh11ll describe COD-

ditlons uriåer \v"iiicn the contract. may
be Lermin&.ted for deia.ul t 2.. V,'el1 &8

S 215.40

(_,0~Jd~ t.l011E. V.iJiE:!Oc ti-t con trc.c~ n-ió..~" ¡.it

ùe:'rnin~tbÒ btcc.use of C1I'CUn-1Sl,2.rlce.s

fJE;yond th8 ~()n~rol of r.lié eont1'2uCt.or.
(e) Except as oi;herwise required by

s:'c.tutie, aT; award r.Ì1at requires the.
c:un trac.ting (or subcori"tra.ct;ing) i 0.:
const.ruction ot fa.cHit,y improverrient.s

sh11ll providE: fo1' the recipient to follow

i"LE own requiremen'Ls relariing t.ü bJd
gua.rantóeE. perforrria.nce bonñs. a.nd
pa.yment bonds unless the constructior¡
coni;ract or subcontracT, eì:ceeds
$100,000. For those contrac1,S or sub-
contr11cts exceeding SlOO,OOO, tlie Fed-

enJ a warding agency may accept tlie
bonding policy and requirements of the
recipient, provided the Federal award-
ing a.gency has madE: a determinatioii
that the Federal Government's interest
is adequately protected. If sucb a de-
termination has not been made, the
minimum requirements s11a11 be as fol-
lows.

(1) A bid guarantee from each maaer
equivalent to five percent of the bid
price. The "bid gnarantee" sha.ll con-
sist of a firm commitment sucb as a
bid bond, certified check, or other ne-
gotiable instrument accompanying a
bid as assurance that thE; bidder shalL.
upon acceptance of bis bid, execu~e
sucn contractual doèuments as may be
required wtthin the time specified.

(2) A performance bond on the part of
üi:e cODtracôür fo!' 100 pelGent of tr-,8
contira.ct pr-íce. Po. "performa.ce bonà l-
is one executed in connection with a
contra.ct to secure fulfillment of all Üie
conuactor's obligations under sucn
contract.

(3) A payment bond on the pa!'t of the
contractor for 100 percent of tbe COD-

tract price. A "payment bond" is one
executed in connection with a contract
to assure payment as required by stat-
ute of all persons supplying labor and
material in the execution of the work
pro\'ideâ for in the contra.ct.

(4) VI'here bonds are required iI the
si tuations described herein, the bonds
shall be obtained from companies bold-
ing certificates of autborit:y as accept.
able sureties pursuant to 31 CFR part
223, "SUl'ety Companies Doing Business
witn the United States."

(dj _UL negotiat,ed con tracts (except
tIJOse íor less ;;haD tIie sma.ll purchase
eIireshúld) awa.rded by :recipients shall
iliciud~ 2. provisiori t,c t~ne efíöct tha.t

61

C/.A TI ACHf.J,f:r.J

.1 '/ :: r-,



§21S.50

~he ~i¿cipient, :=he F8de~'Gil av:a.rding

a.gency, the CornpLrolier GeneraJ Qr ~ht

United St?tes, or any of Gheir duly au-
t,llorized representatives, shall have ac-
:iess ~,o any books, documents, papers
and reeords of the contraetor whieh are

directly pertinent to a specific pro.
gram for the purpose of making audits,
examinations, excerpts and tran-
scriptions.
(e) All contracts, including small

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

REPORTS AND RECORDS

§ 215.50 Purpose of reports and
records,

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

§ 215.51 Monitoring and reporting pro-
gram performance.

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

shall prescribe the frequency . with
¡¡,Thich the performance reports shall be

submitted. Except as provided in
§ 215. 51(D, performance reports shall
not be required more frequently than
quarterly or, less frequently than an-

n ually. Annual reports shall be due 90

calendar days after the grant year;
quarterly or semi.annual reports shall
be due 30 days after the reporting pe-
riod. The Federal awarding agency may
require annual reports before the anni-
versary 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.

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

2 C~R Ch. II (1-1-06 Edition)

i d) 'V\T~'leri iequired, pe~forma.n (:8 :'8-
ports sha.ll genera.lly c,ol"' t,a.ir: , for ea.ch

a.wardi b~ief informa.tl0r: on ea,~Ii of ~he

following.
(1) A comparison of a.ctual accom-

plishments with the goals and objec-
tives establisi-ied for the period, the
findings of the investigator, or both.
Whenever appropriate and the ou;;put
of programs or projects can be readily
quantified, such quantitative data
should be related to cost data. for com-
putation of unit costs,

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

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

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

(f) Recipients sh2.l! immediately no-
tify the Federal awarding agency of de-
velopments that have a significant im-
pact on the award-supported activities.
Also, notifcation shall be given in the
case of problems, delays, or adverse
conditions which materially impair the
abilty to meet the objectives of the
award. This notification shall include a
statement of the action taken or con-
templated,and any assistance needed
to resolve the situation.
(g) Federal awarding agencies may

make site visits, as needed.
(h) Federal awarding agencies shall

comply with clearance requi.erneDts of
5 CFR part 1320 when requesting per-
forma.nce data from recipients.

§ 215.52 Fínancial reportíng.
(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 H,eport.

(i) Each Federal awarding agency
shall require recipients to use the SF-
269 or SF-269A to report the status of
funds for all non construction projects
or programs. A Federal awarding agen-
cy may, however, have 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 adequate information
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:.c.. fIi::é'. ~:'f: riBbd~, 8xe;ept tL.h.l. c. fir:.o.l
,SF-26~ ú) SY-268f. sh2.: be ,equlTeó ;"t
t.flE: con:ipletior. of. Llie project when tIit:
SF -27( iE üs~è orÜy :for aòv2.nûes.

(èij ~:rie FederaJ ;"wiiròing ;"gericy
si:all prescribe whether Lrie report sI-aU

be OD Co cc.sh or a.ccruaJ basis. If thE:
Federal awarding agency requires ac-
cruai iniorniai.ion a.nd the recipient's

2occouncing J.ecords are not Ilormally
:Lept on ¡;he accrual basis, t.he recipient
shall not be requireò tú convert its a.c-
::ounting system, but shall develop
such a.ccrual information througri best
esi:ima:,es based on an analysis of õhe
documen"ation on hand.
(iii) The Federal awarding agency

shall determine the frequency of the
Financial Status Pueport for each
project or program, considering the
size and complexiõY of the particular
project or program. However, Lhe re-
pan shall not be required more fre.
quently than quarterly or less fre-
quently than a=ually. A final report
shall be required at the completion of
~hE: agreement.
(iv) The Federal av,'ardirig agency

shall reqnire recipients to submit the
SF-26B or SF-269A (an original and no
more than two copies) no later than 30
days after the end of each specifieõ re-
porting period for quarterly and semi-
annual reports, and 90 calendar è.a:ys
for aI1Jual and final reponE. Exten-
siam; of report;ing due ciaLes may be ap-
proved by the Feciera1 awarding agency
upon request of the recipient.
(2) SF-272. Eeport of Federal Cash

TTansa.ctioiiS.
(i) W.nen funàs are a.civanced to reo

cipients the Federal ê.warding agency
shail reqUire each recipient to submit
the SF-272 and, wÌi€n necessary, its
c.niinuation sheet, SF-272a. The Fed-
eral awarding agency shall use this re-
port to monitor casb advanced to re-
G1p18nts anÕ to o.otain ò1s.oursement ir,-
formation for eacb agreement witt, Lhe
recipients.

(ii) FE:âE:ral awarding agencies may
require fOT8C2.StS 01 Federz.J ca.sIl re-
quirements in the "Poemarks" section
of the report.

(iii~ VFneTJ p:-actica.1 a.nò deerried nec.-

ess:ary, Federa.l ó.wc.rding 2'"gencies ITia.y
:~ßquire recipients to !~eport in ¡,liE:
. 'P"errlÓorks" secwioTJ tÌlE: z.mount of cc.srJ
c..d\'a.li(;sS 1'ec:eived in 8):GeSS of three

§21S.52

~(._Y~. 1~8c:pH:;rn:"t: S!iG.1J j)l"(.J'.'iòt ~ÜiÚT':'
n.8.:TG."C~ v e ezpJC-Y.c.tìoDE of c.C;l,iOJlE Lai:elj

'Gl: r~ClUCc úrit'. t:):Ges~ b2.1b.))Ce~.
\,1V) r-~8C)p1erjt.E sj-ialj 'IJ€: required tü

SUOIYilL no:, mOTt t.haii r.i-it: urigiYial i:liò
úWO GOpi8E 02 thE: SF-27~ 15 c2.1enda.r
da.ys folluwlIg Lht ellG o~ e2.cr, ouaruer.
Tiie Fecieral awaråinË agen::ies ~av re-
qUlré a monöhly report. from thos~ ré-
cipients receiving aòvance~ to'Lalirig $j
million or more per year.
(v) Féderal awarding agencies may

waive the léquirement for submission
of the SF-272 for anyone of we fol-
lowing reasons:

(A) Vrnen monthly aÕvances åo not
exceed $25,000 peT recipient, provided
that such advances are monitored
tmougn other for.ms coritairied in this
section;
(Ej If. in the Federal awarding ager,-

cy's opinion, the recipient s accoun¡;ing

controls are aâequate to minimize ex-
cessive Federal aåvances; or,
(C) \ÏThen the electronic payment

mechanisms providé adE:quat;é data.
(b) ViTnen the Federal awarding agen-

C7i' needs aÕdit;ional information or
more frequent reports, the following
sh2.11 be observed.

(1) Wnen additional infor!l.ation is
needed ',,0 comply witt legislative re-
quirements, Federal awarâig agencies
sha.D issue ins"LI'uctions T,ü require rs~
cipients to subw..t siicb lJ.iorITtioD
under the "Remarks" section of the re-
pons.

(2) "''lien a Feàeral awarding agency
deiermines that a recipient's account.
ing syst;em does not. meet thE standaràs
in § 215.21, aàditional pertinent infor-

mation to further monitor awards IIay
be otitained upon written notice to tr1€
reCipient until such tiIIe as the system

is brought up to standard. The Federal
awarding agency, il obtaining this in-
formation, shall comply with report
clea!'ance .requirements of 5 CFP. pan
1320.

(3) Federal awarding ag.encies are en-
couraged to shade out any line item on
any report if not nE:cessary.

(4) Feõeral a:wardirig agencies may
a.ccept the iden tica) irifoi~rnation from
-ens !'8cipients in machine i'ea.dable for-
ff2.t or computer priLi,outs or elee--
tronic: OUl.putE irJ !ieü of pr8scribed for-

rnc.~E:
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":J; F\eòe7"aJ 8.v"a~-.rlJ ng r..gerieíes nîh.Y
;)l(1VIÖf. ~~O!T,pU~,e:. OJ" ~j~('tr~ni.c ou~puts

~,ú recipients Lt,hen suc1i ?'xpedi.tes or

c~oni:ribu t:'es r/Û the a.u.cura.cy of report-
ing

Ii 215.53 Retention and acceF;F; require.
ments for records.

(a) This section sets forth require.
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 recipients.

(b) F.1nancial records, supporting doc-
uments, statistical records, and all
other records pertinent to an award
shall be retained for a. period of three
years from the date of submission of
the final expendi ture report or, for
a.wards that are renewed quarterly or
annually, from the date of the submis-
sion of the quarterly or annual finan-
cial report, as authorized by the Fed-
eral awarding agency. The only excep-
tions are the following.

(1) If any litigation, claim, or audit is
started before the expiration of the 3-
year period, the records shall be re-
tained until all Ii tigation, claims or
audit findings involving the records
have been resolved and final a.ction
taken.
(2) Puecords for real property and

equipment acquired with Federal funds
shall be retained for 3 years after final
disposi.tion.

(3) .W1ien 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 specifed 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 a.warding agency

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

2 CrR Ch.11 (1-1-06 !:dition)

:.8; TIH; Fr~dera.l av.'aÎdil1~ 2.ge~-lc:v, ~h~

:nsp~cr,oT Genel'al, Comptr'o! )er Gen.

eral of the Unit,ed StaLes, or a.ny of
ci:eir duly ?uthorized represen ta,tives.
have ~he right of timeiy and unre.
3t~icted access to any books. docu-
:nents, papers. or other records of re.
cipien ts that are pertinent t, the
awards, in order to make audits. ex-
aminations, excerpts, transcripts and
copies of such documents. This right
also includes timely and reasonable ac.
cess to a recipient's personnel for the
purpose of in terview 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 as long as records are re-

tained.
(f) Unless required by st.atute, no

Federal awarding agency shall place
restrictions on recipients that limit
public access to the records of reCipi-
ents tha.t are pertinent. to an a.ward, ex-

cept when the Federal awarding agency
can demonstrate that such records
shall be kept confidentia.l and would
have been exempt.ed from disclosure
pursuant to the Freedom of Informa-
tion Act (5 U.S.C. 552) if the records
had belonged to the Federal awarding
agency.

(g) Indirect cost rate proposals, cost al-
locations plans, etc. Paragraphs (g)(1)
and (g)(2) of this section apply ~o the

following types of documents, and their
supporting records: indi.ect cost rate
computations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate a,t which a
particular group of costs is chargeable

(such as computer usage chargeback
rates or composite fringe benefit
rates) .

(1) If submitted for negotiation. If the
recipient submits t.o the Federal
awa.rding agency or the subrecipient
submits to t.he recipient the proposaL,
plan, or other computation to form the
basis for negotiation of the rate, ~hen

the 3-year ret.ention period for its SUD-

porting records starts on ~he date ~f
such submission.

(2) If not submitted for negotiation. If
the recipient is not required to submit
to the Federal awarding agency or the
subrecipient is not required to submit
to the recipient the proposaL, plan, or
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(..:.:rie1 G()rnpu~c.~.,iOL :O!" JJt'g!:"G:"=L~Or. JJU:-
pOS8E, LIler! ¡:Lt ~;-ye2.r i'eLeri~lOl1 pcr)üe
for 'Cbe proposal, plaTl, or ot:l"e:;- (;úrr)~
pu ~atiorj a.nd i tE supporr.ulE: r8~oi'(Ü:

st.2.!':i£ at Lhc end oi tJlt fisca.J yea! (or
oeiier aCl;unting period) covered OJ'
tiI-it proposaL. plc.n, or GtheY' compü ~B..-

tlOTi.

TEL.M.1Nf,Tl0N f~ND ENFORCEM.ENT

~ 215.60 Purpose of termination and
enforcement.

Sections 215.61 and 215.62 set forth
uniform suspension. termination and
enforcement proceå.ures.

S 215.61 Termination.
(a.) Award.s ma.y .De terminated li

whole or in part only if paragraphs
(a)(1). (2) Dr (3) of this sectior, apply.
(1) By the Federal awarå.ing agency.

if a recipient ma¡:erially fails to com-
ply with the terms and conditions of an
award.
(2) By the Federal awarding agency

with the consent of ¡;he recipient, in
whicli case tl-,e two parties shall agree
upon t1ie termination conditions, in-
cluding the effective date and, in the
case of partial termination, tbe portion
to be term.inateå..

(3) By the recipient upon sending to
the Federal i:warding agency written
notification set~ing fortb the :-easc.TIS

for sueD ~e!'æir.a."Gion, ;he effective
date, and. in tbe Gase of partial termi-

nation, the portion to be terminated.
However, if the Federal awarding agen-
cy det.ermines in the case of partial
termination that the reàuGed or modi-
fied portion of the grant wil not ac-
complish the purposes for which tbe
grant waE maå.e, it m"y terminate tbe
graTit in its entirety under eitlier pari:-
gT2vphE (a)(l) or (2) of this section.

(b) If costs are alloweà under :;L

award, ;:lie responsibilties of the re-
Gjpient referred tc in § 2l5.71(a), includ-

ing those for property manag-ement as
applicable, snall be considered in tbe
termination of the :;war.d, and provi-
sion shali be maå.e for contirming re-
sponsïoilities of the recipient aite:: t.er-
rrÜna.t10n, as appropriate.

¡, 215.62 Enforcement,
~2.) Rß7neàies fo"- 7to7J.co7npliance If c. r-8-

cipien t maveriaD y fails ¡:c; comp'.y "n t.E

§L1S.62

t.i i E: ~1E:rr.nt: a,ri C ;~(Jl-l Ò~ ~i 0:at: 0: c.l~ ~ v: c.!'ë .
WÙt:l:l"8!' S'uG.L8d 2.I: 2. Fea::rh.J .s::c..::.-i:"E:,
r~gul2.tlûr:, assutanc.c, c:PPllGc:"Cioii. oJ"

noticf of &.wa.rd, the: Yederaj ~W2.rdi11g

ë.gericy rrd~._y, ir~ a.ddj-cior; 'UG irriposirig
z.n~v oi thE: spec:iê.1 c;únòiLloris our.lirit:d
iT1 ç 215.14 ".a.kE: ODe OT iY1úre OJ t,I1t fol-
lowing actions, as approprii:ùe in the
cir8umst,ances,
(2) Tempori:rily wi¡:hhold casb pó.y-

ments pending co:;rectlOD of ;;he de:"i-
ciency by the recipient 0:: more severe
enforcement action by ùhe F'eòer&.J
awarding agency.

(2; Disallow (t.hat is, deny both use of
funds and any applicable matching
credit for) all or part of the cost of the
activity or action not iT, c.ompliance.

(3) WhOllY or p&"rtl~y suspend or ter.
mini:te the current award.

(4) -lVithhold further awards ior the
pro)ec¡: or program.

(5j Take other remeå.ies that may be
legally available.

(b) H eaTings and appeals. In taking an
enforcement action, t1ie awarding
agency shall proviå.e the recipient an
opporiunity for hearing, :;ppeal. or
otber administrative proceeå.i:g w
which the recipient is er,tj¡led under
any statute or reguation applicable w
the aCoion involved.

(c) Effects of suspension (md ,eTmi-
nation. Costs of a recipient resuJ tilg
from oblig&.tions incurreê o:Y the re-
cipient å.u!'ing a suspen.iolJ o!' at;:e::
terminatiolJ of an award are not allow-
able unless the awarding agency ex-
pressly au thorizes them in the notice
of suspensiolJ or termination or subse-
quently. Otber recipient costs during
susDension or :;fter termination wliicb

are- necessary and not reasoni:bly
aV01dable are allowable if paragraphE

(C)(1) and (2) of this section i:pply.

(1) The Dosts result from obligations
whicD were properly incurred by the re-
cipient before obe effective date of sus.
pension or termination, are not iD i:n.
ùicipation of it, and in tbe ci:se of a ~er-

mination, are noncancellable.

(2) The costs would be allowable if
tDe awarà were not suspended or e::-
pireò normally at the end of the fund-
ing perioò in virhic1i the termination
:'2.i:eE effect.

(d) Rdationsiiip to deba.rment G.T,d sus-
peT;.s'~on. The enforcement !'err18Gie:.B
idenüiíieè :"L r.hiE Sé.Ct10Il, iTJcluding
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§2:5.ìO

:3U~P~!;SlGl! ;..110 r.er::'!lnCition, dú no;.

p~'e.cj u~e (:. r?c~ pi ellt :T'ürn l1ei ng su h.iecL

La debarnien t, anà .suspension under
E.Os 12519 and 12689 and ,Jie Federal
",warding agency implementing regula-
tions (see §2l5.13)

Subpart D-After-the-Award
Requirements

§215.70 Purpose.
Sections 215.71 through 215.73 contain

closeout procedures and other proce-
dures for subsequent disa,llowances and
adjustments.

§ 215.71 Closeout procedures.
(a) Recipients shall submit, within 90

calendar da.ys 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
ma.y approve extensions when re-
quested by the recipient.

(b) Unless the Federal awarding agen-
cy authorizes an extension. a recipient
shall liquidate all obligations incurred
under the award not later than 90 cal-
endar days after the funding period or
the date of completion as specified in
the terms and conditions of the award
or in agency implemen ting instruc-
tions.
(c) 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 iise in other projects. OMB Circular
A-129 governs unreturned amounts that
become delinquent debts.

(e) W'nen 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 closeou t reports are recei ved.

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

(g) In tne event a final audit has not
been perfo!'med prior to the closeout of

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

aL award. fiÌ1e. yederal aviarding ag-ency
~h2.l; retairi thE: right. r,o r8eover an a.p-
propria'uE a.mounr, a.fter fuliy cO::1sic.

ering ~he recommen da,ti ons on dis-
allowed costs ,esulting from the final
audit

§ 2.15.72. Subsequent. adjustment" and
continuing re"pon¡;ibilities.

(aì The closeout of an award do% not
affect any of the folìowing:

(1) Tne right of the Federal awarding
agency to disallow costs a.nd recover
funds on the basis of a. later auditor
other review.

(2) The obligation of the recipient to
return any funds due as a result of
later refunds, eorrections, or other
transactions.
(3) Audit requirements in § 215.26.
(4) Property management require.

ments in § 215.31 through § 215.37.

(5) P.ecords retention as required in
§ 215.53.

(b) After closeout of an award, a rela.-
tionship created under an award ma.y
be modified or ended in whole or in
part with the consent of the Federal
awarding agency and the recipien t,
provided the responsibilities of the reo

cipient referred to in paragraph (a) of
this section, including those for prop-
erty management as applicable, are
considered and provisions made for
continuing responsibilities of the re-
cipient, as appropriate.
(69 F'R 26281, Ma.y 11, 2004, as amended at 70
F'R 51881, Aug. 31,2005)

§ 2.15,73 Collection of amounts due.
(a) AIy 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 condi tions of
the award constitute a debt to the Fed-

eral Government. If not paid within a
reasonable period after the demand for
payment, the Federal awarding agency
may reduce the debt by paragraphs
(a)(1), (2) or (3) of this section.

(1) Making an administrative offset
against other requests for reimburse-
ments.
(2) Withholding advance pa.yments

otherwise due to the recipient.

(3) Taking other action permi tted by
statute.

(b) Except as otherwise prOVided by
law. tlie Federa.l a.warding agen cy shall
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OiJiE Circulcrs one Guidance

I.:La.r"gt :nùe~'esi or~ aT: OFerÒUf ãeÌn. ':J~
£:~GOrQariu:; vntL CF?~ CI-c.pt,e~. II,

Yt:de!.'h.J ClairnE Collec~iori Stë.nd-
~~'às "

h,PPENDD: 1-_ Tú P f_R'T' 2:.r~SúH'!F:.f..CT
? ROV is) CJJ, S

1-1) C:úDT,1'::CtS. a.ward~cJ LJY a rE:Cipient If¡-

ciud.in~ sriiaJJ 'purciu:..se~. shalJ con';~in the
jollowinf provision~ aó applicable.

1. Equal Employment Opportunity-All cop-
t.racts shall ::ont,alD 2. provision requLring
comp!i¡"nce wit,h E.O 11216, "Equal Employ-
ment Opponunit,y" (30 FE 12319, 12935, 3
GFE, 196L-1965 Comp., p 339), as amended by
E.O. 11375, "I-mending EX8cut,ive Orde!' 11216

P"eiat,ing to Equal Employment Oppor.
t,unit:J," ¡"nd as supplemented by regulations
at '. CFR payt 60, "OffCe of Federal COIi.
Uact Compliance Programs, Equal Employ-
ment Oppoytunity, Department of LabaT."

2 Copeland "Anii-Kici;back" Aci (18 G.S.C.
8U and 40 U.S.C 276cj-AlJ ¡;ontracts aDd sub-
grant~ ll: e);ces~ of ~2000 fOT const.rucliioD or

repair awarded by recipients and subreclpi-
ents sr,alJ include a provisior, lor compliance
wi.Il the Copeland "lJ1ti-Y.ickback" Act (18

U.S.C 874), 2,S supplement,eò by Department
of Labor rego.l.ations (29 CFR part 3, "Con-
tractors and SU.DcontTa~Lors OIL Public: Build-

in. or Public Work Financed i:¡ Whole oy iIi
:Pan by l.oans or Grants from the United
Sta.t,es"). The Act provides that eacb con.
tract.or or 5ubTb~ipient shall be 'prohibiteå

fr¡;m inducing, by any mea.ns, an;\, pe:-son
employed iL the construction, completion, or
l'epa.~ of public work, to give UJ¡ a.y pa:i. of
thE; cornpens&t.ioL 'La which hE: is oi:herw"lSE

ent.itled. The. recipient shall repon alJ SU5..

pee tee or reporteã v:io1atioll ¡,c ~he Feder2.J

awarding agency.
3. Davis-Biicon Act, as amended (40 V.S.C.

276a io a-7j-Wnen required by Federal pro-
gra.m legisla.tion, ó..J CODSl,T'uction contra.cts

c..waråeà by.the recjpieD1s and subrecipients

of man than ~2000 sha.ll include a provision
JOY compliance with the Davis-Ba.on l.ct (40

U .S.( 276a to 30-7) and as supplementeò b:v
Department of Labor regulations (29 CFF.
part. 5, "~abo!' Standards rTovislonE Applica-
.ole to Contracts Governing Federaliy Fi-
m.nced and Assisted Consôruction"). Under
'uÌ'iE r..ct, contract.ors shal~ be l'equireõ vv pG.:y
wages i.C ìaborers aDd rrieCIia.nic5 at 2. r~t.e
not 1ess r.ha.fJ the rninirnuITJ wages specified
in a wa.ge òetel'rnination m~õe by the Sec-
:retary of La.boT. In a.dåi~ion, contl'a.ctors

shalJ bE: required to pa.y wa.ges not iess than
onCE 2. week. ThE recip)ent shan pla.e;c &. copy
of thE: current pi'evail1ng W2.gE:. determ1na.tJon
issued by the Department of :"abor in e¡"cb
solic1üa.tiorJ a.nd "Ghe aWc.rè of G. contra.ct shall

be conditioned upor: r,tie ê.ccept.anct of t.h€:
wa.g,= deLel'n1ina;~lion, 'Th~ recip~ent sha.1J r&-

PI 215. t,pp t,

lIO:'¡ h;l~ .~USpE;CLbC (Jl i:epurLbG V-1CllG..:,,; OYlL I.l;
Lid: Feòei'a.1 ë.warGinr ~geriCJ'

~ CúntH1Cr Won: Noun ant' Sufel1/ Sl.a1~du:rcÚ
Act (4& U .S.C. 327-J33j-V.l'iert apphcG.i:Üt. j;lj
(;ont.rc.ct.~ awaràet 'oy recipients lr; eZl:eSE of
:¿2000 Lor construct30n (;onr.ract. á:r.c lr. eì:-
c.eSD 0: !250C! for otber corltrG.CL¿ tha.t. ~nvoj\ìE:

r.ÌH; E:rnployrrient of rru:;cha.njcs or la.\.oren::
shall ircludE ~ provisior, jor ~ompliCLn¡;e wit,l;

seCLlOns 102 and 107 of tIle Cont,;.:,cl WOYÈ
1:ou.rs and Sc.et,y Standa.rds l.ct (40 L .S.C

327-333), a.:: supplemen1.ed by DeparT.rrienL of
:Labor regulatJons (28 eFl. pan 5). Unàer sec.
tion 102 of LhE A.ct, each con tractor sha.lJ be
reqUlred to compute the wages of every mE-
cIianic and laborer OD the basis of Á sLandard
work week of 40 hours. Wort in excess of the
standard work week is permissible provided
that thE: worker ls comperisa.1.ed a.t 2. rat,e of
not. iess tha.rJ Ph tirri8s,t.he: bas3c rëLtE: at pa.y

for aU hours worked in ex.cess of 4ú hours in
the work week. Section 107 of tIie .Act is al'-
plicable t,o constyuctior, work anà provides
.n.at no laborer or mechanic shall bE required
tG wort ir: surroundings or unòer worKing-
conditions which are unai11ary, hazardous
or dangerous. These reQuÌ!enients QO not
apply ùG tbe purchases. of supplies OT mate-
Tlals or articles ordinaril;i' available on the
oper: market, or contracts for t.ransportation
0; transmiss10rJ of lDt.elligence.

5 Rights io 1nveniions Made Under a Con.
tra.ct or Agreemeni-CoDtra.cts or agreements
fOT the perioITB.nce of experiDiental, deve1-

opment,al, 01. researcf¡ wort sha.ll. provide for
ôb€ r;ghts of thE FedeyaJ Government and
the r!:cipient in any resuliing invenÜon in
a~cord.ancE; wit,b 37 OFF.. part 401, "P..ighti: ~o
Invenr,ionf l-.a.de b:y Nonprofit Organ1za-c1ù!ls

G.DG Smali :Bus¡ness Firms Unàer Go"\ie:-ri-
D'.ent GraDt,s, Contracts a.r.iå Coope:'ar.n:e
f..grsemenT,s," and aD:r irnpjementing regula-
tiODS issuec by the a.wardinE" agency.

6. Ciean AiT Act (42 U.S.C. 7401 et seq.J and
the Federal WaieT Pollutio71 Canirol Acj (33
U.S.C. 1251 et seq.), as amended-CoDtyacôs
and subg:'2.nts of amounts in e):ceS5 0:
SlüÛ,DOO s~nalJ contain á. provision that re-

Quires the recipient to agree to cornply with
a.ll applicable standards, orders or regula-
tions issued pursuant to the Clean l.ir Acô
(1~ D.S.C. "¡4Oi et seq., a.nd tht F.ederai Water
Pollution Control ~,ct as a.mended (33 L.S.C.

1252 et seq.). Violations shall be reported to
the Federal award~ng ó.gency a.nù the P..c-
giona1 OI:!ïcE: of the Envlrùnmenta1 Prút.ec-
ûioÍ; f..geric~r (EP f_).

7. Byrd Anti-LoOb:l/iri..y Amendment (3J U.S.C
j 352j-ContraC1.0i'E who a.pply or bid fOT c.T;

award of £100.000 or mon shall file ôhe re-
quired cert.1fica.tioD. Each tjer certHies to
l.he -clef a.bove l.hat it. will not c.nå has not
usec Feòeral appropriâ.teõ funds to pay a.n~y

person or olgG.Tlizatiori for influenCing aT at..-
lsempting t,c influenc.e aD officer or erripioyeE:

o~ c.DY ~gency, ~ ITierriDer of Congress, officer

or err¡ployst oJ GO!1gJ'eS~, O~ aL employe!: 02 G.
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Pt. 220

irir~mìje!' of Cong:'~~s if: (;(;!"inec.viOi: \.,,'~'.:j'. an-
:.a¡nlng a.DY JTede~'2.J t:ont~'(lct, g-ra.nt. Ql a.ny
(ì'.ner a.wixè covered oy 3) U.S.C 1352. Each
;:Ier shall i11s0 disclose any iohbying with
non-F'ederaJ funds tha.t ;;ates place in con-

nectIon with obtaining ?ny Federal award.
Such dIsclosures are forwarded from tIer r.
t,ler up to t,he recipient

B. Debarment and SuspensIon (E.O.s 12,,19
a.nd 12689)-A contract award with an
a.mount expected to equa.l or exceed ¡25,OOO

a.nd certain other contract awards (see 2 CFR
180.220) shan not be made to partIes listed on

the government.wide Excluded PartIes List
System, in accordance wlth the OMB guide.
lines at 2 CFR part 180 that implement E.O.s
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, cr otherwise excluded by agen-
cies, as well as parties declared Ineligible
under statutor¡ or regula.tory authorit,r
other than E.O. 12549.

169 FR 26281, May ll, 2004, as amended a.t 70
FE 51879, Aug. 31, 2005J

PARTS 216-219 (RESERVED)

PART 22D-COST PRINCIPLES FOR
EDUCATIONAL INSTITUTIONS
(OMB CIRCULAR A-21)

Sec.
220.5 Purpose.

220.10 Scope.

320.15 Policy.
220.20 Appllcabilty.

220.25 OìvíB responsibilties.

220.30 Federal agency responsibllities.
220.35 Effective date of changes.
220.10 Relationship to pre\rlous issuance.
220.45 Information contact.

APPENDD: A TO PART nO-PRINCIPLES paR DE-
TERMD'¡NO COSTS ApPLICABLE TO GRANTS,
CONTRACTS, ANn OTHER AGREEMENTS WITH
EDUCATIONAL INSTITUTJONS

AUTORITY: 31 U.S.C. 503; 31 U.S.c. un; 41
U.S.C. 405; Reorganization Plan No.2 of 1970;

EO. 11541, 35 FR 10737, 3 CFR, 19ô5-1970. p.
939.

SOURCE: 70 FR 51881. Aug. 31. 2005. unless

otti erwise noted.

~ 220.5 PurpO"c.

This part establishes prin clples for
determining costs applicable to grants,
c;ontracts, and other agreements with
educational institutions.

2 C~R Ch. II (1- i -D6 tõdition)

S 320.10 Scope.
The. p!'1nc:pjes iri ~hiE- pa.rt deai v.rith

tiI"8 3uh.iecti 0:" cos~ ùeriermina.tion, and
rriaÌ\e no attempt tú idel1tify the cir-
cumsta.nces or dicta.i.e the extent of
agency a.nd Jnstltutlona.1 pa.rt,icipa.tlon
in ',he fimmcing of a pa,ti(;1118,r project.
P,oviRloii for profit. or othe, increment
above cost is ou tsicle the scope of this
part.

§220.15 Policy.
The principles in this part are àe-

signed to provide that the Federal Gov-
ernment bear its fair share of total
costs, determined in accordance wi th
generally accepted accounting prin-
ciples, except where restricted or pro-
hibited by law. Agencies are not ex-
pected to place additional restrictions

on individual items of Gost. The suc-
cessful application of Gost accounting
principles requires development of mu-
tual understanding between represent-
atives of educational institutions and
of the Federal Government as to their
scope, implementation, and interpreta-
tion.

S 220.20 Applicabilty.
(a) All Federal agencies that sponsor

researcb and development, training,
and other work at educational institu-
tions shall apply the provisions of Ap-
pendix A to this part in determining
the costs incurred for such work. The
principles shall also be used as a guide
in the pricing of îixed price or lump
sum ag-eements.

(b) Each federal agency that awarås
defense-related contracts to a Feder-
ally Funded Research and Development
Center (FFRDC) a.ssociated with an
educationa.l institution shall require
the FFP.DC to comply with t1ie Cost
Accounting Standards and with the
rules a.nd regulations issued by the
Cost Accounting Standards Board a.nd
set forth in 47 CFF. part 99.

§ 220.25 OMB responsibilities.
OMB is responsible for:
(a.) Issuing and main tain ing the gUid-

a.nce in this part.

(b) Interpreting the poliCY require-
men ts in this part a.nd providing assist-
ance to ensure eÏfective and efficient
implemen tation.
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C1R:J~AF J~~. ~-l2~
R~v~s~d Ma~i J.G, 2004

TC 'TE~ rlE.F~úS eft LZS:U~"=VE D.EF'F..I-'.T!-1SN'I'~ l:Ü~D E2T.L_BL1SHi'-ENTS

SUBJ.EC'I : COSt ~r~Dc~pl~E I0! NOD-'~r0fit Org~Liza,tiDn~

1. f'urpcse. This Circular es~atiishe5 principles for d~~ermin~ng costs of
g:-arH.s, coni::-acts and other agreemerrcs vJi i::n Iion-profi T: organizations. It does
not apply to colleges and universiT:ies which are covered by Office of Managemen-c
and Budget (Ot1Bj Circular p,-21, "COST: Principles for BducatioIië.l Institutions";
Si:õte, local, and federal1y-rec:ognized IndiaD ::ri):2.1 governments wr,icb are
covered by Ol'1B Circul2.r p,-87, "Cost Principles fa-r State, Locë.l, and Indian
Tri):a1 Governments"; or hospi 1:õ1s. The principles are designed to p:covide that
the Federal Government bear i 1:s fair share of costs except where restricted or
prohibited by 1a",'. The principles do not ati:empt to prescribe the exten-c of
cost sharing or matching on grants, contracts, or other agreements. However,
such cost sharing or matching shall not be accomplished through arbitrary
limitations on inàividual cost elements by Federal agencies. Provision for
profi t or other increment above cost is outside the scope of this Circular.

2 _ Supersession. This Circular supersedes cost principles issued by individu2.1
agencies for non-profit organizations.

3. Applicability.

a. These principles shall be used by all Federal agenc:j..es in determining
the costs of work performed by non-profit organizations under grants,
cooperatl\7e agreements, cost reimursement contracts, and other contract,s in
which costs are used in pricing, admnisLration, or settlement. All of these
ins::ruments are hereafter refer:ced to as awards. The principles do not apply to
av-Jards under vihicb an organization is not required to account to the Federal
Government for actual costs incurred. ~

b. 1'_11 cost reimbursement subawards (subgrants, subcontracts, etc.) eire
subj ect to those Federal cost principles applicable to the particular
organization concerned. Thus, if a subaward is to a non-profit organization,
this Circular shall apply; if e subaward is to a commercial organi zation, the
cost principles applicable to commercial concerns shall apply; if a subaward is
to a college or uni versi ty, Circular A-21 sball apply; if a subaward is to a
State, local, or federally-recognized Indian tribal government, Circular A-87
shall apply.

-_._-
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-a)r:)~:_17~:~~' ",rc. :::' ,:)-=r~i'l :;':':¿èr-~~::3.~.:i::ì:-i ;1)~'Li.=:,:

~J ' H'J:-!-:j:~')::.~ -_ ~):~~ar.~::a~i()r: H1f.:=:r:.':: ¿t:-:-": ::,:,..:~_:'./.:¿:..:.. :¡f!,
-: .:: S :..:: ~.~ -:_~ :-.;:'. i

__:lëJ:.. ¡,~=-:'~"-=f .~'j: S.2iíi.J...ar pu.rp":;ses i:-. :.1'e ?'.t,li:: .:~:.~:~s:.;

~s ~pe~ated prima~~~y ~~: sc~er:.~::Ct
. . .

e::.ìJcc::"': ::':-,~: ,n 5==':~i"~=~: ,

i.s rio~ organized primari~y ~D~ p=Ofi~; and

.'.1 u.s~~s i'=s net pT8-:eeds to ffe.i.nt2in, impr-:-ve, andlor ~)~Dand :..~S

~j~)er¿,,ejJH1S. For 'e:-is pur;:ose, ':he L:enn "n::,¡-profit:;rg2ni::ati-:n" ,";,.c~udes .J.)

r;oJ.leges and universities; (ii) hospitals; (iÜ) S':a::e, local, a:îd :~~dercE.ý-
)~ecogriized Indian tribal governments; and (iv) ':hose
non-profit organizations which are excluded from coverage of th is Circular in
accQrdance with paragraph S.

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

s. Sxclusion of some non-profit organizations. Some non-profit organizations,
because of their size and nature of operations, can be considered to be similar
to commercial concerns for purpose of applicability of cost principles. Such
non-profit organizations shall operate under Federal cost principles applicable
to commercial concerns. P. listing of these organizations is contained in
Attachme.nt C:. Other organizations may be added from time to time.

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

7. Attachments. The principles and related policy guides are set forth in t~e
following Attachments:

Attachment A - General Principles

Attachment B - Selected Items of Cost

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

g. Requests for exceptions. OlvJB may grant exceptions to the requirements of
this Circular when permissible under existing law. However, in the interest of
achieving maximum uniformity, exceptions will be permitted only in highly
unusual circumstances.

9. Effective Date. The provisions of this Circular are ef:Z2ctive illediately.
Implementation shall be phased in by incorporating the provisions into new
awards made after the start of the organization's next fiscal year. For
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. Earlier implementation, or a delay in
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F'a~::)~s 2ffec~j.n~ a~_._ow¿~~i~i:y Q~ ::)S~S, T:, ~~ 2~J~wa~1~ ilr!d~7 aTi
ri\~i;;r~li ~;'l.O::'~ m~ist mee:. ::h:~' r~~ J.::)\'-l~T"iq 0i=~~i~::di ::::~ :e=-~2.:

2.. B~ re2soiii:d:.ile f'Jr :.:-ie ~)i;:,:ir):-rnarir-..~ ~)~ ...:ie riViii:-':= ari(; !:il: l:~.J ~J":~ar.il.:::
~: !' i ~ ~~ ,~ t () IJ n d ~ r ~ ~l ~ S ~ P r .i ri (: .;. p j. '3 S .

b. C~n£J:crr tei dny linii:'ê.:-_i.or:s :ir -:zclu'sirjP's S~~ fJ~-th irj :.h~;:;e
p;:.iri-:il=i.LeS or i.n the. a¡,ia:rd a.s to types .::! amount of CC)st i:~rn5.

tl:.1 bot.h
c:, Be consis:~nt it/i tr~ pol iCl.es and

federall y- financed and o~t1er activities

procedures :ha: apply un: fo~mly
of ttie organiza:ion.

d. Be accorded consistent treatment.

e. Be determi:-ied iD accG~danse v.ii th gene::2~ly crc:cepted accoi.nt.:ng
principles rGAl\P).

Í . Not be ine 1 uded 2S

matching requirements of any other
current ~r a prior period.

a cost or used ~o m~et c~s~ sharing O~
federally-financed program in either ~he

g. Be adequately documented.

3. Reasonable costs. !-i cos:: is reasoy-,able i:;, :n its nature or amount,
it does not exceed that which would be incurred by a ?:uden: person under the
circumstances prevailing at the time the decision was made :0 incur the costs.
The question of the reasonableness of specific costs must be scrutinized wi th
particular care in connection with organizations or separate divisions thereof
¡,¡hich r-ec:eive the preponderance of their support from avlô.rds made by Federal
agencies. In determining the reasc:nableness of a given cost, consideraticm
shall be given to:

a.
and nec8ssäry
a;,iard.

Whether the cost is of a type generally recognized as ordinary
for the operation oÍ the organization or the pe:fo=rnance of the
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rr¡~HL'..é:5., einr_..iC)YE:~.s1 ëTiC -:-.li.TJLSi ::Iif: TJut,~::.:: c;t ~ól-gsi c.JiC tI-J~ F"sd~r22

G:',V=:l-TJITiE:TJ"C .

u. S~gn:::i.-=ëin!. CiE:V':è.'Li0Ii.: =:OL(¡ :.rJE: ~std.Ll~sr~-:d l.rãc:.ic:s.. of :'liE:
0r-g~fiiz2~ion wì!~ct rri~~; unj uSLifiatly inCr~2SE: :.h~ awa~c cost~.

~ . Allocctble costs.

d. A cost is ctllocctble to a particular cost objec~ivei
g.:ant, coni:racti prúji:cti servicei or ot.her act.ivit)-', ir) ëicc:c.::danct=

rela(ive benefi~s received. A cost is allocable to a Federal ctwarc
treated cODsisten(ly wi1:h other c6sts incurred for the saTIæ purpose
ci~cumstaDces önd if i i::

suc:h óS õ
v.' UJ i:he
if it :.s
in l..:d:e

(1) Is incurred specifically for the award.

(2) Benefits both the award and other work and can be
di5~ributed in reasonable proportion (0 the benefits received, or

(3) Is necessary (0 the overall operation of 1:he organization,
although a direct relct(ionship to any particular cost obj ective cannot be shown_

b. Any cost allocable to a par~icular award or o(her cost ObJ ee(i ve
under these principles may not be shifted to other Federal awards to overcome
funding deficiencies, or to avoid restrictions imposed by law or by the terms of
the aviard.

s. Applicable credits.

a. The term .applicable credits refers to those receip(s, or
reduction of expenditures which operate to offset or reduce expense iteiiis Lhat
are allocable to awards as direct or indirect costs. Typical examles of such
transctctioDs are: purchase discounts, rebates or allowances i recoveries or
inderni ties on losses, insurance refunds, and adj ustments of overpayments or
erroneous charges. To the extent that such credits accruing or received by the
organization relate to allowable cost, they shall be credited to the Federal
Government ei (her as a cost reduction or cash refund, as appropriate.

b. In some instances, ~he amounts received from the Federal
Government to finance organizational acti vi ties or service operations should be
treated as applicable credits. Specifically, the concept of netting such credit
iteTI~ against related expenditures should be applied by the organization ~D
determining the rates or amounts to be charged to Federal awards for services
rendered whenever the facilities or other resources used in providing such
services have been financed directly, in whole or in part, by Federal funds.

,- For rules covering program incoIIle (i. e., 92:055 income earned
from federally-supported activities) see Sec. __.24 of Office of Management and
Budget (O!'iB) Circular p,-110, "Uniform Administrative Requirements for Grants and
Agreements wi ~h Institutions of Higher Education, Hospitals, and Other Non-
ProÍi t O~9ãni zaLions. II
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~~~~ ~~~. a:::j :::ue c~nn-=C:1G~ ~i:n ~=;a~_=a:io~s ~ha: =ece~V2 3 pre?~nd2=ance
..',c' ,. S:.DT-or:: :r::ni ~'ede::ê!l ?genc:ies. :.r: ::,:cde:- :0 2.vci:J :s'ibse:r:ie:-:

j_~d_~~wance or jis~ute based ~~ unreasonableness or nona~18c:abi~i:y, ~~
_,:'~'.;., 'J'.!3:.::cit)::.B ::0 seey: a ':iri::en agreeme,i~ vi:i.-:r- "'r-e cognizant :::: avia::ding
a:,erlC:Y :.r, advan~;e c.'f. ~_h" incu::::snce ~): sp'2cie.l or unusual costs. :-.;-e absen::e
i.T: "d'I',rir:s ¿:::~-'emen': ~in any e~ement e;f cas"" 'viill n::-', i!l i:s'21:, ,,::e:': ::he

';:):ïd:-)';.-2ri~3~; r)1~ a.i~oc:ab.ilJ.ty of '-riaL ~ 1 erfl::nt .

:07"icii ":.i.:-)rI21. e:r:emp":i:iTl3.

a. C)lvlB authori::es candi ':ional e:xsmptioT! ¡rom m1B adrinis;:ra':i 'I",
r",c¡uiu~ments and cost principles circulars ::or C'3rtain Federal programs ,ii:.h
s':cJi:lForily-autnorized cons0li.dated planning and consoiida:.ed administrative
funding, that are identified by a Federal agency and approved by the head of
:ne Sxecutive department or es-:ablishment. F, Federal agency shall c:onsult viith
')MB duri.ng i t.s conside::ation oÍ vihe':her to g:ant such an exempti.on.

b. To promote efficiency in State and local program administra,-ion,

¡,¡hen Federal non-entitlement programs wi-ih corron purposes have specifi.c
s"'atu':or ily-authorized consolidated planning and consolidated adriniS':ra:i ve
funding and where most of the State agency i s resources corne from non-Federal
sources, Federal agencies may exempt these covered State-administered, non-
entitlement grant programs from certain OL~ grants management requi::ements, The
e:xemptions would be from all but the allocabili ':y oÍ costs provisions of OMB
Circulars p.-87 (1'.ttachment l'., subsection C. 3), "Cost Principles for State,
Local, and Indian Tribal Governments," 1'.-21 (Section C, subpart 4), "Cost
Principles for Sducational Institutions," and p,-l22 (Attachmen': p" subsection
1'..4), "Cost ?rinciples for Non-Profit Organizations," and from all of the
administrative ::equirements provisions of OMB Circular F,-ilD, "Dniform
1'.dministrative Requirements for Grants and fi.greements Úth :nstitutions af
Higher Education, Hospitals, and Other Non-Profit Organizations/" and the
agencies i grants management corron rule.

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

prerequisi te to a State 1 s exercising this option, a State must adopt its own
viritten fiscal and administrative requirements for expending and. accounting for
all funds, which are consistent with the provisions of OMB Circular A-B7, and
extend such policies to all subrecipients. These fiscal and administrative
requirements must be sufficiently specific to ensure that: funds are used in
compliance with all applicable Federal statutory and regulatory provisions,
costs are reasonable and necessary for operating these programs, and funds are
not be used for general expenses required to carry out other responsibilities of
a State or its subrecipients.

B. Direct Costs

l. Direct costs are these that can be identified specifically wi th a
particular final cost objective, 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 speciÍically with awards are direct costs of the awards and are to be
assigned directly thereto. Costs identified specifically with other final cost

8 ATTACHMENT ...... ..........
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purp0s~s of d~~~rmiL~Dg indi~est cas! =at~s and b~ 211o=ated their sjia~e of ~he
orgaLizatior¡ r s indi!eCT costs it they represen~ activiti~s wLich (l) include ~h~
s~laries of personneli (2) occupy spacei aDd (3) berJEfit from th~ 0rgaLiz2tio~ls
ilidirsc't ::OS"lS.

4. TÌ1:: costs of del.i vi tiEs perfÚrnied p=irn2.rily 25 a s~rvice tc nlérner s,
clients, or -eI-ie genE:rëd public wI-en sigliificant ãnd necesseiry to i.he
orgaü.iz2tioü i S TIiissioTJ must bE: treated as direct costs whether or not allowa.bl~
and be allocated an equitable share of indirect costs. Some €xamples of these
Lypes of acti vi ties include:

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

b. Providing services and informaLion to members, legislative or
administrati ve bodies, or the public.

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

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

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

f Administration of group benefits on beh~lf of mern~r5 or
clienr.s, including life and hospital insurance., annui ty or retirement plans,
financial aid, etc.

C. Indirect Costs

1. Indirect costs are those that have been incurred for common or joint
objecti ves and cannot be readily identified with a particular final cost
obj ecti ve. Direct cost of minor amounts may be treated as indirect costs under
the conditions described in subpôragraph B. 2. After direct costs have been
determined and 2ssigned directly to aWãrds or other work as appropriate,
indirect costs are those remaining to be allocated to benefit~ng cost
obj ectives. A cost may not be allocated to an award as an indirect cost if any
other cost incurred for tI-ie same purpose, in like circumstances i has been
assigned to an award as a direct cost.

2. Because of the diverse ch2racLeristics and accounting practices of
non-profit organizations, i~ is not possible to specify the types of cost which
may be classiÍ~ed as indirect cost in all situations. However, typical examples
of indirect cost for many non-profit organiz2tions rr~y include d€preciation or
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r' '.:': ~,'.Jn ,: ~ rig .

:nd~~e=t ~85~~ 3ja~~ tJe ~~ass~f~ej wi~!:~n ~WG ~=~ad =dteqo~~es:'I?a::ii:~=-ssri is de:i:-ied ~s dep:-~=iati.:)~ and
"~'d'~:-' ~.~, 'C~_~s" and lI.n.dmj.r:i_s,::-a:j,-')r¡. 11
:.~:-" d.;..iovianr:es 0;-' buildirigs, equipmei-: and -:api:.al impro'Jement, irl:erest:m jer'~.
¿::::ì()":j a~-ed vfj.th ce:rtain buj.ldings¡ equ~?ment and capit.al imprsivemen!.si and
'ipeIiJ:j.or!s and main:.enance e¡:¡:enses. ".h.dmi!"istrai:ion" is ::efined 3.S general
.:drnj.List:a-;ion and gener21 expenses su-:h as the di::e-:torls ~fÍi::e, accountj_:I(J,

per~onnel, libra~y expenses and all other i:ypes of ezpendi~ures not list~d
sw~cj.f.Lcal::y under one of the subcategories "f "Facilities" ¡including cr()~:;
allocations from other pools, where apDlicablel. See indirect cost rate
reportj.ng requirements in sub~aragraphs D.2.e and D.3.g.

~. Allocation of Indirect Costs and Determination of Indirect Cost Rat~s

1. General.

a. Where a non-profit organization has only one major function, or
where all its major functions benefit from its indirect ccsts to approximately
the same degree i the allocation of indirect costs and the computation of an
indi reet cos~ ra te may be accomplished through simplified allocation procedures,
as described in subparagraph 2.

b. Where an organization has several major functions which benefit
from its indirect costs in varying degrees, allocation of indirect costs may
require the accumulation of such costs into separate cost groupings \-¡hieh then
are allocated individually to benefiLing functions by means of a base which best
measures the rela ti ve degree of benefit. The indirect cos~s allocated :0 each
function are then distributed to individual awards and o~her activities includej
in that function by means of an indirect cost rate (s) .

c. The dete::mination of \-¡hat constitutes an organization's majúr

functions will depend on its purpose in being; the types of services it rsnde::s
to the public, its clients, and its members; and the amount of effort it de.otes
to such activities as fund::aising, public information and membership activities.

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

e. The base period for the allocation of indirect costs is the

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

2. Simplified allocation method.

a. v.lhere an organization's major functions benefit from its

indirect costs to approximately the same degree, the allocation of indirect
costs may be accorr~lished by (i) separating the organization i s total costs for
the base period as either direct or indirect, and (ii) dividing the total
allowable indirect costs (net of applicable credits) by an equitable

10
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bú:I-. -.:rJt: ci::E:c: c.~s",~ ctr.iG '.Lê :irid':2.-:::=:: ccs-r~~' sIJc.~i -,zc:lüoi:
cap~~21 ~xDeDd~Lur~s and un211o~able cos~s. ~owevei, un21lowaDl~ CQsts wi~ich
~E:p~éserit aC1:iv:.t.ies must bE: iIlclud~d .if! :'fic d~2:éCt c.osts ulider "Che coricill.ions
desc~~bed ~D subpar agrapn B. 3.

c. Th~ dist~ibution base rria~' be ~ot~l di~ect costs 'excluding
capital expenditures and other distorting items, such as rr~j or subcon~racts or
surigran~E) i di~ect salaries and wages, or o~hEr base whicb =esults in an
equi~able distribution. The distribu~ion base shall generally exclude
pc.rtici.pant support costs as defined in pc.ragraph 32 cf Attachment B.

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

e. For an organization that receives more than SlO million in
Federäl funding of direct costs in a fiscal year, a breakout of the indirect
cost component into two broad cätegories, Facilities and Administrätion as
defined in subparagraph C. 3, is required. The rate in each case shall be stated
2S i:he percentage which the amount of the particular indirect cost category
(i. e., Facili ~ies or Admnistration) is of the distribution base identified I'd th
that category.

3. Multiple allocation base method

ä. Gener21. Where an organization'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 allocatèd individually "Co benE:fi tting functions by means of a !:aSE: -which
best measures the rE:lative benefits. The default allocation bases by cost pool
are described in subparagraph c.

b. Identification of indirect costs. Cost groupings shall be
established so as to permit the allocation of each grouping on the basis of
beDefi ts provided to the maj or functions. Each grouping shall constitute a pool
of expenses that are of like character in terms of functions they benefit aDd in
terms of the allocation base which best n~asures -che relätive benefits provided
to each function. The groupings are classified withi.n the two broad categories:
"Facili ties" and "?dministration," as described in ::ubparagrapb C. 3. The
indirect cost pools are defined as follows:

(1) Depreciâtion and use allowances . . The expenses under this
heading are ~he portion of the costs of the organization's .buildings, capital
improvements to land and buildings, and equipment which are computed in
accordance .vlitb paragraph 11 of p.ttachment B ("Depreciation and use
2llo\l'ances") .
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ë:-:,.S :,,,;io.:.rig a;:e :.ric)se :.¡-,,,:: ~.a\7" :-J'2en incu::::ed ::::: :.rie adminis:::ra::i::D,
c,C)e;'õl..-.J.Jr:, ",ê".:.:.~'2n2;i::e, D:''2s,,::va::ion, and pr.:¡::e:::.iol! :if ::he ci::gar:iza-:i::n' s
?~y~ i ::ai p~an:. They inciude expenses no:-ma~ly incu::red for such i::ems as:
JiHi,ë::)::i.d.::. and u:'J.L.iti services; :repai::s and ordinary 0:: normal alLe::a::i.Jris c,c
t)u.:.~J.:;:.Ir:iS, furr::;ture and equipment; care ::f grounds; maintenance and ope:,,::~(ir:
of build:ngs and 8ther plant :acili::ies; security; earthquake and disaster
preparedness; environmental 5afe~y; haza::dous waste disposal; property,
~iabiJ.i.~.y dnd :.::he:: j.Tlsurö.nc'2 ::e':ë.tinq to pr::pe::ty; sp~c:e and capitaJ. l':;.lê;:rig;
f.a-:ilj.ty planni.ng and management; and, ::entraJ. r,~c:ej.ving. Thf! operatiDn ,Hid
maintenance expenses category shall also include its allocable share 01 ~ringe
hen,,fi t costs, depreciation and use allowances, and interest costs.

. _~ i ~)P-e:d::.:ori d:-:d :nain:'2rlari~e ~¡.:;.~-=r~s~s.
The ex~~nses ~~id~~

(4) General administration and general expenses. The expenses
under ~his heading are those that have been incurred for the overall general
executive dnd administrative offices of the organization and other expenses of a
generaJ. nature which do not relate solely to any maj or function of the
organization. This category shall also include its allocable share of fringe
benefit costs, operation and maintenance expense, depreciation and use
allowances, and interest costs. .~ Examples of this category include centra.1
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 to ensure that
costs incurred for the same purpose in like circumstances are treated
consistently as either direct or indirect costs. For example, salaries of
technical staff, project supplies, project publication, telephone toll charges,
computer costs, travel costs, and specialized services costs shall be trsated es
direct costs iiiherever identifiable to a particular program. Tbe salaries and
wages of adrinistrati ve and pooled clerical staff should normally be treated as
indirect costs. Direct charging of these costs may be appropriate where a maJ8r
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.

c. Allocation bases, Actual conditions shall be taken into account

in selecting ~he base to be used in allocating the expenses in each grouping to
benefitting functions, The essential consideration in selecting a method or a
base is that it is the one best suited for assigning the pool of costs to cost
objectives in accordance with benefits derived; a traceable cause and effect
relationship; or logic and reason, where neither the cause nor the effect of the
relationship is determinable. When an allocation can be made by assignment of a
cost grouping directly to the function benefited, the allocation shall be made
in that manner. When the expenses in a cost grouping are more general in nature,
the allocation shall be made through the use of a selected base which produces
results that are equitable to both Uie Federal Government and the organization,
The distribution shall be made in accordance with the bases described herein
unless it can be demonstrated that the use of a different base would. result in a
more equitable allocation of the costs, or that a more readily available base
would not increase the costs charged to sponsored awards. The results of
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(b) Depr~ci2~ion or us~ ~llowances OL bLild~Dgs used for
JT0:ie t.r.an one fun::"ti0r" ô.nd on C:ãpit",l improvEmeni:sand equipment used 2.n sucn
buildings, sh",ll be alloc:ai:ed to the indiv2.dual funci:ions pe:iformsd in Each
buildirig oil thE: bas::s of usable sguëtre feet o£ spdce i e):cludirig cormiorJ areas l

such 28 hallways, st¿irwells, and restrooms.

!c) Deprecia~ion or use ãllowances on buildings, capitbl
imp:covements and equipment :ielãted space (e. g., indi vidüãl :iOOTIS, and
laboratories) used Jointly by more than one function (as determined by i:he users
of the space) shall be t:ceated as follows _ 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
equi valent (FTE) basis or s",laries and wages of those individual functions
benefi tting from the use of that space; or

(ii) organization-\J,'ide employee FTEs or salaries
and wages applicable to the benefi ti:ing functions of the organization_

(d) Depreciation or use allowances on certain capital
improvemenLs to land, such as paved p",rking areas, fences, sidew",lks, and the
like, not included in Lhe cost of buildings, shall be allocated to user
categories on a FTE basis and distributed to major functions in proportion to
the salaries anò wages of all employees applicable to the functions.

(2) Interest. Interest costs shall be ãllocated in i:he same
manner as i:he depreciation or use allowances on the buildings, equipment and
capi tal equiprients to which UJe interest relates.

(3) Operation and maintenance expenses.
m",intenance expenses shall be allocated in the same manner
and use allowances.

Operation and
as the d~preciation

(4 ì General administration and general expenses. General
admiEistration and general expenses shall be allocated to benefitting functions
based ari Iliodified total direct costs (MTDC), as desc:iibed in subpc.ragraph D.3. f.
The expenses included in this category could be grouped first açcording to major
functions of the organization to which they render services or provide benefits.
The agg:iegate expenses of each group shall then be allocated to benefitting
functioLs based on MTDC.

d. Order of distribution.

(1) Indir~ct cost categories coú5isting of àep~eciation and
~se 21lowancés i in~Er~st i ope~a~ion ánd m2inteLaD~e i and gener21 aæ~inistratioD
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=1 ~~ed ~n~e j.: ~¡as b~en ~lJ,osated to G~he: cos~ object~vesi and costs 3h2l~ n0I
¡:)L? ::':Jt:.""~qu'7n:.,~/ allo::a::ed ~o it.. Howis-,¡er, a cr::ss alloca'"i:JTI G: .::OS~3 be:'\rJeer.
-:.¡,.ri ~):- rno;f"~ i.:id~:-2::~ =,,~.:~S -:ci":ego:-i~s -:ou:'d be used. if such a.:'J 8c:a':ian v.fi.lJ.
;L~:jult .:n d rno~-e equi:able allo~ation "jf costs. 7.: a :~03S alJ':Jsati0n is us,;:'J,
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... ,,"qu.i. red.

e. P,pplj.sa"lian ()f indirt?ct cost rate or rates. t:xc~pt v.¡here CJ

special indire:;t cost rate/5) is required in accordance with subparagraph D~,
the separate groupings of indirect costs allocated to each major function shall
be agg:-'3gated and t:-eated as a corion pool for that function. ~i1e costs in the
common pool shall then be distributed ':0 individual awards included in that
funct ion riy use of a single indirect cost rate.

f. Distribution basis. Indirect costs shall be distributed to
applicable sponsored awards and other benefitting activities within each major
function on the basis of !'1TDC. MTDC consists of all salaries and wages¡ fringe
b'3nefi ts, materials and supplies, services, travel, and subgrants and
subcontracts up to tbe first $25,000 of each si.bgrant or subcontract (regardless
of the period covered by the subgrant or subcontract). Equipm'3n~, capital
expenditures, charges for patient care, rental costs and ~he portion in excess
of $2:',000 shall be excluded from MTDC. Participant support costs shall
generally be excluded from MTDC. Other items may only be excluded when ~he
Federal cost cognizant agency determines that an exclusion is necessary ~o avoid
a serious ihequity in the distribution of indirect costs.

g. Individual Rate Components. An indirect cost rate shall be
determined for each separate indirect cost pool developed. The rate in each
case sball be stated as the percentage which the amount of the particular
indirect cost pool is of the distribution base identified with that pool. Eacb
indirect cost rate negotiation or determination agreement shall include
development of the rate 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.

4. Direct allocation method.

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

b. This method is acceptable, provided each joint cost is prorated

using a base which accurately measures the benefits provided to each award or
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S. Spe~ial ~8direst CQS~ ra~es. In some ins~anses i a single iudir8ct
cost. 2.ãtE: Íor ëll ac:~.i vi -cies oÍ äD G!"-ganizôtiori or Íor E:2cb ITLaj or runctiori of

~h~ organiza~ion Thaynot be appropria~~, sinc~ it would no~ take in~o accoun~
-:hos~ diff~rent fac"_ors wtiicl- IT21Y substant.ially affect tl-c inèirect costs
applicabl~ 1:0 a parcicular segment of work. For 1:his purpose, a põ.r~icular
segmerJt of work may be that performed under a singl~ aW2rd or it may consi st of
'vior!: under a group of awards performed in a common environment. Thes~ factors
may include the physical location of the war!:, the lev~l of administrative
support required, i:ie nature of the facilities or other resources employed, the
scientific disciplines or technical skills involved, the organizational
arrangemen~s used, or any combination t:nereof. When a particular s~gment of
work is performed in an environment which appears T.a generate a 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 allocation process, and the
separa~e ~ndirect C0St rate resulting t:herefrom should be used, provided it is
determined ~hat (i) the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and 4 i and (ii) the volume of worJeto
which .the rate would apply is mat:erial.

E _ Negotiation and Approval of Indirect Cost Ra~es

1. Défini tions. As used in this section, t:he following ter.ms have ~he
mEanings set
forth below:

a. Cognizant agency means the Federal agency responsible for
negotiating and approving indirect cost rates for a non-profi t organization on
behalf of all ~ederal agencies.

b. Predetermined rate means an indirect cost rate i applicable to a
specified current or fut:ure period, usually the organization's fiscal year. The
rate is based on an estimate of the costs to be incurred during the period. A
predetermined rate is not subj ect to adjustment.

c. Fi):ed rate means an indirect cost rate which has the same
as a predetermined rate, ezcept Üiat the difference between Hie
and the act.ual costs of t.he period covered by the rate is
as an adjustment to the rate computation of a subsequent period.

cb aT ae ter i sties

est. iITi2 t ed costs
ca.rried forward

C. Final rate rne2flS an indirect cost rate applicable to a specified
past period which is based on the actual costs of the period. A final rate is
noT. sübj.ect 7.0 aòjtl.stmeDt.
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2. Negotiation and approval of rates.

a. Unless different ar.rangements are agreed to by the agencies
concerned, the Federal agency with the largest dollar value of awards with an
organization will be designated as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as
fringe benefit and computer charge-out rates. Once an agency is assigned
cognizance for a particular non-profit organization, the assignment will not be

changed unless there is a maj or long-term shift in the dollar volume of the
rede ral awards to the organization. All 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 ::eason to believe that special operating factors affecting
its awards necessitate special indirect cost rates in accordance with
subparagraph D. S, it will, prior to the time the rates are negotiated, notify
the cogni z ant agency.

b. A non-profit organiza::ion Irihieri has not previously established
an indirect cost rate wi=h a Federal agency shall submit its initial indirect
cost proposal immediately afte:: the organization is advised that an airiard will
be made and, in no event, later than three months after the effective date of
the award.

c. Organizations that have previously established indirect cost

rates must submit a new indirect cost proposal to the cognizant agency within
six months after the close of each fiscal year.

d. A predetermined ::ate may be negotiated fo:: use on alArards viÌiere
there is reasonable assurance, based on past experience and reliable projection
of ~he organization i s costs, that the rate is not iikely to exceed a rate based
on the organization's actual costs.

e. Fixed rates may be negotiated where predetermined rates are not

considered appropriate. A fixed rate, however, shall not be negotiated if (il
all 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 i s operations fluctuate
significantly from year to year.

f. Provisional and final rates shall be negotiated where neither

~redetermined nor fixed rates are appropriate.
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~a~~~j ~~ ~~ Conten~s

~,

-,~ "

tJ .

Advertis~ng and pubJ.j: :'~~a~ians =~s~s
Advisory counç~J"5
Alcoholic beverages
Audi t 80sts and related servi~es
~¡ä d d~b:. s

"1 Communic;ati::n costs
ßarid.ing cos:'s

8

9.
~ O.

::1.
12.
13.
lt .
15.
j 6.
17 .
18.
19.
20.
" "L.. .
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
4 i.

42.
43.
44.
45.
46.
47.
48,

Comp-2nsa-:ion .:o~ !?~:::-)0fiai 3er-.:i::~s
Cont~rigency prGvisior~5
D~ fen se and p=osecut lor) Q ~ :: ~ imi n ~ 1 and c J, v ~ i ;J ~'o=~~d ~-~9S i C~. a lITiS i a~De a~. s
arid patent infring~ment
Dep=eciation and use aJ.lowar!c~~
Donations and contribu~ions
Employee mo::ale, health, C1nd ;.iel::are CCJS'_S

Entertai~ment costs
Equipment and other =api tal eXDendi ~ures
Fines and penalties
Fund raising and investment managemen~ cos~s
Gains and losses on depreciable assets
Goods ::r services for pe::sonal use
Housing and pe::sonal living expe~ses
Idle facilities and idle capacity
Insurance and indemnification
Interest
Labor relations costs
Lobbying
Losses on othe'r sponso:red agreement.s O!: cClnt.rac'.:s
Maintenance and ::epair ccsts
Materials and supplies costs
Meetings and c::nferences
Memberships, subscriptions, and prafessio"al ac~:vi ty costs
Organization ccs~s
Page charges in professional journals
Participant support c::sts
Patent costs
Plant and homeland security costs

Pre- agreement costs
Professional services costs
publication and printing costs
Rearrangement and alteration c~sts
Reconversion costs
Recrui ting costs
Relocation costs
Rental costs of buildings and equipment
Royalties and other costs for use of patents and copyrights
Selling and marketing
Specialized service facilities
Taxes
Termination costs applicable to sponsored agreeTI~nts

18 -.- -_.~ ~ ~~~i-M EN~-~..j==--J-
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Adve=:.sing and public rela~ions ::~S:~.

a. Th'2 l~e:-m 2dver::ising ::osts mear:s :lïe ::05~S or aO..,je:-:isi.íig me8.ia 21:.1:1
:-;r)~~~,iJå;-Y iJdm~.nistreitivl: C0StS. fi¿d.ve!~is.:rig me:iia in::lud'2 m2ç2:~.riesl
nev..r3pa.pe:-sl radj.o ê.rid t.ele-;iisiani direc: maili ezl-:ibits, f'l-ec::.::.:)nic or c=imp'J:'-2~'
transmitta~.3, arid :he J.ike.

b. The :e::m public r"laticins :ricludes cornmuni.ty reJ.atj.ons and means :hcse

activities dedi~ated to maintaining the image of the non-profit organization or
main1~aininq Ol- promoting understanding and :avorable ::elati::ris WLLf¡ tfi'2
corruTluni ty or public at la:rge or any segment of the public.

c. The only aliowable adve~tisirig sosts are ttiose whish are soie~y for:

(1) The recruitment of personnel required ~or the performance by the
nori~profit organization of obligations arising under a ?ederal awa::d ¡See a1s0
At::achmen-c 8, paragraph 41, Recrui::ing costs, and paragraph 42, Reloca~i::;n
cost.s) ;

(2) The p~ocur~rrient 0: goods and se~7ices for t:ie pe:£0=mar;~e 0~ 3
Fede::al award;

(3) The disposal oÍ scrap or surplus materials ~squired in ~he
performance of a Federal award except when non-profit organizations a-o
l-eimbursed for disposal casts at a predetermined amount; or

(4 ì Other speci fie purposes necessary to meet th'2 ::eauiremsn::s 0:;
the Federal award.

d. The only allowable public relations costs are:

(l) Costs specifically required by the Federal award;

(2) Costs oÍ commurd.cating with the public and press perta~ning ~o
speciric activities or accomplishments which result from pe~formance of Federal
a"iards (these costs a'""' considered necessary as part of the outreach eÍ:ori: for
the Federal awardi; or

(3) Costs of conducting general liaison with news media and
government public relations officers, to the extent t~at such activities are
limi ted to communication and liaison necessary keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards,
financial matters 1 etc.
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f. Un2~~0~J2D~~ adv~r~~~~n9 2rid rJUL~~.C -'~12:~ür15 SSS~S ~TJC~Ua2 ~tJ~
-=(i~0v,¡~TJO :

1.1) l.-i -! ad'.ie2:t.i.=ing and DUbli.c ':E:..2"c.=oils CCJst.:: CJ"tl-E:I -crJe:ri 2.5

5t-,=ci.:isd iTi 5UDr..e-2.-ag.:apns c, Ò1 d.Yid r=;

2:E:lc:"8d tc

(2 ì

ú'::hE:r
Cas t.s oÍ rri~stirig.s f

acti vl t~~s 0: ~h~
cODvenLions i convocations i or oth2I
Do~-profit orgaLization f ~ncluding:

E:\' E:Il ë.S

(a) Costs Gf display~i demons~ra~ionsi and exhibi~s;

(b) Costs of meeting rooms, hospitõlity slÙtes, and oë.hE:r
spE:cial facili~ies used in conjuIlc1:ion wi1:h shows and other special events; and

(c) Salaries and wages of employees engaged in se1:ting up and
displaying exhibi LS, making demonstrations, and providing briefings;

(3) COSLS of promotional iLems and memorabilia, including modE:ls,
gifts, and souvenir s;

(4) COSë.S of advertising and public rE:lations designed solely to
promote the non-profit organization.

2. Advisory Council s

Costs incurred by advisory councils or comritLees are allowable as a direct cost
where authorized by the Federal awarding agency or as an indirect cost v.¡here
allocable to Federal awards.

Alcoholic beve~ages. Costs of alcoholic beverages are uTiallowable.

4 . Audit COSLS and related services

a The costs of audits required by , and performed in accordance with, the
Single Audit Act, as implemented by Circular A-133, "Audits of States, Local
Governments, and Non-Profit Organizations" are allowable. 1'"lso see 31 use
7505 (b) and section 230 ("Audit Costs") of Circular A-133_

b. Other audit costs are allowable if included in an indirect cost ratE:
proposal, úr ir speciricê.llY approved by the awarding agency as a direct cost to
an award.

c. The cost of agreed-upon procedures engagements to monitor subrecipients who
ere E:xempted froIT A-133 under section 20ü(d) are allowable, subject to the
conditions listed in A-133, section 230 (b) (2) .
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:::j3~:S f a:--= Ulîc.~j_C),v';eiDj"€:.

~::LJíH'-J ~ :i:~ :::J S L ~ -

rJ" 3':lridi.rla ::::S:'S a~13S: Itihen :.be Fede:cal GG\ie=nmen~ requires assuY.anc:e
r)~;r!;.n-;- :.;.f,¿.iri::iäl L)ss ~o i:-.s~::f 0:- ::":h€:rs by :-eason 0: ::ne as: or defau:!: 'Jf

:ii-iey 2.ris~ also in ::r.stanc:es ;¡.irie:-e :h€: ric;TI-~:'~':""
assu~ance. Included are such bands as b~di
?2yrent, inÍ~in~~rn,=n~1 and fideliti bonds"

',~rir::~ r;l:j:!-;::'::J:it ú:~~ar-J.~::Citj_ori.
')~1ani=d~~lOr: requ~.~e5 s~mila!
;Jt:~;~ f()J:.rnaTJs~l f)aJ'7rii?n~1 advaric~

b. :osts of bonding required pursuant to :ne ~erms af the award 2 re
aU. ')'tJilbl '" .

c:. CO,¡::s of r)onding required by the nor:-p:-ofit oi:.ganiza':ion in ,-he
general conduct of i:s operations a::~ allowable to the e~ten": that such ~0ndi~g
is in ascordance with sound business p::actise and the ~ates and premiums are
reasonable under the circumstances.

7. Communication costs. Costs incurred for telephone services, local and long
distance telephone calls, telegrams, postage, messenger, electronic or compu:':r
transmi ":tal servises and the like are allowable.

8. Compensa":ion for personal services.

a. Defini tion. Compensation for personal services includes all
compensation paid currently or accrued by the o:-ganization for services of
employees rendered during the period of the award (except as otherwise provided
in subparagraph h). It includes, but is not limi ~ed to, salaries, wages,
director's and executive committee member's fees, incentive awards, fringe
benefits, pension plan costs, aiìowances for off-site pay, incentive pay,
location allowances, hardship pay, and cost of living differentials.

b. Allowabili ty.
paragraph, the costs of

Except as otherwise specifically provided in this
such compensation are allowable to the extent that:

(l) Total compensation to individual employees is reasonable for the
services rendered and conforms to the established policy of the organi zation
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 paragraph.

c. Reasonableness.

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

(2) When ':he organ.ization is predominantly engaged in federally-
sponsored acti vi ties and in cases where the kind of employees required for the
Federal acti vi ties are not found in the organi zation . s other acti vi ties r
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G. .sPE:l:.iC1.! con.siciE:!c-:ions .:r. .::E:"tE:2:IfL.:r,.:rjç e.2.2.ú..¡ar...i~i::y. CE:r:ë::'T"
':0no.=:.ioris rE:qu~~E: 5t.8Ciõl c:on5.2o~:c.:.ioL á.!JO T..C:sS2-L1E: l':IT':~ê:=ior..s =-T~ ci'2"CE:2:1nirl~lJç

S:"S:_5. "Llflc1E:l- FcClc::-c..l a\t;e.~d.: 'V'JrJE:-E: ê.TIiúUIit.5 G2. -":/j:iE;S of -=ornrJE:Lse~ior~ ôPPE:c2.
üL.:i:ë:sorJ2..tlE: _ p.JiCJrll~! suer! ~i:lrJdi~~()r~.: ë:2:f: -=ri:= =G~.lQi,\T'=r!g:

(lì COTIipensation t.o fflerrJe2:'s of riorJ-p:rozir. úrganiza-cion.s, t.rc.s-:E:E:S,
diisc--orsi c:.5SúCiel"Ll=5, oÍÍicE:1:s, GI -ch£: :.rnfn~G.iCi:"E: =arr~~liE:s triE:I80f.
Determinai:ior, should be made tt,at such comDerisai.iori 2.5 :ce250nable for ::he aCi.Ubl
per'so~al services r~ndered rather t~aD ~ distribution üf ~arnings in excess of
C0St.S.

(2) p"ny change in an organization' 5 compensai:ion policy rE:5ul ting in

ô sUDstanLial increase in L.he organization' s level of compensation, pa~ticularly
when iL wa s concurrent with an increase in the ratio of Federal awards to other
acti vi ties of the organization or any change in the treatmem: of allowabili ty of
specific types of compensation due to changes in Federal policy.

e. Unallowable costs. Costs which are unallowable under other parag~aphs
of this Attachment shall not be allowable under this paragraph solely on i.he
basis that they constitute personal compensation.

f. Overtime, extra-pay shift, and multi-shift premiums. Premiums for
overL.ime, e2:tra-pay shifts, and multi-shift work are allowable only vii th the
prior approval of L.be awarding agency except:

(1) When necessary to cope with emergencies i such as L.hose resulting
from accidents, natural disasters, breakdowns of equipment, or occasional
operational bottlenecks of a sporadic nature.

(2) When employees are performing indirect functions, such 2S
adr~nistra~ion, maintenance, or accounting.

(J) In ~he performance of Les~s, laboratory procedures, or OL.Der
similar operations which are continuous in nature and cannot reasonably be
interrupted or otherwise completed.

(A) vihen lower o\'erall cost to the Federal Government will result.

g. Fringe benefits.

(1) Fringe benefi ts in the form of regular compensation paid to
employees during periods of authoriz.ed absences froTI tbe job, such as vacation
leave, sick leave, rnili tary leave, and the like, are allmJable i provided such
costs are absorbed by all organization acti vi ties in proportion to the relative
amount of time or effort actually devoted to each .

(2) Fringe benefits in tbe form of employer contributions or
expenses for social security, employee insurance, worbnen' s compensation
insurance/pension plan costs (see subparagraph h), and the like, are allowable,
provided such benefits are granted in accordance with established written
organization policies. Such benefits wbether treated as indirect co.sts or 2S
direct costs, shall be distributed to particular awards and other acti vi ties in
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~Z~~~t ~ha: ~he pr0visi~r~s ~ep~es~nt ~9a3anable estimates of ~he iiab~li:ies ~~~
.sucr ::;omper:sa-:io"í, ~nd ":he types a£ s..:nie!"age, sx:ent oí cQverage, and ::a:.es a:-id
p~em~ UITiS would hav~ be~n allowable had insu:ance been purchased ~~ cover ttie
!~ l.'~::s. HO\..eii~~ f p:-:-,,;-i.sic)ns f'Jr self-insured liëbilitie.s vihi::h do no"i Dt?':8m-e
paVdb~ ~ for more than -:Tle y-=ar 2.fter- :.he pro'\r:sion is made shall not ~i~~-=.~d '__dO:

~~~3~n: ~dlue of the liability.
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!b) Where an ~rganizati~n follows a consisten: policy ~f
o~i:p~nsirig octual payments to, or on behalf of, employees or former emDloyee:: fc;r

unemployment compensation or ../orkers' c:ompensa:ion, such pajlen'.s are ¿,llo'Plable
in Uie year of payment vJi::h the prior approval of the awarding agency, provided
:hey are allocated to all activities of the organization.

(4) Costs of insurance on the lives of trustees, officers, or other
employees holding positions of similar responsibility are allowable only to the
extent that the insuranCe represents 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
organization-furnished automobiles that relates to personal use by employees
(including transportation to and from work) is unallowable as fringe benefit or
indirect costs regardless of ..¡hether the cost is reported as taxable income to
the employees. These costs are allowable as direct costs to sponsored award
when necessary for the performance of the sponsored award and approved by
awarding agencies.

l. Pension plan costs.

(1 I Cast~ of the organization i s pension plan which are incurred in
accordance with the establ ished policies of the organizatio~ are allowabl e,
provided:

(a) Such policies meet the test of reasonableness;

(bl The methods of cost allocation are not discriminatory;

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

(d) The costs assigned to a given fiscal year are funded for

all plan participants wi thin six months after the end of that year. However,
increases to normal and past service pension costs caused by a delay in funding
the actuarial liability beyond 30 days 

after each quarter of the year to which

such costs are assignable are unallowable.

(2) Pension plan termination insurance premiums paid pursuant to the
Employee Retirement Income Security Act (ERISA) of 1974 (Pub. L. 93-406) are
allowable. Late pa)ment charges on such premiums are unallowable.
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k. Severance pay.
(lì SE:Verán::c pë)'1 2.1S0 corm()ril~.)" 2:eft=rred to èS disrn':SSãl wagesi :"s

ê paymerlT. i.f, addi. t:con to regular salaries and wages, by o2:ganizations to worters
whose empl.oyment is being ::erminated. COSts of severance p"y a.re allowable only
to tbe extent -rhat in each case, it is required by

(a) law,

(b) employer-emploYE:e "greement,
(c) established policy that constitutes, in effect, an implied

agreement on the organization's part, or
(d) circUI.stancE:s of the parT.icular employment.

(2) Costs of severanCE: pa)~E:nts arE: divided into two categories 2S
follows:

(a) Actual normal turnover severance pa)~ents shall be
allocated to all acti vi ties; or, where the organizatiori provides for ô reserve
for normôl severônces, such method will be acceptable if the chargE: to current
operations is reasonable in light of pa)~ents actually made for normal
severances over a representative past period, and if amounts charged are
allocated to all activities of the organization.

(b) Abnormal or mass severance pay is of such a conj E:ctural
nature i:hat measurement of costs by means of an accrual will not achieve egui ty
to both p~rtie5. Thus, accru~ls for this purpose are not allowable. However, i:he
Federal Government recognizes its obligation to participate, to the extenT of
iT. s iê.ir share i irJ 2.I1Y spE:ciric payrnent. Thus, allowabili ty will be c:onside:red
on a case-by-case basis in the event or occurrence.

(c) Costs incurred in certain severance pay pacl:ages (commonly
known as "a golàeri parachute" pa)~ent) which are in an amount in excess of the
normal severance pay paid by the organization to an employee upon termnation of
employment and are paid to the employee contingent UPOD a change in management
control over, or ownership of, the organization i s assets are unallowable.

(d) Severance payments to foreign fJatioTiê.ls employed by the
organization outside the United States, to the extent that the amouDt exceeds
the customary or prevailing practices for the organization in the United States

are unalloviable i unless they are necessary for the performance of Federal
programs and approved by awarding, agericies.

(e) Severance pa)~ents to foreign nationals employed by the
organization outside the United States due to the terrrQnation of the foreign
nationê.l as a IE:sult of the closing of, or curt¡:Ùlment of activities by, ttJe
orgônization iri that country, are unall.owable, unless they are necessary for Hie
performance of Federal programs and a¡:pro\'ed by aViarding agencies.
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:~arg~s ~c awards ~S~ salaries and wages, wtie~he: t=sa~e~ as
j~. ,._~~:~~_ -:CiS':..s :Jr .:rid:"2:e.::t costsi ;.;;:.11 De b2sed 8ri :10cumented payr-ells app:Qv-=c- :-,"./
~ ~e~p~r~sible ~fficial (5 ~ of the organizatiQn. The distribu~ion ~f sa12!~es a~i~
'..idqS:i ':D a¡.iac-os must be supported by personnel act.ivity reports, as presc:ribed
: ~ :iub~a ragraph r 2 ¡, except when a substitute system has been approved l~
W~.: t; ng hy :he =~gnizant agency. ! 3e9 subparagraph E. 2 of At~a~hment A.)

:2.' p..~P')=:'s :e:.:.e,:~ir!~l tì.1'2 :iistr:.bu:'l'JTì oÍ activity of ~;ëi(;j.¡ .:~rn~J_~.iY':~(~

rnu::,t b'2 mcJ~ntclir!8d fa: all s~afÍ mi=mbers (professionals and rionprofess.ioTìaJ.~';,!
¡.ihose compensation is cha::ged, in whole 0:: in part, directly to awards. ,rõ
addi.tion. 10 order to support the allocation of indirect costs, such reports
mus:. a.lso be maintained fen other employees ¡.¡hose wo::k involves two or more
func:::ions or activities if a distribution of their compensation between suc:h
functions or activities is ~eeded in the determination of the organization's
indirect cost raters) (e.g., an employee engaged part-time in indirect cost
activities and part-time in a direct function). Reports maintained by non-
profi t organizations to satisfy these requirements must meet the following
standards:

(al The reports must reflect an after-the-fact dete::mÜation

of the actual activity of each employee. Budget. estimates (i.e., estimates
determined before the services are performed) do not qualify as suppo::t for
charges to awards.

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

(c) The reports must be signed by the individual emplciyee, ':or-
by a responsible supervisory official ha'.¡ing first hand knowledge of the
activities performed by the employee. that the distribution of activiëy
represents a reasonable estimate of the actual work performed by the employee
during the periods covered by the reports.

(d) The reports must be prepared at least monthly and must

coincide with one or more pay periods.

(3) Charges for the salaries and wages of nonprofessional employees,
in addi tion to the supporting documentation described in subparagraphs (1) and
(2), must also be supported by records indicating the total numer of hours
worked each day maintained in conformance with Department of Labor regulations
implementing the Fair Labor Standards Act (FLSA) (29 eFR Pa::t 516). For this
pur-pose, the term "nonprofessional employee" shall have the same meaning as
II nonexempt employee," under FLSA.

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

9. Contingency provisions. Contributions to a contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold
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e. DE::irii;:ions.

(1) Conviction, eis used he:cein, means a J udgrE:rit or a convict:ioD of
d c:c:iminc;l of:eIiSEo by a.ny cou:ct of compei:ent Ju::isdictiolj, wbei:her en"'Eored upon
as a ve:cdict or a plee, including d convici:ion dUEo to a plea of nolo contendere.

(2) Casts include, but: a:ce not limited to, adn,inis":rative and
clericãl expenses; i:he cost of legal services, whether performed by in-house or
private counsel; and the costs of the services of accountants, consultctnts, or
others retained by the organization to assist it; costs of employees, officers
and trustees, and any similar costs incurred before, during, and after
commencement of a judicial or administrative proceeding that bears a direct
relationship to i:he proceedings,

(3) Fraud, as used herein, means Ii) acts of fraud corruption or
attempts to defraud the Federal Government or to corrupt its agents, (ii) acts
that constitute a cause for debarment or suspension (as specified in agency
regulations), and (iii) acts which violaLe the Fãlse Claims Ac~, 31 D.S.C.,
sections 3729-3731, or ~he Anti-Kicl~ack Act, 41 D.S,C., sections 51 and 54.

(4) Penalty does nOL include restitution, reimursement, o:c
compensatory damages.

(5) Proceeding includes en investigation.

b. II) Except as otherwise described herein, costs incurred in
connectiori wi tb any crirn.inel, civil or admnis-crati ve proceeding (includirig
filing of a false certification) commenced by the Federel Goverruent, or a
State, local or foreign government, are not allowable if tbe proceeding: (1)
relates to a violation of, or failure to comply ",'i th, a Federal, State, loc21 or
foreign statute or regulation by the organization (including its agents and
employees), and (2) results in any of the following dispositions:

(a) In a criminal proceeding, a conviction,

(h) In a civil or adrinistrati ve proceeding involving an
e.llegatioD of fraud or sirnilar misconduct, a determination of organizatione.l
liability.

Ie) In tbe case of any civil or adrinistrë.tive proceeding, the
impos~ t iOD ofa monetery penalty,

(d) A final decision by an appropriate federal official to
debar or suspend the organization, to rescind or void an award, or to Lerminate
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m~_:s'::')ndu::;:, :h~ c:()~"...3 ~,\f ¡..ll such p:C'Jceedings shall 012 unallo'.--Jable ir apy one of
:'_;)7:ril :'7~,-:1J~ '':5 _u :";r!~:: of f.~l~ d~3:o:-)siti::)i:S shovrn irJ sUDparag:-aph :'. (1).

.... -.c c; p:-(,;::eed~ng :.e:er2:9d :(;, in subpara;.:aph b is ::cffmenced by ~h'2
F',:jc~r.å.l ;:;(j~'ernrr'2ni: and :~s :~SQJ. 'led by c~nsent 0:- c:Jmp:c.:;mise pu:suant :''J ail
dg~",~ment ente::ed into oy the organizatio!'i and ::he Federal Government, then :h':~
costs incur red by ~he organization in connection with such proceedings tha tare
rJti-ie~wise not ¿illo\liable und.er subparagraph b may be a:..jow,~d ~o the e¡:ten::
~pecifically p::ovided ~n such agreement.

d. If a proceeding referred to in subparagraph b is commenced by a State,
local or foreign government, the authorized Federal official IT~y allow the costs
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 federally-sponsored award, or (2) specific written direction of
an autho~ized official of the sponsoring agency.

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

(1) The costs are reasonable in relation to the acti vi ties required
to deal with the proceeding and the underlying cause of actio~;

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

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

(4) The percentage of costs allowed does not exceed the percentage
determined by an authorized Federal official to be appropriate, considering the
complexity of the litigation, generally accepted principles governing the award
of legal fee s in civil actions involving the United States as a party f and such
other factors as may be appropriate. Such 

percentage shall not exceed 8 a

percent. However, if an agreement reached under subparagraph c has explicitly
considered this 80 percent limitation and permitted a higher percentage, then
the full amount of costs resulting from that agreement shall be allOVlable.

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

g. Costs of legal, accounting, and consul tant services f and rela ted

costs f incurred in connection with defense against Federal Government claims or
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Q:g~Ii~za~~DD se~eiraLely _ Duririg ~h~ p~LO~DCY Gf any procs8d~ng cov~!~d by
5UDr..e-rag!"aphs b anà Í, "tlJE: -FE:dE:rc.l GovernrriE:Ili. sriá2.1 gene:-eilly wi -:ri!.lúld l)2yrrierJt
of such costs. However, if in ~ìie b~st ~nter~sts of the Federal Gov~rnmeDt, ~te
Fede:-ál Government may provide for sandi tion2.1 p2.yment upon provision of
aaequate security, or other adequate assurance, 2.nd agreements by ~he
organization to repáY 211 unallowable cos~s, plus interest, if the costs are
subsequently determined to be una~lowable.

11. Depreciation and use ëllowãnces.

ã. Compensation for the use of buildings, other capital improvements, and
equipment oil hand may be made through use allowance or depreciation. However,
eLcept as provided in Attachment B, paragraph f, a combination of the two
methods may not be used in connection with a single class of fixed assets (e.g.,
buildings, office equipment, computer equipment, etc.)_

b. The computation of use allowances or depreciation shall be based on the
acquisition cost of the assets involved. The acquisition cost of an asset
donated ~o the nOD-profit organizatiorJ by a third party shall be its fair martet
value at the time of the donation.

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

(1) The cost of land;

(2) Any portion of the cost of buildings and equipment borne by or
donated by the federal Government irrespective of where title ~as originally
vested or where it presently resides; and

(3) hny portion of the cost of buildings anò equipment contributed
by or for the non~profit organization in satisfaction of a statutory matching
requirement.

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 developments iTl the particul2r program are2, and the rerie.vial
and replacement policies followed for the individual items or classes of 2ssets
involved. The method of depreciation used to assign the cost of an asset (or
group of assets) to accounting periods shcll reflect the pattern of consumption
of the asset during its useful life.

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

Depreciation methods once used shall not be changed unless approved in advance
byt'hs cognizant Federal agency. When :.iE: depreciation method is introduced for
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'.J:':~~u_ ij.fe; or- :.ne en:'.ire build.ing (i 0 e., "'he sheL.l and a:.l C:'Jmp~HI-3ntSJ TEa)! b~

: ~~~it~d as ~ s~ngle asset and depreciated Qver a single usefuJ. J, ife.

f. When che dep:-e::iation method is used for a pa:ci::ular class of aS3ets,
rir) ~je;:)reciat~.on may be a.llow2d .:m any such assets that, under subparagraph ct,
w~uj_j t)~ view~d as fully depr~ciat~d. Howgver, a reasonable use alJ_~wance may
be negotiated for such assets if warranted aftei taking into consideration the
amount of depreciation previously ::harged 'co the federal Government, t.he
estimated useful life remaining at time of negotiation, the effect of any
inc:-'3ased maintenance charges or decreased effi::ien::y due co age, and any other
factors pertinent to the u'ciLzation of the asset for the ;1urpose contemplated.

g. Where the use allowance method is followed, the use allowance for
buildings and improvement (including land improvements, such as paved parking
areas, fences, and sideii/alks) \liill be computed at an annual rate not exceeding
two percent of acquisition cost.

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

The two percent 1imi tation, however, need not be applied to equipment which is
merely attached or fastened to the building but not permanently fixed to it and
which is used as furnishings or decorations or for specialized purposes (e. g.,
dentist chairs and dental treatment units, counters, laboratory benches bolted
to the floor, dishwashers, modular furniture, carpeting, etc.). Such equipment
will be considered as not being permanently fixed to the building if it can be
removed without the need for costly or extensive a1 terations or repairs to the
building or the equipment. Equipment that meets these criteria will be subj ect
to the 6 2/3 percent equipment use allowance limitation.

h. Charges Íor use allowances or depreciation must be supported by
adequate 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 rendered. Contributions or donations,
including cash, property, and services, made by the organization, regardless of
the recipient, are unallowable.

b. Donated services received:
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G':::f::':' ~~C.5:' ÕCT:j."V=-::y .srJclll .v.JficIJ rrië:'f:2'~ê..1 -=L eiHiCiUL:'1 bE: =úr.:~~.:ll:~.cc iT: r.f.e:
ae:'f:.:rrl':¡.ici..:Gn ú! i:fJ~ rlúli-pI0Í.21 Oi:g2.T1~=ót.ior~i2, .:rld~i:E:ct cús:'s or 2:á.:"E:;s) ana,
asc0~d~figlyl sh~ll DE alloc2ted ~ pro~Grtiona~~ sha~~ of applicable ~Dd~rect
~ú5~~ Wh~L ~ht Íúllowing ~xist:

!a) The aggregate va!ue of ~he services'. material;

(b) The services are supported by a sigDificant amount of the
indirect costs incurred by the non-profi~ organization; and

(c) The direct cost ac~i vi ty is not pursued primarily for i.he
beneii t of i.he Federal Government.

(3) In those instances where there is no basis for dei.ermining the
fair market value of the services rendered, the recipient and ~he cognizant
agency shall negotiate an appropriate alloca~ion of indirect cost to the
services.

(4) Where donated services directly benefii. a proj ect supported by
an award, the indirect costs allocated to the services will be considered as a
part of the total costs of the proj ect. Such indirect costs may be reimbur sed
UIidE:r the award or used to meet cost sharing or matching reguiremE:ni.s.

(5) The value of the donai.ed services may be used to meet cos'.
si.aring or matching requirements under conditions described in Sec. _ .23 of
Circular A-IID. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the dona~ions so that reirnursementwill
not be made.

c. Donated goods or space.

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

(2) The value of the donations may be used to meet cost sharing or
matching share regui2:ements under the conditions described in Circular ¡,-lID.
Where donations are treated as indirect costs, indirect cost rates will separate
the value of the donations so that reimbursement will not be made.

13. EmploYE:e morale, heali.h, and welfare costs.
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l:':--L3':S : 3uch as :.ickets ":ú s~.i()\r.13 :ìr sTJor-:::~ ':ventsr meals, Judging, =en:C:~3,
~.7'ari3p~);:t_a:.j.;-Jnf and qra~ui~i_es) are unålJ,owable.

l ~. Equipment and otner capital expenditures.

a. For purposes of this subparagraph, the following definitior.s app~y:

(1) "Capi~al Expendi-curesll rnear:s expenditures for the acquisi:.ion

cost of capital assets (equipment, buildings, land), or expenditures to make
improvements ;:0 capi -:a1 assets ::hat materially increase their 'TaJ.ue or t:s'2:ul
life. Acquisition cost means the cost of the asset including th'2 cost to put
in pJ.ace. Acquisition cost for '2quipm'2nt, for example, means the net invoice
pri.ce of the equipment, including the c::st of any modifications, a~tachments,
accessories, or auxiliary apparatus necessary to make it usable for th~ pu~~ose
f~= which it is acquired. Ancillary charges. such as taxes, duty, protective i~
transi t insurance, freight, and installation may be included in, or excluded
from the acquisition cost in accordance with the non-profit organization's
regular accounting practices.

(2) "Equipment" means an article of non 
expendable , tangible perso;-,e.l

property having a useful life of more than one year and an acquisi tioD cost
which equals or exceeds the lesser of the capitalization level established by
the non-profit organization for financial statement purposes, or $5000.

(3) "Special purpose equipment n means equipment which is used onl y
for research, medical, scientific, or other technical acti vi ties. Examples of
special purpose equipment include micrcscopes, x-ray machines, surgical
instruments, and spectrometers.

(4) "General pu::pose equipment" means equipment, ¡,ihich is not
limi ted to research, medical, scientific or other technical activities. Examples
include office equipment and furnislÜngs, modular. offices, telephone networks,
information technology equipment and systems, air conditioning equipment,
reproduction and printing equipment, and motor vehicles.

b. The follo¡,iing rules of allowabili ty shall appJ.y to equipment and other
capi tal expenditures:
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a5 2 G~~ec~ cos~ exsep~ wi~h ~hE: p~~or approvc:l of ~hE: aw¿rding ~g~nc~;.

:41 When approved as a direct charge pursuant to paragraph l5.b. ill,
(2), and '3, above, capi~¿l Expendi~ures will be charged in the period in which
~hE Expenditure ~s incurred, 0r as o~nerwise de~ermined appropriate by and
nego~iated wi~h thE awarding agency.

(5) Equipment and oë.her capital expenditures are unallowable as
indirect cost:s. However, see Attachment B, paragraph 11. i Depreciation and use
allowance, for rules on the allowabili ty of use allowances or depreciation on
buildings, capital improvements, and equipment. 7'.1 so , see At:tachment B,
paragraph 43., Rental costs of buildings and equipment, for rules on the
allov¡abili ty of remal costs for land, buildings, and equipment.

(6) The unamortized por~ion of any equipment written off as a result
of a change in capit:alization levels may be recovered by cont:inuing to claim the
oë.herwise allowable use allowances or depreciation on the equipment i or by
amortizing the amount to be written off over a period of years negotiated with
the cognizant agency.

16 _ fines and penal ties. COSLS of fines and penal ties resulting from
violations of, or failure of the organization LO comply with Federal, State, and
local laws and regulations are unallowable except when incurred as a result of
compliance wiLh specific provisiQns of an award or instructions in wri~ing frorr
~he awarding agency.

17. Fund raising and investment management costs.

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

b. Casts of investment counsel and staff and similar expenses incurred
sole 1 y to enhance income from investments are unallo-vlable.

c. Fund raising and investment activities shall be allocated an
appropriate share of indirect costs under the conditions described in
subparagraph B.3 of Attôchment p,. -

18. Gains and losses on depreciable assets.

a. (1) Gains and losses on sale,
depreciable pr~perty shall be included in
credi~s or charges to cOSL grouping (s) in

retirement, or other disposition of
~he year in which ~hey occur as.
which the depreciation applicable to
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i~J T~ie gaiT) or 1~3s iS p~o=es3ed ~nr0ugh a d~p=ecia:iori
a':;.~)'jn~ nnd.:s :e:lest~d j,ri "'rlt2 dep!:ec:iatioD allDVlablf2 under parag~aph 1.1,

rb: ~~ie p~~;)e~~y ~s giveri iT) ezc~iange as pa=t ~f (~ie pu:=ria3~~

8~:~,ce of a simj.J.ar item and the gain or loss is ~aken j.nto accQurlt iri
dete~mj_~ing the depreciation cost basis of ttie new item.

Is) A loss resul:s from ~he failure ~o maintain permissible

in suranse, ~zcept as oth~ rwi 5e provided in At t ashment B, paragraph 22.

(d) Compensation Ior the use oI the property was provided
through use allowances in lieu of depreciation in accordance with paragraph 9.

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

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

19. Goods or services for personal use. Cos:s of Goods or services for
personal use of the organization's employees are unallowable regardless oÍ
whether the cost is reported as ta):able income to the employees.

LO. Housing and personal living expenses.

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

D. The te::m "officers" includes current and past officers and employees.

21. Idle facilities and idle capacity.

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

(lì "Fa.cilities" means land and buildings or any portion tbereof,
equipment individually or co~lectively, or any other tangible capital asset,
wherever located, and whether owned or leased by the non-profit organization.
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~xpec~~d for ~li~ ~ype ü~ facility invo~ved.

(4) IrCost of iàlE: fcicili t.iE:5 or idlE c:apaci tyii rneaLS C:ústs sucr- 25:

rrLaintE~aDCE, rep~ir/. hou~ing, ren~i and other relcited cos~s, E.g., insuranCE,
in~~res~, property t~xes ~nd depreciaLioD or use allowances.

b. The COSLS of idle faciliL~es are uLallowable except to ~he ex~ent thai:

(1) They are necessary LO meet fluctuations in workload; or

(2) Although not necessary to meet fluctuations in workload, they
were necessary when acquired and are now idle because of changes in program
requirements, efforts to .achieve more economical operations, reorganization,
termination, or other causes which could not have been reasonably foreseen.
Under the exception sLated in thissubparagraph¡ costs of idle facilities are
allowabl e for a reasonable period of time, ordinarily not to exceed one year,
depending on Lhe initiative taken to use, lease, or dispose of such facilities.

c. The costs of idle capacity are normal costs oÍ doing business and are a
factor in the normal flucLuations of usage or indirecL cost rates from period to
period. Such COSLS are allowable, provided that the capacity is reasonably
anticipa ted to be necessary or was originally reasonable and is not subj ect to
reduction or elimination by use on other Federal awards, subletting, ren-iing, or
sale, in accordance with sound business, economic, or security practices.
Widespre ad idle capaci ty throughou~ an entire facility or among a group of
assets having substantially ~he same funcLion may be COL~idered idle facili ~ies.

22. Insurance and indemr"ifica~ion.

a. Insurance includes insurance which the organization is required to
which is approved, under the .terms of the award and any other

which the organization maintains in connection with the general
its operations. This paragraph does not apply to insurance which
fringe benefits for employees (see subparagraphs 8.g and 8.i(2)).

carry, or
insurance
conduct of
represents

(1) Costs of insurance required or approved, and maintained,
pur suant to the award are allowable.

(2) Costs of other insurance maintained by the organization in
connection wi Lh i:he general coriduct.of its operations are allowable subj eèt to
the following lirr~tations:

I a) Types and extent of coverage shall be in accordance with
sound business practice and the rates and premiums shall be reasonable under the
circumstances.
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(d! P~~vi5ians ~or ~ ::~3er17g uTide~ a se:f-i~su~ance ~=8a~am
d~e allowabJ.e to ths ex~ent tnat :ypes of cove:age, ext~nt af cove=age, ra~es,
dT1d p~~emj_ures would ~~2ve bee~ allowed tiad insu~ance been pursha3ed ~o cover ~tlE
r;.~i:5. However, provision for known O~ ~easonabiy estimated se~f-ii~3u:ed
J..;_dl-.:iJ ~ t.J.~:-jl i"Jh~_=I- d~;, riçj': :i-eC:Jml= payabli= for mo::e than ~ne year 2ft~r trlt3
~rr.jvj.s.!l:)n l:-j made, s~¡aj_l no~ exc-eed :.iiie ;;:-esent. '\j2:"ue of th'2 J.J.ëibiJ..: t~i.

(~; Costs of insu=ance on ~he lives of trustees, or:J_~~~5, 8~
(ii:her: emDlc'..lees rioldúig positions of similar resDonsibil.ties are alloviable ani)
~o the extent tt~at :he j.nsurance represents additional comper:sation ! se~
subparagraDh 8. 9 (4) ). The cost of such insurance when ~he organization is
identified as the beneficiary is unallowable.

(fJ insurance against defects. Costs of insurance wi:h
respect to any costs incurred to correct defects in the organization i 5 materictls
or workmanship are unallowãble.

(g) Medical liability (malpractice) insurance. Medical
liabili ty insurance is an allowable cost of Federal 

research programs only to
the extent that the Federal research programs involve human subj ects or training
of participants in research techniques. Medical liability insurance costs shall
be treated as a direct cost and shall be assigned to individual projects based
on the manner in which the insurer allocates the risk to the population covered
by the insurance.

(3) Actual losses which could have been covered by pe~missible
insurance (through the purchase of insurance or a self-insurance p~ogram) are
unallowable unless expressly provided for in the award, except:

i a) Costs incurred because of losses not covered under nominal
deduct~ble insurance coverage provided in keeping with sound business practice
are allowable.

(b) Minor losses not covered by insurance i such as spoilage i
brea kage, and disappearance of supplies, which occur in the ordinary course of
opera tions, are allowable.

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

23. Interest.

a. Costs incurred :or interest on borrowed capi tal i temporary use of
endowment funds i or the use of the non-profit organization's own fundsi however
representedi are unallowable. However, interest on debt incurred after
September 29( 1995 to acquire or replace capital assets (including
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justi~i~a~ioD must DE provided L0 ttie Fede!21 agency witt cost cognizancE
au~hGrity as ¿ p!~r~gui~ite LO ~he -conti~u~d allowability of in~~res~ on debt
an~ d~~!eci~tion r~lat~d tG the facili~y. Th~ n~eds justification for the
ac:qu:csi i:ior: 0i a facility sriould include, ai: a iEinimuIT, i:be ::üllo'vling:

la) A s~a~ement of purpose and justification for facility
dcgu~si Lion G! ~eplåsement

(b) A statement as to why current facilities are not adequate

Ic) A statement of planned future use of the facility

(d) A description of the financing agreement to be arranged
for ~he facility

(e) A summary of the building contract with estimated cost
information and statement oÍ source and use of funds

(f) A schedule of planned occupancy dates

(2) For facilities costing over $500,000, the non-profit
crgar.ization prepares, prior to the acquisition or replacement of the facilit:)',
a lease/purchase analysis in accordance with i:he provisions of Sec. __.30
through __.37 of Circular A-lIO, which shows that a financed purchase or capital
l::as~ is less cosi:ly to the organization than other leasing alte::nai:ives, on a
net present value basis. Discount rates used should be equal to the non-profit
orgar.izaLion i s anticipated interest rates and should be no higher Lhan Lhe fair
market rate available to "the non-profit organization from an unrelated (" arm IS
length") third-party. The lease/purchase analysis shall include a comparison of
the Iiet 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 in the debt
financing, less any estimated asset salvage value at the end of the period
de!ined above. The cost comparison for a capital lease shall include the
estimated total lease payments, any estimated bargain purche.se option, operating
and me.intenance costs, and taxes not included in the capital leasing
arrangement, less any estimated credits due under the lease at the end of Lhe
period defined above. Proj ected operating lease costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rates under
rental agreements that would be renewed or reestablished over the period defined
above, and any expected IIiaintenance costs and allowable prOpE:rLY taxes to be
borne by the non-profit organization directly or as part of the lease
arrar¡gement.
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G~-~:l~~ 21~_~wable interest :ost. A~~i~~age ea~ning5 repo=~2ble to ~~!e In:e=nal
Re7e~ue s~ ~vi=e are ria: ~e~uir9d ~o be offset agai~s~ allowable in~eres~ :os~s-

... ..' '. J.;.J:"~.. , ,.)eriding payme,it
~ . - ,ci: :';i~ :'Jrls:.:-u-::.i::)'f ~~ 3cquisi~ion =ûsts i ar~ u~i~d

(~j¡ R.eimbu~semeri~s a:e limit13d to tr!e least .:ostly a~te=-nat5.'lt2 D¿;si:d

'); ti-,- ~...o::ai ::ost analysis required under sub?aragrapri :::). F'or e~:ample, :.f ar,
op~rating lease is determined to be less ::ostly than purchasing ~hrough debt
;:; ¡"i;.ric:ing, then reimbursement is limited :-.0 the amount determiried : r leasing ;;od
been used. :n all ::ases where a lease/;mrc:hase analysis is performed, rede;:aJ.
rej.~)U~3enien t shall be based upon the least expensive al :ernative.

(6¡ Noii-profit organizati,()ns are aJ.so subject to the fOllO~Jj_ng

ceindition:::

(a) Interest on debt incur~ed to -finance or refiriance assets
acquired t,efore or reacquired after September 29, 1995, is not ailo¡,iable.

(bì Interest attributable ~o fully deprecia~ed assets is

unalloviable.

(c) For debt arrangements over $1 million, unless the non-
profi t or-gani zation makes an initial equity contribution to the asset purchase
of 25 percent or more, non-profit organizations shall reduce claims for interest
expense by an amount equal to imputed interest earnings on excess cash flow,
which is to be calculated as follows. Annually, non-profit organizations sh&ll
prepare a cumulative (from the inception of the project) report of monthly cash
flows that includes inflows and outflov!s, regardless of the funding source.
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. ~or cash flow calculations,
the annual inflow figures shall be divided by the number of months in the year
(usu,ally 12) that the building is in service for monthly amounts. OutflovlS
consist of initial equity contributions, debt principal payments (less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative outflows, interest shall be
calculated on the excess inflows for that period and be treated as a reduction
to alloi,¡able interest expense. The rate of int:erest to be used to compute
earnings on excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day of that month.

(d) Substantial relocation of federally-sponsored activities

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

(e) The allowable costs to
are limited to a fair market value available
an unrelated ("arm's length") third party.

acquire facili ties and equipment

to the non-profit organization from
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(1) R~-acquired as sees Theans assets held by :he Don-profit

organiza:ion prior LO September 29, 1995 -chaT rJOve 2gõi., corne to bE: hE:ld by
tI-e cr-gô.nizat:iori, whetner -chrougr-i repü.rchasE: or refiriancing. It dOE:s not include
asse~s acquired to replace older assets.

(2) Initiël equi 1::y contribution mEoór,s Ü¡Eo amount or valUE: of
contributions made by nori-profit organiza-cions for t:he acquisition of "(he asset
or prior to occupancy of facilities.

(3) Asset costs means the capi talizable cos-cs of an asset, including
construction costs, acquisition costs, and ot:her such costs capi t2lized in
accordance with GAAP.

24. Labor relations costs. Costs incurred in maintaining satisfact:ory
r-elations between the organization and its emploj'ees, including costs of labor
mariagement COTIQ-ctees, employee publications, and other relór.ed activities are
allowable.

25. Lobbying.

a. Notwithstanding other provisions of -chis Circular, costs associaLed
with t:he following activities are unallowable:

'1 ì l-.r.tempLs to influence the outcomes of any Feder21, S:.ate, or
local elecr.ion, referendum, initiative, or similar procedure, -chrougb in tind or
cash contributions, endorsements, publicity, or siwilar activity;

(2) Establishing, administering, contributing -co, .or 
paying the

expenses of a political party, campaign, political action committee, or other
orgaLization established for the purpose of influencing the outcomes of
elections;

(3) Any attempt to influence: (i) Tbe introduction of Federal or
State legislation; or (ii) the enactment or modification of any pending Federeil
or S~ate legislation through communication wir.b any member or employee of 

the
Congress or State legislature (including efforts to influence State or local
officials to engagE: in similar lobbying acti vi ty), or v-. Ui any Government
official or employee in connection ",'i th a decision to sign or veto enrolled
legis12tion;

(4) ?~ny attempt to influence: (i) ThE: introduction of Federal or
State legis~a~ioL; or (ii) the enactment or m8dification of any pending Federal
GI State l~gisiation by p~eperiDg i distributing or us~ng publicity or
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. ~: ~e g~ sla: 1. V~ ~. ~.a ~ S~~ act j, vi ~j, e s, iris L ud~:ig ~~t eridan~e a~
J ~~ ~.~...~) _ d ':~. ,.re ~-2S 2.~. ::f": S :)!: ::.:)mmi -:: ~'2 h'2ar': ngs, ga :.b-e:: :'!J ç; ir.: o:-rri2 ":1. ~n :ce ;a:~::2.;'lg

~.~?j,~la~ion¡ and analyzir~g ~he affect ~f ~sgis:at~~n, when suet! ac~~v~tj.es 2~~
::¿¡::-: ~.~Q :)P :.ri ::~upP():r-: ::i: C)~ in knovJ:ng pr-2?2.::a.iioT: ::J:: an e.::o:-"c :'0 e:ï;ag'2 ..'J
ur1ilJ. ~.owat)J.e J.0~byirlg.

~. T~ie folJ,owing activi:2.es a:e excs~ted f=om ~h~ =ove~aae of
.-: :_1 r):, 2 ~: ~J q r ~Jpr: _.

.J.) Pr:1vid.ing a technical and Íóc:':ual presentation of informaum:
CJ t0pi.c direc:tJ y r.,dated to the perfo::mance cjf a grant, çontract or other
ag::eernent through hearing testimony, statements or letters to the Conçiress or a
State legj.slature, or subdivisi.cin, member, or cognizant staff member thereof, ~.ri
tespon'se to a documented request (includirig a Congress'ional Record notice
request i.ng testimony or statements for the record at a ::egularly scheduled
hearing) made by the recipient member, legislative body or subdivision, or a
cognizant staff member thereof; provided such information is readily obtainable
and can be readily put in deliverable form; and further provided that costs
under this section for ':ravel, lodging or meals are unallowable unless incurred
to offer testimony at a regularly scheduled Congressional hearing pursuant to a
wr i t ten request for such presentation made by ':he Chai::man or Ranking Minority
Member of the Committee or Subcommittee conducting such hearing.

(2) Any lobbying made unallowable by subparagraph a (3) to influence
State legislation in order to directly reduce the cost, or to avoid material
impairment of the organization's authority to perform the gra~t, contract, or
other agreement.

(3) Any activity specifically authorized by statute to be undertak2n
with funds from the grant, contract, or other agreement.

c. (l) When an organization seeks reimbursement for indii:.'=ct costs,
total lobbying costs shall be separately identified in the indirect cost rate
proposal, and thereafter treated as other unallowable activity costs in
accordance with the procedures of subparagraph B. 3 of Attachment A.

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

(3) Organizations shall maintain adequate records to demonstrate
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
to be created for purposes of complying with this paragraph during any
particular calendar month when: (1) the employee engages in lobbying (as defined
in subparagraphs (a) and (b)) 25 percent or less of the employee i s compensated
hours of employment during that calendar month, and (2) within the preceding
fi ve-year period, the organization has not materially misstated allowable or
unallowable costs of any nature, including legislative lobbying costs. When
conditions (1) and (2) are met, organizations are not required to establish
records to support the allowabliliy of claimed costs in addition to records
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~_(, :.ri2.:' g~G:rjt c..r t:.'J:r!I.:-C1C'~ :c.:: Pl.2'T..('SE:': ':j2: in-r,=~p':E;-:ëi-iorJ GÍ :'L':!: C_l'cul2.1.;
prov~deC, DOW~V~: f ~rJ2I ~i'1i5 sh¿2_l IJot De CGns~rueC ~0 prever!t ~ soritrac~or D!
gran~e~ f~on! c0n:es~iiig ~rje ~awful~es5 of sust a d~~ermin~tio~.

d. L):E:CUt.:. ve lODbying CCJst.s. Cúsi:s incurred in õLtemptirig to
.:mpro:pE:rly influence eitrJer direc-cly or indireci:ly, an employee c.,r of£ic;;r of
Lh;; Execui::.ve Branch of i:he Federal Governrr~nt to give consideration or to act
regarding õ sponsored agreement or Õ regula-:ory matt.er are unallowable. Improper
in::luence means any influerJce Ü,ai: induces or :ends tc, induce a Federõl employeE:
or officer to give considerai:ion or t.o act regarding a federally-sponsored
agreement or regulõtory matter on any basis oLher than the merits of the matter.

26. Losses on other sponsored agreements or contracts. Any excess of costs
over income on any award is unallowable as a cost of any other award. This
includes, but is not limited to, t.he organization 1 s contributed portion by
reason of cost sharing agreements or any under-recoveries through negoi:iation of
lump sums for, or ceilings on, indirect costs.

27. Mëintenance and ~epêir costs. Costs incurred for necessëry maintenance,
repai~, or upkeep of buildings and equipment (including Federël property unless
othe~wise p~ovided for) which nei t.~er add to the pe~manent value of the property
nor appreciably prolong its intended life, but keep it in an efficient ope~ating
condi tion! are allowable. Costs incurred for improvements which add to ~he
permanent value of ~he buildings and equipment or appreciably prolong their
intended life shall be treated as capital expendi tures (see paragraph 15).

28. Materials ánd supplies costs_

a. Cosi:s incurred for materials, supplies, and fabricõLed parts necessary
to cêrry 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 sto~es or
stockrooms should be charged at their actual net cost under any recognized
method of pricing inventory iÜthdrawals, consisttntly applied_ Incoming
transpbrtation charges are a proper part of materials and supplies costs.

c. Only materials and supplies aCLuêillY used for the performance of a
Federël award may be charged as direct costs_

d. Where federally-donated or furnished materials are used in performing
the federël awa~d, such materials will be used without charge.
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-~c. ¡v'!-emb'::-S~';i'!JSf .su::sc:::ip:i::,ns, and ;J:~CJ=~ssiorial ac:t~_vit.y ::::3":3.

;., ~:~)s:.s CJ: :.h:e !)on-p::J=i.~ :ìrganizatiGn's rnembershi? in ju.sir!~.331
-~~hr:j ~ai, and professional ~~ganizations are allowable.

tJ. Costs (Jf ~~~e rion-p~ufit G~ga~i:a~ion' s subsc~iptioris to bus~.rJ~ss 1

P~~)~~ss:¡.Qnal., arid teshnical ?eriodicals a=e ~j.iowabie.

_. Costs of membership in any c:.vi:: or communi ty organization iir.e
allowable with prior approval by Federal cognizant agency.

cl. Costs of member-ship in any. country club or social or dining c~ub or
organization are unallowable.

31. Organization costs. Expenditu~es, such as incorporation fees, brokers'
rees, fees to promoters, organizers or management consultants, attorneys,
accountants, or investment counselors, whether or not employees of the
organization, in connection with establishment or reorganization of an
or-ganization, are unallowable except with prior approval of the awarding dgency.

32. Page charges in professional journals. Page charges for professional
journal publications are allowable as a necessary part of research cos~s, whe~e:

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

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

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

34. Patent costs.

a. The following costs relating to patent and copyright matters are
allowable: (i) cost of preparing disclosures i reports, and other documents
required by the Federal award and of searching the art to the extent necessary
to make such disclosures; (ii) cost of preparing documents and any other patent
costs in connection with the filing and prosecution of a United States patent
application where title or royalty-free license is required by the Federal
Government to be conveyed to the Federal Government; and (iii) general
counseling services relating to patent and copyright matters, such as advice OD
patent and copyright lavJs, regulations, clauses, and employee agreements (but
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(2) Casts in conDec~ior! wi~t: !~~~Dg arid prc)s~cutir)g ariy fG=eigrJ
p2~en~ ap~lica~ioni or any ULi~ed S~a~es p~~en~ ap~liç2:ionl wh~r'e :hE F8dEr~1
aw~rd do~s not r8quire sonveying ti~l~ or a royalty-f=~~ licer:sE tG th~ Fed~r~l
Gcive::nmenL (but see paragraph 45., ROY2l Lies and oc-her ê:osts for use of patents
and ::opyr ~ghLS) .

3:'. ?2.ant and hOTI'2larid sEecuri::y ços;:s. NE:cessary and :-E:2sonable expenses
incurred for routinE and homelanò security t.o protect facilities, personnEl, eind
wort products are allowable. Such cos;:s include, but are not. limited to, wages
and uniforms of personnel engaged in security activities; equipment; barriers;
cont::actual security services; consultants; etc. Capi t2l expenditures for
homeland and plant security purposes are subject to paragraph IS., Equipment and
ai-her capital expenditures! of this Circular.

36. Pre-agreement costs. Pre-award costs are those incurred prior to the
effective date of the award directly pursuant to the negotiat.ion and in
anticipation of the award where such costs are necessary to comply with the
proposed delivery schedule or period of performance. Such costs are allowable
only to the extent that they would have been allowable if incurred after the
daLe of the av7eird and only with the .written approval of the awarding agency.

37. Professional services costs.

a. Cost.s of professional and consultant services rendered by persons who
eire members of a particular profession or possess a speci2.1 5kill, 2.nd .,ho 2.re
not. officers or employees of the non-profit organization, are allowable, subjecL:
tb subparagraphs band c when reasonable in relation to the services rendered
anå when not. contingent upon recovery of the costs from the Feàeral Goverrunent.

In adàition, legal and relãted services are liIT~ted under Attachment B,
paragraph 10.

b. In determining the allowability of costs in a particulãr case! no
single factor or any speciãl combinãtion of factors is necessarily
determinative. However, the following factors are relevant:

(1) The nature and scope of the service renåered in relation to the
service required.

(2) The necessity of contracting for the service, considering the
non-profi t org2.nization' S capability in the particular area.

(3) The p2st pattern of such costs, pórticularly in the years prior
to feòer2.l awards.
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servj,ce arid ttie cus~oma~y fees ~harged, especially ~n non-Federal awa~js.
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te~mj nation provisions) .
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c. In addition to ~he factors in subparagraph bi retainer fees to D~
allowable must be supported by evidence of bona fide services available or
rendered

38. publication and printing costs.

a. publication costs include the costs of printing (including the
processes of compositioni plate-makingi press work, binding, and the end
products produced by such processes) i distribution, promotioni mailing, and
general handling. publication costs also include page charges in professional
publica t ions.

b. If these costs are not identifiable with a particular cost objective,
they should be allocated as indirect costs to all benefiting activities of the
non-prof i t organization.

c. Page charges for professional journal publications are allowable as a
necessary part of research costs ~heie:

(1 i The research papers report work supported by the federal
Gave rnme n t: and

(2) The charges are levied impartially on all research papers
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.

4 O. Reconversion costs. Cos~s incurred in the restoration or rehabilitation ~f
the non-profit organization i s facilities to approximately the same condition
existing immediately prior to commencement of Federal awards i less costs related
to normal wear and tear i are allowable.

44 ATTACHMENT ...~........

PAGE ___.y_~.. OF .5........ PAGES



'= ~ _ F.sc2:ü,: :'_Iiç: ~CiS-_.s.

c. SULJSC~ ~c SUD~2~6g=~pr:5 Lf r-- , Ô.rio ~ 1 anc p:0via~c ~jJb: ~ri~ ~~ ~~ 0~
~lJi= :.:'2Íf !i:cru~"CE:C aIlê rrië.:rJ:.ë.:.nsc 2-5: .:rJ 1-:~~T.;~rig v.i_~~~L vJG::LlúC1c =-8qi._=-E:nl=T~"'_~'l

:=05L.S ú: IlfJE=lý i.:2TJI.eCIl dOVE::-'-~::.iTJgi Opl:':e:t~liç l:c;st..: GÍ C.r~ i:rrlJ-;l0)lHI~rit ':.rf-:s~
Tj=:-~cSS2-rY :.c. SE;C'L2l-r: c:rJ:: nLe._rl~..e:~r_ aTi dOE:qUêi'C," 5-:2.:' I f ':'úS:=5 (..: 0PE:.:-ë:-:.:ri9 c.L

ãp:"~ ::UO~ CiIJC 8Qü-:ci:'~Jrie-J. :'E:S-:~liÇ; p!"CJg2.arr'f -=.:c:VS-~ C8':-:.=. c.i E:rrn::lCivi=~.s vJL~.l~
eDg~g~d i~ r~c~Ui~iIJg p~rS0Ii~~l, ti~V~) cüs~5 of ap~licaD~s fGI iD~~rv~ew5 fo=
prospecti ve emplOj'lLerit. 1 and rE:lûcation custs incurred in.::ideTii: to rr=-:r-ii L.Ill~nt úf
Dew ~rr~loye~~1 2r~ ~llowabl'e ~0 ~tlE sxten~ ~ha~ such SOSLS 2r~ iflcur~ed pursuaDI
1:0 a wE:ll-mãIJagE:d recrui ë.ment program. v~hE:rE: -criE: organiza-i:!on uses employmeni::
agencies i costs T.riat 2..!E: riat iTi EY.CE:SS oÍ staridcrd cOITerciëil ra'"es for such
services are allowaüle.

b. In publications, COS1:S of help wanted advertising that includes color,
includes advertising mótE:rie.l for other 1:han recrui L:ment purposes, or is
excessi ve in size (taking into considerãtion recruitment purposes for which
intended and normal organizational practices in this respect), are unallowablE:.

c _ Costs of help wanted advertising, speciãl emoluments, fringe bene::i ts,
and salary allowances incurred to attract professional personnel from other
organizations that do not meet -ihe test of reasonableness or do not conform wi th
the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of a new
employee have been allowed either as an allocable direct or indirect cost, and
the newly hired employee resigns for reasons within his control within twelve
months after being hired, the organization will be required to refund or cred: t
such relocaLion costs to the Federal Government.

42. Relocation costs.

a. Relocation costs are costs incident to the permanent ch~nge of du~y
assignment (for an indefinite period or for 2 stated period of not less than ~2
months) of an E:xisting employee or upon recn.: tment of a De,.! eID..loyee.
Relocation costs are ãllowable, subj ect to the lirn tation described in
subparagraphs b, c, and d, provided that:

(l) The move is for the benefit of the employer.

(2) Reimbursement to the employee is iD accordance with an
established written policy consistently followed by the employer.

(3) The reimbursement does not eXCE:eò the employee's actual (or
reasonably estimated) expenses.

b. 7Ülowable relocation costs for current employees 2.re limited to the
following:

(1) The costs of transport2T.ion of the employee, membE:IS of his
imriediate faTrily and his household, and personal effects to the new location.
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th,,~ cL:s;:c;c. c. ,-.'on c,: ,-he emp:"oyee' s fc,rme: home. These cos"'s, :'9:1'=':;-'':

'4: Ttie c~~tinuing =os~s of owne=st:ip Gf the vacant fo~mer tiame

a:~:.-2r ".:he ::;ettlement 0r lease da~e of t~'= employee's ne\¡1 permanent homei SU::fl a~;
rni'j.n"'eTiance of buildiTigs and grounds iexclusi'Je of L.i:ing up exp"'n~;9s),
i.ìj-"~.2itie31 ~Clxesi and property insu:-ance.

, 51 Jther necessary and reasonable expenses normally incident to
relo~ation, such as ~he costs of canceling an unexpi:ed lease; disconnecting and
rein~talling household appliances, and purchasLng insurance against loss of or
damages to personal p:operty. The cost of canceling an unexpired lease is
limi ted to three times the monthly rental.

c. Alloyiable relocation costs for new employees are limited to those
described in (1) and (2) of subparagraph b. When relocation costs incurred
incident to the reciui tment of new employees have been allowed ei th~r as a
direct or indirect cost and the employee resigns for reasons within his control
within 12 months after hire, the organization shall refund or credit the Federal
Government for its share of the cost. However, the costs of travel to an
overseas location shall be considered travel costs in accordance with paragraph
50 and not relocation costs for the purpose of this paragraph if dependents are
not permi t"'ed at the location for any reason and the costs do not include costs
of transporting household goods.

d. ~he following costs related to relocation are unallowable:

( 1 .,~ 1 Fees and other c:osts associated .iith acquiring a new home.

(2) A loss on the sale of a former horne.

(3) Continuing mo~tgage principal and interest payments on a horne
being sold.

(4) Income taxes paid by an employee related to reimbursed
relocation costs.

43. Rental costs of buildings and equipment.

a. Subj~ct to the limitations described in subparagraphs b. through d. of
this paragraph 43, rental costs are allowable to the extent that the rates are
reasonable in light of such factors as: rental costs of comparable property, li
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 p~riodically to determine if circumstances have changed and
other options are available.

b. Rental costs under "sale and lease back" arrangements are allowable
only up to the amount that would be allo..ied had the non-profit organization
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~nroûgr: COmTlOD 0f.:ice~s, di:éCt02:S, or ITtf:rrE:IS; and ~iii) e. rJoü-pr-üÍ.it

ürgëiLization and .s di~ect.o! i t~LlstéE: , officer, or key employee úÍ tr.é riori-p~ofi t
úr:ganizatiorj or his irmnediatE: farriily, ei:.riez: direct.2y or t.h~oügrJ corpúr2t.ioTis,

trus~Sf or s2-rn:"lê.2: arrarig-9rnen:.s ~r.l \.1hicIi -=bE:Y hold e: controllirig ~ntE:rest. For
ei:ample, d noii-profit organizëii:ion may estatlish a separõte cúrpo:cation for tbe
sole purpose of owning property and lea~ing it back to the non-profii:
organizãi:ioI! .

d. Rental costs under leases which are required to be tree ted as capi tal
leases under Gt.F.P are ë1llowableonly up to the amount (as explained iD
subpar a grapi-, b) that would be allowed had the non-profit organization purch2.sed
the property on -che date the lease agreement was executed_ The provisions 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 ei:tent they meet the cri ter ië: in
subparagr-aph 23. Unallowable .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. ROyë:li:ies and other costs for use of pa~ents and copyrights.

a. Royalties on d patent or copyright or amortization of the cost of
acquiring by purchase a copyright, patent i or rights therèto, necessary for the
proper performance of the award are allowable unless:

(1) The Federal Government has a license or the right to free use of
~he pãtent or copyright.

(2) The pë:tent or copyright has been adjudicated to be invalid, or
has been administratively determined to be invalid.

(3) The patent or copyright is considered to be unenforceable.

(4) The patent or copyright is expired.

b. Special car-e should be exercised in determining reasonableness where
the rOyãl ties may have arrived at as a result of less-than-arm' s-length
bargaining ie. g. :

(1) Royalties paid to persons, including corporations, affiliated
with ~he non-profit organization.

(2) Royal-cies paid to unaffiliated parties, including corporations,
under an agreement entered into in contemplation that a Fede::al award would. be
made.
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A: ~e~iing and rr\arke~ing. C()sts of selling arid marke~ing any products ~r
~~rvi=es of the non-pro~it o1~ga~j_2a:iari are una~J_Dwabie (unless alJ.owed Jnder
A~~dshment 8, paragraph 1. as aii~wable pubii~ ;~ela~ions =ost. Howeve~f t~l~S~
C~3tS ar~ allowable as direct costs, w:th prior approv22 by awarding agencies,
v.Jh~~n :.:hey a:-e nel:essary ÍfJr- the ~~rf()=rnanc:= of ?e.de::ai pl.0g~ams.

~ 6. Specialized service ~acilities.

cJ. The costs of se:-vi.c'2s p:-ovided by highly complex or specialized
Ljc:ilities 0perated by ~he non-profit o::ganization, suer: as c:Jmpu'ie::s, wind
tunnels, and reacr.ors are alloviable, p::ovided the c:-iarges f:)r the services IT'2et
the conditions of either 46 b. or c. and, in addition, :ake in:o account any
i terns of income or Federal financing :hat qualify as applicable credits under
At'iachment A, subparag::aph A. 5. of this Circular.

b. The costs of such services, when material, must be charged di::ectly 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-supported activities of the non-profit organization, including
usage by the non-profit organization for internal purposes, and (ii) is designed
to recover only the aggregate costs of the services. The costs of each service
shall consist normally of both its direct costs and its allocable share of all
indirect costs. Rates shall be adjusted at leas'i biennially, and shall take
into consideration over/under applied costs of the previous period (s) .

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

d. Under some extraordinary circumstances, where it is in the best
interest of the Federal Government and the institution to establish al ternati ve
costing arrangements, such ar::angements may be worked out with the cognizant
Federal agency.

47. Ta)~es.

a. In general, taxes which the 
organization is required to pay and which

are paid or accrued in accordance wi th G~AP, and payments made to local
governments in lieu of taxes which are commensurate with the local government
services received are allowable, except for (i) taxes from which exemptions a~e
available to the organization directly or which are available to the
organization based on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary exemption
certificates, (ii) special assessments on land which represent capital
improvements, and (iii) Federal income taxe s.

b. Any refund of taxes, and any payment to the organization of interest
thereon, which we::e allowed as award costs, wi 11 be credited either as a cas t
reduction or cash refund, as appropriate i to U-ie Federal Government.
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C~~C~_2r ~n ~~rmi~a~ior; s~~uat~or~s.

2. TiJ~ cos~ of i~8nL5 r~~soDaL1y u~ab~e OIJ rh~ n8D-prGf~~ G~gaLi=¿~ior; i S
0~h~r wo~t shell no~ b~ õllowable unless ~h~ Don-p~ofit o~ganiza~ion submi~s
evid.eri::e :.riat it would not r e"tãir~ such i t.erns a:. cbst v.1i ;:hout sustõining Ci lGs5.
IT! dEc:cd:crig wbE:tI-er suc.h items erE: reasonaLly u,sable on u:.I-ier worl: of the non-
profit orgenization, the awarding agency should consider ~he non-profit
organiza1::con's plans and orders for currEn"( and scheduled activiry.

Cont.Emporaneous purchases (jf conrrnon i t.ems by the non-profit úrgariization shall
be rEgarded as evidence that such irems ere reasonably usable on the non-profit
organization's other wort. Any acceptance of common items as allocable to the
tErminated portion of the FedEral award shall be limited to the extent that the
quanti ties of such items on hand, in transit, and on order are in excess of "(he
reesonable quanti tati VE requirEments of other wort.

b. If in a particular case, dEspite all reasonable efforts by the non-
profit organization, certain costs cannot be discontinued immediately aftEr the
e:fective date of termination, such costs are generally allowable within the
limi tations set forth in this Circular, except that any such costs continuing
after ter~ination dUE to thE negligent or willful failure of the non-profit
organization to discontinue such costs shall be unallowable_

c. Loss of us~=ul value of special tooling, machinery, and is generally
allowablE if:

(1) Such special tooling, special machinery, or equipment is not
r:easonably capable of use in thE otbEr work of the noii-profit organi:.atiof!,

(2) Th~ interest of thE Federal Government is protected by transfer
vf 1:i tie or: by o~her means deemed appropriatE by the awarding agency i and

(3) The loss of useful value for anyone terminated Federal award is
limi ted to that portion of the acquisition cost which bears the same ratio to
the total acquisition cost as the terminated portion of the Federal award bears
to thE entire terminated Federal award and other Federal awards for which the
special tooling, special 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 claimed does not exceed the reasonable
use value of the property leased for the pEriod of the Federal award and such
further period as may be reasonable, and

(2) the non-profi"( organization makes all reasonable efforts to
termii¡ate, assign, settle, or othErVl'ise r:educe thE cost of sucb lease. Tbere
also Thay be included ~hE cost of al ~erations of sucb leased property, provided
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(oj The cermination and settlemenc of subawaràs.

i.2ì Reasonable costs fo.: the storage, transportation, protection,

and dispositiori of property provided by the Federal Government or acquired or
produced f or the Federal award, except when grantees or contractors are
reimbursed for disposals at a predetermined amount in accordance wi th Subparts

.32 through .37 of Circular A-lID.

(3) Indirect costs related to salaries and wages incurred as
set::lemerit expenses in subparagraphs (1) and (2). Normally, such indirect costs
sha"-J. be limited to fringe benefits, occupancy cost, and imiediate supervision.

f. Claims under sub awards, including the allocable portion of claims
which are common to the Federal award, and to other work of the non-prorit
organization are generally allowable.

An appropriate share of the non-profi t organization i s indirect expense may be
allocated to the amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent wi Lh the basic
guidelines contained in Attachment A. The indirect expense so allocated shall
exclude the same and similar costs claimed directly or indirectly as settlement
expenses.

49. Training costs.

a. Costs of preparation and maintenance of a program of instruction
including but not limited to on-the-job, classroom, and apprenticeship training,
designed to increase the vocational effectiveness of employees, including
training materials, textbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and 

( i) salaries of the director of
training and staff when the training program is conducted by the organization;
or (ii) tuition and fees when the training is in an institution not operated by
the organization, are allowable.

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

(J.) Training materials.

(2) Textboo ks .
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'61 So:rcighL-Lim~ comp~nsáLioL úf ~ach emplúy~e for Lim~ spent
át-:enèing classes during WOrl:irig hours riot in excess of 1':6 hours per ye2r and
only to the extent that circumstances do noc: permit Lhe operõtion of clcsses or
eiLtE:ndeinCe at classes after regular \¡Jori:irig hours; o-cherViise, sucb compensation
is urJdllo'vJable.

c_ Costs of tuition, fees, Lraining rr~-rerials, and texLbooks (but not
subsistence, salary, or any oLher emCJlwTienLs) iTi connection witt, full-time
education, including that provided at the organization's o,m facilities, at a
post-graduate (but not undergraduate) college level, are allowable only when the
course or degree pursued is related to tbe field in whicb Lhe employee is now
worting 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 oiie 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
specialized programs specificállY designed to enhance the efÍecti veness of
executives or managers or to prepare employees for such positions are allowable.
Such costs include enrollment fees, training materials, textbooks and related
charges, employees i salaries, subsistence, and travel. Costs allowable under
this paragraph do not include those for courses that cre part of a degree-
oriented curriculum, which are cllowable only to the extent set forth in
subparagraphs band c.

e. Maintenance expense, and normal depreciation or fair rental, on
iacili ties owned or leased by the organization for training purposes are
allowable to the extent set forth in paragraphs 11, 27, and 50.

f. Contributions or donations La educational or training institutions,
including tbe donation of facilities or other properties, and scholarships or
fellowships, are unallowable.

g. Training and education costs in excess of Lhose otherwise allowable
under subparagraphs band c ITay be allowed wiÜi prior approval of the awarding
agency. To be considered for approval, the organization must demonstrate that
such costs are consistently incurred pursuant ~o an establ~shed tráining and
education program, and that the course or degree pursued is relative to the
field in "hich the employee is no"" worting or may reasonably be expected to
work.

SO. Tr ansportation costs. Transportat~on costs include freight, express,
cartage, and postage charges reláting either to goods purchased, in process, or
delivered. These costs are allowable. When such costs can readily be identified
with the items in~olved, they may be directly chcrged as transportction costs Dr

51
1_-,,11 ACHMENT ...~m._..__..-. ct-



_! I" Jrj¿I"J

'-.r!t:. rna' l=~:.; 2 :.:,; :'':~'':~~~. .-!.~~:: ,:::annC)- :~::;J-:Ji~" ;-!':: maO:J::.:, ::~arjS?:)T-=¿':'::':' =~.::¡:.S ;1',;.~':: :~i~..
.. r ¡ ~~. :, -: -:~nis :.: ~ ';:' ~~) r, ~: d C; :- d lj ~. .' ~:;, v,J ~! i:~ ~. ::

-'!",¿~~-:!.:~rJ ~~) ::hs 3.;¡~:;::'Q:=!:-~.a":e i.rJd.:::e,::: :::JS~. ac:::-=.itJr::'S
... ~)!-! .': .:.:' ~ ien:', ~qu 5. .:, a~) ì -= :or~.lCt2dL re ~_ n ::: j..3 :-es;)e -::. .

-;ne "JTç;ar-._::ç:.i~L f.:;~...C;l¡l::. ç

:: 1 'T:; 2. ..r~.. :.~) 5 ~.S .

-:. G~neral. T::avsl COS:S Ci:-e -¡he -2)~penSes Íor tr-a~spo:-~a~iJn, l:;dq.:nqi

~uh::_:;:'en-::l2, and re::a":ed .:te¡rs ~ricurre:J by employees vJho 2='= in t:-av.1J. s:.a":us :")1',
oifiCj al t)usiriess of ~he non-p:-ofit 8r'ga~ization. ~u~h 203:5 may be charged :)~
aT: ac~_ud.~ ,:ost basis, on a. p0r di~m or ffil'-Clge basi.s in 2.i~U of actue;,J. ::cs"'=.:¡
.lri,:ucced, or on ¿, comb.:nat.ion of ':he :.wo, provi.ded the rreë.húd used ió; apr,L":cJ .,::.
an ~në.ire trip and not to select.ed days of t.he trip, and results in charae3
consisë.ent with those normally alloy-ied in l.:ke circumstances in ':he non-profit
organization's non-federally-sponsored activi:.ies.

b. Lodging and subsistence. Costs incurred by employees and officecs far
tcavel. including costs of lodging. other subsistence. and incidental expenses.
shall be considered reasonable and allowable only to the extent such cos~s do
not exceed charges normally allowed by the non-profit organization in its
regular operations as the result of the non-profit organization' s written travel
policy. In the absence of an acceptable, written non-profit organization policy
regarding travel costs, the rates and amounts established under subchapter I of
Chapter 57, Title 5, United States Code ("Travel and Subsistence Expenses;
Mileage Allowances"), or by the Admnistrator of General Services, or by the
President (or his or her designee) pursuant to any provisions of such subchapter
shall apply to t::avel under Federal ay-iards (48 CFR 31.205-46 ta)) .

c. Commercial air travel.

(1) Airfare costs in excess of the customary standard commercial
airfare (coach or equivalent), Federal Government contract airfare (where
authorized and available), or the lowest commercial discount airfare are
unallowable except when such accommodations would: (a) require circuitous
routing; (b) require travel during unreasonable hours; (c) excessively p::olong
travel; (d) result in additional costs that would offset the transportation
savings i or (e) offer accommodations not reasonably adequate for the traveler' 3
medical needs. The non-p~ofi t organization must justify and document these
condi tions on a case-by-case basis in order for the use of first-class airfare
to be allowable in such cases.

(2) Unless a pattern of avoidance is detected, the Federal
Government will generally not question a non-profi t o::ganization i s
determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the non-profit organization can demonstrate
ei ther of the following: (a) that such airfare was not available in the
specific case; or (b) that it is the non-profit organization's overall practice
to make routine use of such airfare.

d. lÜr travel by otLer than commercial carrier. Costs of travel by non-
profit organization-owned, -leased, or -chartered aircraft include the cost of
lease, charter, operation (including personnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that exceeds the cost. of allowable corrrrnercial air travel, as provided for in
subparagraph) c., is unallowable.
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P.l: :l'Jrl l"t:: 1'1 c:: j. ._J\" ¿:J j. :.Ja :)':1;' a':. ":J -: j, '.h j. ':d go i J_~. i _i. riçJi.::

~i'.::)rnj.= ~~asual:.y (:tJmmis:;ion, v.7c.shingtor:1 D.C.

Ba':":el:e !"i,=;rIG:ial Ir:.sti:.ut~i Heeidqua~:e=e:l in l:cilumb~s, :)hio

Br0akhaven National Labo=a~ory. U?~on. N~w York

Cha: les Stark Draper LaD0ratory, Incorl)oraT.ed, Camb:: j.dge, Massachuset::s

CNA Corporation (CNACI, Alexandria, Virginia

Environmental Ins~i~u~e of Michigan, Ann Arbor, Michigan

Georgia Institute of Technoiogy/Ge~rgia Tech Applied Research ~o::?oiation!
GeQrgia Tesh Resea~ch Instituter A~ianta, Georgia

Hariford Envi~onrnen~ai H~aith F8undation, Richlaridi Wa3hi~gton

lIT R~s!3a:ch :nsti~ute( Chi::agor ~llinGis

Ins':l':ut:'2 of Gas T"!chnoJ.ogy, ::hicago, Illinois

Institute for Defense Arialysisi Alexandriai Vir;i.riia

DMI, McLean, Virginia

Mi tre Corporation, Seaford, Massachusetts

Mitretek Systems, Inc., ?alls Church, Virginia

National Radiological Astronomy Observatory, Green Bank, West Virginia

National Rene~able Energy Laboratory, Golden, Colorado

Oak Ridge Associated Universities, Oak Ridge, Tennessee

Rand Corl)oration, Santa Monica, California

Research Triangle Insti tute, Research Triangle Park, North Carolina

Riverside Research Institute, New York, New York

South Carolina Research Authority (SCP~), Charleston, South Carolina
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Non-prGÍi t inSU2:áIiCé compaEie5, suer) as BluE- Cross and BluE: ShiE:ld Organi zatior:s

O~her naIi-profit organizations as negotia~ed with awarding ~gencies
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~'.~ij:iSE:. rrr~~E l:.~:-cL.~,ê.r is :"ss'0..Eè p,~~E.~ê.L: :.c. :..r.i= ':ir.l9~..~ F..-0.d:.: 1-..::-: ,~=
~S841 ~ 5E-S(¡¿1 and :".r-e: Si.ngle J:_ucit l.c: J...nlE:ncinien:..s G: lSS£1 :P.l:. l(J4-2.S£.
:. t se:=s ÍGrI.!J s:.andë.rds ÍG2: ob:'ë:::r.i.ng c:or.E~sr.er!.cy ë:rid un~£úrrn.': -iy aTTiOrig Fe:.òe::ê.l
ag=ncies :or ~hE: i3UG:': of S:'ÔL.e.S lúcê.l gove:rnrne.n:.s i and rior~-F'::o=it
Ciygar.:i::ër.:.eins e:zperidiDg .Feã.ere.l ô...-.ë.:rds.

~. Au~hoTi~v. Circular
Sc.i::, lll~, 2.T.iC 7.süi ct s=.q.
~rd2~E 2g48 ~nd ilSA1.

l-_-2.::2 is issueê unÖe2. :::n_E: ê:u-:ho=-itv oÍ sec'Cions
of ti~le 31, U~i~ed S~a~es Code. and EXEcuLive

2. Resc~ssion and SUDEYSession. This Circulâr rescinds Ciycu:~y A-~28 i
l!l...udits of SLaL.E: an.â Local Governrrenr:sJ II issued .F..pril J.L1 1985J and supersecies
Lhe prior Circulacp.-l::3, "p"udii:s of Insti::u-:ions of Higher Educai:ion and
Ot.Ìier Non-Pr-oÍit. Ins~itutions,11 issued .?_pril 22, 1996. FaT eÍÍE:cti"ve dat.esi
S2e p~rag~~ph 10.

4" ~olicv. Except 25 provided he~eiLI ~hE s~and2.yds seL forth in ~his
Ci:rcLlar shall bE applied by all Federal agencies. If any sta::ute
speci:Eicc.lly p:cescribE:s policie.s or spe~ific ~e:gi~2:emen'Cs that dif:er f2:orr¡ -=hE:
s~anâ~rds p~oviåed h~~e~nJ ~he p=ov~sions of ~he subsequent sLatute snall
gOVE:::n.

Federal ageDci~s shall apply ~he provisions of the seccions of this
~irsLi~r to non-Feãeral enti ~ies i whe~her they ~~e recipie~ts expending
Fede~ai aw~~ds received directly from Feàe~al awaràing agencies J or a~e
suDrecipien~5 expending Feder~l a~arQS ~eceived Í~orn 2 pass-~h~ougn enL~ ty (¿
recipient or ano~heY sub~ecipient).

This Circular does not app~y LO non-U.S. based enL~Lies e~~ending
FedEral awards rec~i vcd ei ~her dir8~tly as a ~~cipient or indirectly 2S a
sub=reci1=¡ieTl~ .

_. Lefin~~ions. Tn2 QcfiniL~ons of Key ~e~s us~à in' ~LiE =~~c~_~r ~~e
con~~in~d in § . l05 in ~hé Actacnment Lú Lhis Circula~_

6. Eeauir-=d Action The specific i-equi:reTTients
Fed~ral agencies and non-Federal entiLies are seL
this Ci~culãr. Federal agencies
ffak~ng awards to non-Federal entitiesi either óirec~lv or indirectly, shall
adopt the ~angua3e in Lhe Circular in codi=~ed requlations as provided in
SecLion 10 (beiow)~ unless dif~erent provisions a~e required by F~deYal
sta~ut.e or ê.2.E appyo-\ieè b)r ttie C)i:ic:~ of IÝie.riageIT~Dt and BudgeL ~O!v1Ej.

and responsibiliLies of
forth in the Attachment to

~~p!.ein~~~a;-~~~O~~i~~~ ~ ê: ~~~CU1~;~ ::i; i w~~~i;;o~~~:r~;t:;;~~~a~~~~~a~:o;~i ~~i
l-e:gui:-eITie;n:.s ê.Tld 2.SSist.arice ~o eris,..re un:" £ orrri, e::ecti-\7e ë.UÖ effici.ent
imp~emen::ati.on .

8. =nforffa~ion rontact ?ur~nêY inÍcrm2tioD concerniD9 circ~l~y A-~22 m2Y
De Qb~~ined by c~n~ac~~n9 the Fi~anci~l S~aL¿c.2.ãs ând Re?Qr~~D9 B~anchi Off~ce
~I Fede~al F~nancial Management i 0~fic~ of Ma~agemen~ and B~Óge~ i ~asLing~oL J
DC 205031 telephone (202) 395-3993.
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~ ú S£fe~t~v~ 9a~es.
:c :~:s 2~~~ula=, V!~~j.=~
i-J ..._ .i J.936, anà s'ria~:
~ri, ~?r-~Sf =x-:ep~ a.s Jt:-~=:-\'1::3e spe-:.:£i-=d i~ ~

~he 5~a~da~ds 3~: :~~~h in ~__.400 of ~he A~:a~~men:
a?p:y dire:::.ly ~o ?~de=a~ agen::ies. sha~l ~e e==e::.~ve
a??ly ~o audi:.s ~~ f~s::al years ~e3in~~ng a=:.er Ju~e.400 (aì .

~he standards set forth in ~his Cir:ular tha: Federal agencies s~all
a~~iy :0 non-Federal enci~~es shall be adopted by Federal agencies in codified
r~gula:ions not later than 50 days a~ter publication of :.tis f~nal revisio~
in :.he Federal Register. so :.hat :hey vrill apply to audits of fiscal 

years

begÜini.:ig after June 30. 1996. viith ;:he e:z::eption that §_. 305 (b) of the
A;::a::hment applies to audi:.s 0: fiscal years beginning after June 30. 1998.
The requirements of Circular A-128, although the Circular is rescinded. and
the 1990 version of Circular 1\-133 remain in effect for audi.ts eJf fiscal ye3;~s
beginning on or before June 30. 1996.

The revisions pub~ished in ~he Fede:!~ai Register June 27. 2003. el.re
ezfective for fiscal years ending af~er December 31, 2003. and early
implementai:ion is not permit:ed wi:h she except.ion of the definition of
oversight agency for audit which is effective July 28, 2003.

Augustine T. Smy:.he
Acting Di::ector
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S~b?a~~ A- -Gene~al
§ .100 pu::pose.

':.~-:::s ?aJ~~ 3~~3 :::~':h s:.andõ.rd.s :0:: :'!:'~"L~.:-.::19 C::Jr¡s~s:.enc;y and 'Jr.::::J::rr~:./
~mo~s ~~~~~al 3?~::=~~s ::Jl- ~he aud~~ :J: nor- ?ed~ra~ enc~c:es expending ?ede=a~
clv-i~:-:-S .

§ . LO 5 :le::ini t.ions.

Audi~ee me2~S any n~~ - ?ede~al
(nus': ~e audi:~d ~r~d~! ctiis par~.

-=n::i:: :-'
~ .... ~.i
_ ~ I Cl :. -:zp~nds ?ede:-al awards IJJl-:~:;h

Audicor m~ans an auditor, chat is a public; accountant or a Fede::al,
S:ace or local government audi: or3a~ization, which mee:.s the general
standards specified in geneiaiiy accep':ed government auditing standards
(GAG.l\Sì. The ':e,-m audit.or does not incJ.ude inteynal a.udi:ors of non-pro:ic
organi.za.ti.ons.

Audit findinq means defic;iencies which the auditor is required by
§ .510 (al :'0 repo~t in ,.he schedule ::f findings and questioned costs.

CFDJl, nu.mber means the number assigned to a :;'ederal program in t.be
Cataloq of Federal Domestic Assistance (CFDA).

Cl uster of ~roqrams means a grouping of closely related programs that
share common ~ompliance requiremen~s, The types of clusters of programs are
research and development (R&Dl, student financial aid (SFA) 

, and other

clusters. "Other clusters II are as defined by the Office of Management and
Budget (OMBl in ~he compliance supplement or as designated by a State for
Fedeyal awards the Sta:.e Drovides to its subrecipients that meet the
definition of a cluster of programs. v.lhen desigñating an "other cluster, II a
State shall identify the Federal awards included in the cluster and advise :he
subrecipients of compliance requiremen~s applicable to the cluster, consistent
'Ñith §_.400(dl (1) and §_,400(dl (2), respectively. A cluster of programs
shal 1 be considered as one program for àetei~ining major programs, as
described in § .520, and, with :he exceDtion of R&D as described in
§ .200(c), whether a program-specific a;dit may be elected.

Coonizant aqencv for audit means the Federal agency des ignated to carry
out the responsibilities described in §_,400 (al .

compliance sUDPlement refers to the Circular A-133 Compliance
su~~lement, included as Appendix B to Circular A-133, or such documents as
O~B or its designee may issue to replace it. This document is available fr:Jm
the Government Printing Office, Superintendent of Doc:umen':s, Washington, DC
20402-9325.

Corrective action means açtion taken ::y the audit.ee that:

(1) Corrects identified defiçiencies;

(2) Produces recommended improvements; or

(3) Demonstrates that audit f~ndings are ei ther invalid or do not
warrant auditee action.

Federal acencv has the same meaning as the cerm aqe~CY in Section 551(1)
of title 5, United States Code.

Federal award means Federal financial assistance and Federal cost-
reimbursement contracts that non-Federal entities receive directly from
Federal awarding agencies or indirectly from pass-through entities. It does
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Fc:de::-ê;~ :_~J2.L.C~c:~ 2.SS~5::"ê.rlc:i= ni~ã.r:..s c.oS.s,:s:"c:r;.':E: trlê.!': n:n.-F~ds::2:~ ~.,:'~-~':ç=:
:-~CE:': ~.J= or
(:.riCJ. udiTig
s-i-bsidiE:E J

ê; S s i. S L aE:: E: i

ãå.rri.lT.is:.e:2" iri ~nE: fOlTfl c.i s::an:..s i lCJë:ns, lc.ar; glië..:tëintE:E:S J p2:ope::r:y
QOTu3:.tE:d su::plus p::op=:::.y) i C8opE:Yë.ti"\.'E:. õgrt:E:TfE:n~E, 2.nt.E:YE:S7.

~~suTancel fooà c8mmodi~i=EI di::~~L ëpprop~~a~iúnEJ anò O~Der
bU~ does not inc~ude amoun~s YeCê~v=õ as ~cimD~~semen~ iG~

servi ces rendered ~G indiv~dli~ls ~s d~scrib~ö in § .205(h) i:Dd § . :2 05 (i)

?~der2J p~oq~am means:

(J.) 1:_11 F'edeyê:l a'wc.rds t.G e. rior~-PE:der2.=- 2TIr.i,,y ãssigried e single
riumner ~r! -:!-iE CFDA.

I ~,,L j
agency mad.e
program.

When no CFDA numbe:r is assigned, all Federal awards from ~he
for the same purpose should be combined and considered one

s arne

(3 )
clus'Ier oÍ

Nocwithstanding Faragraphs (l) and (2) of chis definicion,
programs. The types of cluscers of programs are:

a

(ij Research and developmenL (R&D);

(Ü) Student financial aid (SFA); and

(iii) "Other clusters," as described in the õ.efiiÜtion of clus-ier
of programs in this section.

GAGAS means generally accepLed governmenc aUd.~c~ng scandards issued by
the Compcroller G~neral of the United StaLes, which are applicable ~o
financial audi ~s .

Generall v a~ceDted account ~nq PTinciDi~S h~s Lhe mçanin9 specir ieõ in
generally acsepted auditing s~andards issued by the Amerisan lnsticu~e of
Cert~fi=d Public ACCOlli~~~ts (~IC?Æ)

Indian tribe means any Indiar, ~Y~be, band, nation, or oLher organized
group or community, including any ~lasY-an Native village or regional or
village corporation (as defined in, Dr established under, Lhe AlasY-ãn Native
Claims Settlement Act) that is recognized by the United Sta~es as eligible for
the special programs and servise:s provided by the United S~ates t.o Indians
beca~se of their status as Indians.

Inte::r.ial ~ont:rcl rneans a prDcess i effected by an entit.y is rria.Lagement õ.D.è
other personnel, designed to provide reasonable assurance regarding the
a.chievement of obj ective:s in the Íollo~'in9 ca-re:gories:

(l,J Effecti-\ieness and efficiency of operations;

(2) Reliability of fiD&.n~:"2.1 report:"Dgi and

¡.:" j Compliõ.iice v7it.h ë.pplicab=.e ~2WS and ::egiilations.

In~e~nai control Dert~inina tc ~he comDl ~ance ~eaLi~ements io~ Feder~l
~YDQ~ams (=nte~n~l ~ontrol over Feâ=~¿l p~osrams) means a p~ocess--cffêctcè by

::
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~~ ~~~_:y' 5 mana?emen: and o:ne: pe:sonnel- - jesigned :0 ?:O~_~~ :~~s~nao:~
2~3~~ance regarding ~he achievemen: o~ :he ~o: :o~ing obj e~:ives ~or ?edera:
:: ~~ -:)(1::- a.ms :

. j :':-ansac:..:Di-S :::_Q p:-::rp-=::~/ ~~~c8::d,=d :3.nd ac:ouri:.ed :Q:: :.0:

\~i Permi: :he pre?aratioD 0: re:iable :inan~ial s:a:emen:s and
~\~de~:-al ~:--3po:::'s;

~,:ìJ.) f\1a:.:-të.i¡-¡ a.::-:oun:.abili:y o""..rer assets; and

(iii) Demonstrate compliance wi~h laws, regLlations, and o~her
=~mD_ian~e requiremen~5;

(2) Transactions are executed in compliance with:

(i I

agr-e~men"Cs that
and

iJa.vls, regula':ions, and the provisions of contracts or grant
could have a direc~ and material effect on a ?ederal program;

(ii) p..ny o~her laws and regulations ~hat are identified in the
~ompliance supplement; and

(3) Funds, property, and other assets are safeguarded against 103s
from unauthorized use or disposition.

00an means a Federal loan or loan guarantee received or administered by
a non- Federal entity.

~ocal oovernment means any unit of local government witnin a S~a~e,
including a county, borough, municipality, city, town, township, parish, l~~al
publ ic authority, special district, school district, intrastate distric:,
council of governments, and any other inst::umentali ty of local government.

~'iaior nroaram means a Federal program determined by the auditor to be a
major program in accordance with § .520 or a program identified as a major
program by a Federal agency or pass-through entity in accordance wi eh§ .215(c).

Manaoement decision means :he evaluation by the Federal awarding agency
or pass-through entity of the audit findings and corrective action plan and
the issuance of a written decision as to what corrective action is necessary.

Non-Federal entity means a State, local government, or non-profit
organization.

Non-profit oraanization means:

(1) any corporation, trust, association, cooperative, or other
organization that:

(i) Is ope:rated primarily for scientific, educational, service,
charitabie, or similar purposes in the public interest;

(ii) Is not organized primarily for profit; and

(iii) Uses its net proceeds to maintain, improve, or expand its
operations; and

(2) The term non-profit oroan; zation includes non-profit institutions
of higher- educa.tion and hospitals.
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Cr\i=:: S ~ c::n ~ SO~!JC~r ~oy auc:.~" rri~aLE ~h~
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l"==o.e::-c.": ~~~~c~n9 ~S~L~Y ~~at

~2:~~~;~~a~~'e ó~~;,~~rr~~~n~u~:'~UIE Vi~~".c~~:~~ =:n~~IJL~~c~ ~~~~~~,~~,: ë:~:~: F:~:~~~,~è
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~e:spo~si~~~~C~EE" T~~ du~~~s ~_ ~0~ ov~~£igh~ &9~DC)' ~~:. ~~C~ t ¿~-~ j~sc~~~~d

1; .40 (i (1:)

E~f:ec:civf: JLlY 2B, 2003, ~nl= fc.'~lo\l.'ing is aòÔed :.c, =h~s ciefii~ir.':on:
A Fed~~al agency wiLt ove=si9h~ ~Gr an auci~e~ ila)' r~~sEi9L OVE~S~9hL ~G
ano:he~ Feo=Yãl agency whicn pyoviães sUDstanLi~l iund~Ð9 aLd agy=es ~o
bE i.rié oVE~ËigI-it ag~ncy for aucit. Wit.hin 30 c.aj!s af::e:r ë:ny
:ceassignment, bor.h the old anè thé: new oversighi agency £o:c audit shal2.
riotiIy the audit.E:cl and, if knovlIi1 t.rlE: audi-=or úf LnE =r.eassignrre:nt.. ii

P~ss-thioua~ ~n~itv nLEa~s a nDD-Fed~ral en~ity ~tat provides ~ Fede~~l
d;"I6.:-è i:c G sub::ecipient !.o Cê.:':-y Ciut 2 Feàe::ë.l prag:ë:..TI.

Proa::arn-snecific audit mE~ns an audit of one Feder21 prGgrarn 25 provid~d
for i.r, § .200 (c) and § .235.

úuestioned cost msans è cost th~ tis questioned by Lh~ audi tor b~cause
of an audit fi.nding:

(1) Which resulted from a violation or possible violation oÍ a
provision of â la;,ii regula"tion, contrâcti g::ö.ntJ cooperative agrE:E:ITieDtl úr
othee.Y õgrE:ernenL or docUIent goveerning the usee of Federãl funds, including
funds used to match Federal funds;

,2.) Where t.hE: costsi 2t the time of the auditi a=-e not suppú.:ted by
adequate documentation; er

(3) Where the costs incurred appear unreasonable and do not ~eflect
the ac~ions a prudent person would t~~e i.n the circumstances.

R~ciDient me2ns a nOD-Feder~l entity that expends Federal awards
i eceived directly from a Feederal aw~rding agency ~o carry our. a Fede:cal
progr arn_

P~=5se-rcI-: and de"\ii=loDrrient (?&D) TItéê.T1S ;;1 ì r~5Ee.':Cfi 2c:t:.vi~iesi bot.h be.~2.l:

and applied~ and 2.11 development activities that are performed by a fJon-
Federal entity. Research is defined as a systematic study directed toward
fuller scientific knowledge or undE:istanding of the subject studied. The term
Iésearch also includes ac~ivities involving the tr2ining of individuals in
research techniques wbere such activities utilize the same facilities ãS other
research and development activities and where such activir.ies are not included
in Lhe instruction function. DPVE:10PUlent is the systematic use of ~no¡.dedge
and understanding gained from reseearch directed toward the production of
eSEful mateTi21s1 devises, systems, or m~thods, inciud~ng design 2nd
development of protor.ypes and proc:e5ses.

Sina2.e audit m~ar:s 2.D audit which .includes both ë.I-e eDti ty' s financiãl
sta~ements and the Feder~l aWãrds &5 described in § .500.

Stõt-e me~fiS ány Stâte of t.he United Stâtesi the Dis~:r:.c:. oÍ C'c'l";.1mbi.ê,
~ne ~ommonwsël~h of Puerto ~ico( ~he Virgin 15l~ndsl G~effi hme~ic¿n Samoa, ~h~
c.OIDiODwE:ê.l-lh G: thE: NGr~herL l'1ê.::ië:Lc. ::51and.s1 c.TiC the 'I::-e;st. Te:::-i"7ory of ~!:E;

7 r-
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.c.. .'. ,,~.", O'..c' ~:; ,,;;..:.::~.i ~,è.S Cl,,'!?::;-I"I-?r,~.Ç,j ::.,n-::~._');:Si 2!,Ç a:-..! :.!lc:ian :::::'~J'è as
:-jl.::'.;.ri~~rJ ~-;. :~r:~.s 3e::..~__~)n.

;.'..! . _,:-:..:! ~;c.s, _ :-:.3"':::',lmer, -:a.i.: - .
-:.:-¡~:: ~; :: r: ",: ;n u _. :". ~ - :',..' F:: -:. ':: ,

::~.?.: :;:",-: i

Z':uo:=nt '.:.r,2n::iaJ. ;Üd '.':??; :.ri::2..Jdes :.oose prog:2IlS 0: ;¡enerC11 s:.ude!1t
a~~_s':anc'è. s~ch as :.~ose au':ho~ized by Ti:.l'è :V 0: ~he Ei;her Educa:.i0n A:::
0f :3.35. CiS ainen(jed. '20 ëJ.S.C:. 2.0:0 e-: seo. ì \.¡fi::h i5 ::drnin:.s':ere:: by :.he
u. JeDartment ~f ~ducation. and simila:: prog~ams provided by other Fede~al
,,7enc; e3. It jo~s no:. include programs whi::h p~ovide :elJ.owships or similar
;:":':e'~oij ai.'drds :.:) së.ciden':s 0,1 a ::::m?s:.i :.i,'s rJÓ;Sl.S, 0r for spe::ified s:'üdi,:s or
~;,~:;e2,:'::h .

3ubrecioient means a non-Federal entity that expends Federal awards
~e~eived from a ?ass-:hrough entity to carry out a Federal program, but does
n0t include an individual that is a beneficiary of such a program, A
suh:ecipient may also be a recipient of other Federal awards directly from a
Federal awarding agency. Guidance on dis:inguishing bet.,een a subrecipient
B.:id a vendor is arovided in §_, 210.

Tvoes of compliance reauirements refers to the types of compliance
requirements listed in the compliance supplement. Examples include:
activities allowed or unallowed; allowable costs/cost principles; cash
ma~agement; eligibility; matching, level of effort. earmarking; and.
re::Jorting.

Vendor means a dealer, distributor, merchant, or other seller providing

goods or services that are required for the conduct of a Federal program.
These goods or services may be for an organization's own use or for the use of
beneficiaries of the Federal program. Additional guidance on distinguishing
bet.Jeen a subrecipient and a vendor is provided in §_, 210.

subpart B--Audi ts
§ __ . 200 Audi t =equi remen ~s .

(a) Audit reauired. Non-Federal entities that expend $300,000
($500,000 for fiscal years ending after December 31,2003) or more in a year
in ?ede~al awards shall have a single or program-specific audit condücted for
that year in accordance with the provisions of this part. Guidance on
dete~mining Fede~al awards expended is provided in §__' 205.

(b) Sinale audit. Non-Federal entities that expend $300.000 (5500,000
for fiscal years ending after December 31, 2003) or more in a year in Federal
awards shaii have a single audit conducted in accordance with § .500 except
¡.hen they elect to have a program-specific a'Jdit conducted in aeerdance with
paragraph (e) of this section.

(c) Proaram-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 expended
we~e received from the same Federal agency, or the same Federal agency and the
same pass-through entity, and that Federal agency, or pass-through entity in
the case of a subrecipient. approves in advance a program-specific audit.

(d) sxemDtioD when Federal awards ex ended dre less Uian "'300 000
(5500, 000 for fiscal veal'S endina after December 31, 2003), Non-Federal

8
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§ . 2 uS B2£~~ for å=~Erre~~~ng Feòe~el awcrds expenò~¿.

;=! DE!Erm~~ino F~der~2 2~arde eZD~Tided. The de~erm~n~tion of wìi~n ¿L
~W~~G i2 Ex~erJa~o sjiould be based on when ~hE ac~ivitY =~l~t~d ~G ~hE aW2=d
OSSJTS. G~ri~~~lly, the ~c~~vity pe~~~iris ~0 events ~tat require ~t~ DOD-
FeoE:rë.l E:r.I.i.ty "'0 cQrný~:~/ y.ri."'I- la.;".'s, .:egulat.ior~5, c.nd thE: pro'visions CIÍ
~on:'2:e.c~5 e,r grë:n-c c:g':'=E:ITE:n-:sl sucrJ ê.S: E:Y.PE:TiCit.ure/ezper:SE t.rans2.c:..:oris
ëssúciêo;:.iC \\'itb gró.n:.s, cús~-reimbU2:SenlE:nt c6ntrãct.sl coope2:ë"tivE: ag!-êE:TIieT.'=-s,

and direc~ appropriations; ~he disbursemen~ of funds passed through to
subrecipients; ~he USE 0f lGan proceeds under loan and IGan. guaraDt~e
programs; ~DE ré~eipL of y~operty; th~ =eceipt of surplus p~operty; the
~ecE:ipt or USE of program incomE; Lhe dist~ibutioD or consump~ion Gi food
l:OIITIiOdities; the di.sbu!"senient Cif amounts ~ntitling the non-Federal entiT.Y tc.i
an interest subsidy; and, the period when insurance is in forcE.

(b) Loan and loan aua~an~ees (loa~s i. Since the Federal GovernTI~n~ ~s
CL risy. for loans unLil Lne debt is repaid, Lhe following guidelines shall be
used to së::culõt.e the v2.1ue of Federal awards eY.p~nded under lO2.Ti programs,
ex~ept as noted ~n paragraphs (c) and (d) of this section;

(1) \lalue oÍ new loans rnaåe or .!ec:eived àur.ing tr.ie fiscal VS:ê.r;
plus

(2) Bëlance of leans from previous ye~rs for which the F=Ge=¿l
~:;ovérrinier.t :.mpGses continuing compliance ::equirenierits; plus

(~) Any iDte~est subsiòy, cast, or ãlluinisL~ct~vE ccst a~~Q~~DS~
! ec:e.: \7ed.

!e) Loan and loan ou~~anTees !~Gans) a~ iLst~tu~~ons of h:ahe~
educat i on. When loans are made to sLudents of an institution of higher
educa~ion but ~h~ institution does not make ehe loans, then only the value Gf
loans made during the year shall be considered federal awards e~pended in that
year. The Lalance of loans for previous yea~s is not included as Federal
awards expended because ehe lender accounts for the prior balances.

(d¡ Prior loan and loaD aUërantees flG~Lsì. Loans, the proceeds of
which were received and expended in prior-years i are not considered Federal
aw~rds expended under this pa~t when the lawsi =egu!ationsi and the provi5ioLs
of SOIit::ê.C-:.s c! grant ag=eeinen~s pert.c.in.ir.ig ~o su.c:r~ lG2.flS impose no continuir~9
l:omp~i2.ri-:e .:eqc.irements o~r.Jer t.haTJ :'0 :repê.y t.he l(".Jar4s.

(e) E.nòoVlment
er.idOVi1nienT. :unds 'v.ihicn

~n s2ch ~'ear in which

funds. The cumu2.ati ve b22.ë.nCe of Feòerê.l ê,'vJa:.ds for
are ~ederaiiy ~estricted a~~ conside~ed awards expend~c
~Äe funds are still restricted.

(f F::2e rent.
r~de=~l ~~e.rd Exp~nded

Free reni:
t.h.:s

~=ce~ved by itseli is Dot
p~~~. Eoweve~, fr~E ~en~

.. .
CCJn5': C1Ë 2: t:C ë:

under :-e:.::ei "ved c.S pE.r:.
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:~:,)j '~"'àm?31 food -::"ìmmCis::-r:esl dOTiê:.ed

s~a~l ~)e -¡al~ed at ~2i= ma~ket va:ue a~
~~l,ue ~~ovi1ed by ~:ie ?~je~2~ agerJcy"

non-casn 2Ssis~an~el

P~S?s::y i 0: j~na~ed
:.he ::me c: reç~~p~

s'~ic:h d. S

S 1J :r? _ 1J S

:. h;::
~:. :~- :j;:i -:~ ~- ~: '," ,

~d~._~.;C. ::i:;'" ::"":.,,.:::,:,::. ..:' !~r":i.:s,-,:-'è ;;.".iG.:.ble :nc!::Tijuctls il::~ ;iot ço:-;.s:j,,;..~:J
~'-:..~j/2~2.J. d.\ilct:-d.s ':::':;~l"~)dej und~:- ::r~2..3 ~jG~~:"

~/i~d~ :;2.re, Medj.:2:e ~aym~~~s ~o a non-Federal ~n~ity fa~ ?~(~~j.d~,ng

,j,; ~~edicaid. Medicaid pay;nen:.s to a sub:eçip~ent f'j: ?:::)-vijJ.rJ~
~a~ient ca~e services to Medicaid eligible individuals are not considered
Fede~al awards expended under ~his part .unless a State requires the funds to
~)e tr.~;ated as Federal a.ia:-ds expended because :-eirnursement is on a cost-
reimbursement basis.

(:1) ':ertainloans Drovided bv the National Credit Union
Administration. For purposes of this part, loans made from the National
Credit Union Share Insurance Fund and the Central Liquidity Facility ~hat are
funded by contributions from insured institutions are not considered 2ederal
B'iiards expended.

§_.210 Sub~ecipient and vendor determinations.

ta) General. 1m auditee may be a recipienti a subrecipienti and a
""lndor. Federal awards expended as a recipient or a subrecipient would be
subj ect to audi t under this part. The payments received for goods or services
p::ovided as a vendor would not be considered Federal awa:-ds. The guidance in
paragraphs (b) and (e) of this section should be conside:-ed in -:ete::mirii:-g
whether payments constitute a Federal award or a payment for goods and
s~rvice.s ,

(b) Federal aviard. Cha::ac':eristics indicative of a r.ederal aviard
received by a subrecipient are when the organization:

(i) Jete::mines who is eligible to receive what Federal financial
ass i s t arLee;

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

(3) Has responsibility for programmatic decision making;

(4) Has responsibility for adherence to applicable Federal
program compliance requirements; and ..

(5) Uses the Federal funds to carry out a program of the
or;anization as compared to providing goods or services for a program of the
pass-through entity.

(c) ?avrnent for aoods and services.
payment for goods and services received by a

Characteristics indicative of a
vendor are when the organization:

(1) Provides the goods and services within normal business
opera.tions;
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ie i 05~ 'Gi ~uaarr¡En~ ~.I. m~~inc de:.erm~rib:.iQn. Ti'l-=2:E: rn.ë:j; bE: UT.L:5Lc2
c~r=UffS~c~SS~ G~ exsept~ons ~G ~~E l~st~d cj)¿=cc~~~~s~i~s. In ITiaking th~
det~rm~D2~ion of wh~~h~r 5 subrec~pien: or vends~ !Ë12~i0nsLip exists, ~he
SULS:'c.nSE: c..f :.h~ ~E:~ë:_tiOLS:r~iJ: i=:. ITLO!'E impürtê:L'i ~h2.n the fc:cn¡ e,Í -:IiE:

ag~eem~n~. I~ is Dot ex~~c~~c ~hat c.il of ~li~ char~cteris~ics -will 0e pr~s~n~
~nd judgTh~Lt s~oLld DE used ~n d~tErm~~~ng w~~~h~r an enti~v ~~ a sub!'~cip~en~
r.-r \l~I!d02:_

(e) foy-profit sub~eciGiEnt, Sin2e this p~rt daes not app~y ~o f02:-
pr0£~t subrecipients, the p2ss-~hrough entity is respoLs~bl~ for es~ablishiDg
!:"egui:-ernent.si ê.S Tiscessaryi to eL.sul-E: compliê..I1ce by fú.r-p2.-cfit. sub:recipient.s.

The contract ~ith the fGr-prGfi~ subrecipient should describe applicable
corripliancE .:egui::.ernent.s arid the Íor-prGfit subrecipient i s compliance
respcn.sibility_ i~etbods to ensure compliâT1CE: for Fed::ral ë:v;ards mëide -co for-
profit subre~ipients may include pre-award audi~s, monitoring during the
C9D~2:dCt, ~nd post-award auàits.

'f) C:omi:,liê.ncé r::sDon.sibilitv fr)!: vendors. In most cas",s, the
aud.:tee's compliance responsibilic:y for venàors is only to ensure that the
prOCUrelItent, receipt:, ¿nd payment for goods and services comply ,,'ith laws,
regulõtions, and the provisions of contracts or grëint ë:greements. Program
compi~anse ~ËquiremeD~s LGrm21ly do not p~ss through to venders. H~wEver, tns
auèi ~ee iE responsible Íor eesuriDg compliance Íor venòor t~ ansactions which
are structured such that the vendor is responsible for program compliance or
the vendoi' s records must be reviewed to determine program compliance. 1'_150,
wh,:Ii th::se vendor c:ransactions relate to a lIõjúr pr0gra:m, the scop", of -che
audit sLã~l include à=t~rThining whether these transãctioDS are in compliaDce
wi~t lawsi iegul~tiGn5, arid ~he provisions of contracts or grant agr~erneDts.

§ 2:"5 Re~2t~on to Dthe~ audi t ~e~Q~=emeDts.

(ë.l Auò.-i t under tri is Dô2.t in 1 ieu úf at-her aud':. ts. p..n audit niade in
ascGrGanc€ with this pêrt sh~ll be ~n lieu of any Íiii~nci21 audit reguireå
under individual Federal aWârds. To the extent this audit meets a Federal
â.gericy's IJeE:QS, i'L sh21l rely upon and use sucb audits. The provisions of
tf~is part rJE:ither :iruit ~he âuttiority GÍ Fede!:cl 2gE:Ticiesl including ::rieir
Inspect.o:s GefJerêl, cir GAG to conduct or år2:aI1g~ for aàditioDcl ãudits (E.g.,
financial audits, pe~fG=m~nse audits, eVc.luatiüDS i inspections, or reviews)
nGr a~thGrizE êny 6udi tee to sonst~ain Fedér2l açencies from carrying out
adè.itio!1c1 ëiudits. t:.r,y ëidditioEal auè.its shë.ll be planned aIld perfcrméd in
sucb a wcy as to build UPOE work performed by other auditors.

'b; FedEr~l aG~ncv to D2V for addi.tioTIal 6udi ts. A Fede':ël agency
t.rJ.a:. '20nciUC~5 OI cont::eiC~.s =OI addi.t.ional audits srJ.ël':, cor:..siS"CETlC \'it.h other

2Ppl~cabie laws and ~egul2~ions, ¿r~ange for funding the ~ul~ cost of su~h
eddi:~0Lel a~ci~s.
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:-:';-: . 3U~::S 70 ~~ ~w ~~:: ~~a~r,ing, su::h :e~ue5:S s~ou~~ be m2~~ 3:
~e!~ ~::"0: :~ :~e end 0~ :~e ~issai yea:: :~ be audi:e~. ~h~

"vJ: ..~";, 3:':e: ::~r;5ui:s':i(.,r¡ v!::~¡ i':s a:J.di:'J::, snot:i:: ?::irr:;:lj :ss;iç,ri:i :.:: 5..l=~.
:~qu~~: ny ir,f~:ming :~e ?ejs:al "genej whe~he: the ?:0g:am w'Ju~d 0:na:w:sé ~~
aid. ~~~ a~ a ß~J0: p:ag:am us:ng :he :isk-based audit approach desc:i~ed :n
§ . :'20 ôTid, i:: ;'0'~, the e3t~ma~.ed i:-ic:emen~.a.i CDst. Trie !'e::eral ags:i::y

.';r,;, .:.,ie:. :J:~jJnY:.::/ ::'¡;,fè.::ir' to '.:h", sud.' :~-: ./he,:c.,e: :.t .iB,,'_': :he ,~~()(:;:'im

8:V1. .....~rJ Co.', a ma;c'r p:::;:-:-ëi:n. j f '~jje p::..:)g:-alT is :'.. ;:,'2 iJud~ :.'::0 ;,:;. a ;;w~:,,~:-
p:-og:-am bas9d upon tnis Fed~ral ~gency :equ'2st, arid :he ~~de=al ~gen~j ~g:~es
to pd j :he full incremental :asts, then Lhe auditee shall have the program
audi:ed as a major program. A pass-~hrough entity may use the provisjons of
~h:s ~aragraph for a 3ubrecipient.

§_.220 Frequency of audi ~s .

Exsept for the provisions for biennial audits provided in pa.rag:aphs (a)
a~ld (b) of t.his section, audits required by this part shall be pe:fo:n1ed
annually. Any biennial audit shall cover both years within the biennial
period.

(a) A state or local government that is required by constitution or
statute, in effect on January I, 1987, 'eo undergo its audits less frequen'ely
than annually, is permitted to undergo its audits pursuant to this part
8i~n¡-ially. This requirement must still be in effect for t.he biennial period
under aud~.t.

(b) p.ny non-profit organization that had biennial audi~s for aL.l
oiennial periods ending between Jul.y 1, 1992, and January 1, 1995, is
permitted to undergo its audits pursuant to this part biennially.
§_:225 Sanctions.

No audit cos'es may be charged to Federal awards when audits required by
this part have not been made or have been made but not in accordance with this
part. In cases of continued inability or unwillingness to have an audit
conducted in accordance with this part, Federal agencies and pass-through
~~t.i ties shall take appropriate action using sanctions such as:

(al Withholding a percentage of Federal awards until the audit is
completed satisfactorily;

(b) Withholding or disallowing ov~rhead costs;

(c) suspending ~ederal awards until the audit is conducted; or

(d) Terminating the Federal award.

§__.230 Audit costs.

(a) lI.llowable costs. Unless prohibited by la¡,i, the cost of audits
~ade in accordance with the provisions of this part are allowable charges to
Federal awards. The charges may be considered a direct cost or an allocated
indirect cost, as determined in accordance with the provisions of applicable
OM3 cost principles circulars, the Federal Acquisition Regulation (F7\R) (48
eFR parts 30 and 31), or other applicable cost principles or regulations.
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r-J~:.f:mL)l:l _~:~ J ::(;C/~~,' ;:l:2: yi:c.2: ê.TJC _5. :'L=.:~.rJi' -=¡-:=:rri;.:'E:c; '..:-~c.f::: f; _ .200 (d) :::.:.rr

Lc:~.'-_.rJg ë.L ó :.c.~ -: :'0IJdüc-:.E:c û.liÖer ::r..:.s ?ë.2:':' _ l-'::.v.if:V~: i -:ri':.: -:ic,r=,S no'L p::0hi..t¡~ ~ ó

r..e.s.:-~r.:r0';jg:L sr~:~ty frQIf cfJ2.rg.:rJg f¿:a=:-ë.~ ~;";ë.:ci.s ÍeT :"rj~ CG.::t 0: l~Ift~:'E:d SSÚpE:
eiLiC.~ -:5 l.G mGr~.: t.Oi its subl-E:cipi::n,:s i.L ã::CC1:-G.cfjCc v.'i :.jj § . 4ÚC~ (d) (3),

p~c!vidsd ~~e sut:ecipient does riot t~v~ ~ sirig~~ audi~. Fû! purposes üi ~ f' ~ c
t,2rt, l.:mi: E:d ~cüpe cuè~ t.s or!.ly iLc:l:.OE; ê.g: t:=d-Up~L p!"oç~dl.2.es E:TJgógemeDts
cODduc~ed in 2cc0idanct w~~h ~i~h~! LnE ~IC~A' ~ genE~~llY bccepted auditing
st¿!ld2rd~ GY at~e5~a~i0n s~andE~ts, ~~~~ 2:-~ ~2id for and ~r~~nged by 2 ~25S-
:.hr0ugr! 2rl~..i. ty ë.lid address CJr.:ly onE or ni0r~ úf tnl= iúllov:i.rig -:ypes GÍ
l:onlì:i':cr.l~E- i-:q-cirerrient..: ~cLiv':t.iE:.s E:.l":úW80 cr uri2.~lc)-v-JsC:; ë~lov.rable
C05~S¡coSt pr~~CipiéS; eligibiliLY; mëtc~~Dgf lev~l Gf effort, eerThë~~ing;
and, repcirt.ing_

§ 2-:i:. ~~ Program-specific auè.i ts .

(2) F'rooi-am-sDE:cific 2udi. t Guide êVãilabl.e. In ITlany cas-=s 1 2 prograni-
specific ãudit guide will be 2v2i~abié to prüv~àe speciÍic guid~nce to rhe
audi ~or w~ th respect to internal control, compliance reg~irements, suggested
audit procedures, and audit repürting requirerrients. The auditor should
contact tbe ottic:: of Inspector Genere:l cf tbe Federal agency tc determine
wI-etrier sucb 2 g~ide is aV2.2.1atle _ ¡..1EIi a current program-specific audit
guide is aV2.ilabl::. ~he 2.uditor shall follow GAGAS and ~be guide when
performing a progr2.m-specific audit.

(b-) F'racram-sDec:ific audit auiài: not evailable. (1) Wh~D a prograin-
specific audit guide i~ Dot cvailable, the êuditee and auditor shall have
basically tbe same responsibilities for the Federal program as they would have
fGr ân audit oÍ a major prog~am iL d single audit4

(2) The auditee shall pre~a~e ~h~ financial sta~ement (s) for ~he
F8dercl prog::am tr-.lat inc~udE:5, êt ëi m.in.:rriini, a sched-Llle of E:xpenditu:-es of
Fe~E~21 aW2~cs for ~he p~og~am ~Dd notes t~a~ describe ~he 5ig~ific~nt
ë:.::c:::u:-i:..:rig policies eSE:d ::n p::eparing "tbE sc:hE:dule, a SUTiië.::Y scheòule oÍ
t,:-icir audit :ind:.flSs consis:'eni. y,i.:-:h the regu~=-einents cf §_.3l5 (b), a.r.ll: 2
C:ú=-~E:ctivE: action plõ.n consistent with the :-eguireinents of §__ 315 (c)

(3 i The a udi tor shëll:

fed~rc.l prog=arr in
(i) Perf orlT ê.Ii
acccrdë.nce .v,ii-rf.

audit of
r:;AGl'.S;

the financial statem~nt (5) for the

(ii) Obt2ir~ 2.fj uriàerste.nding oÍ in":ernê:l c:ontrol õnd
per:Grn¡ t~sts 0f inteilië.l control over ~hE FedEral program consistent witb tte
reqiiireITents of § .500 (c) for a rr,cJúr proçröiII;

(~ii) Perform p~oc'edu~es to determine whe~her ~he e.uci~ee
hë.s comp:::"E:Ö ",~iL:n lê.'vLs, regulê-:.:OLS1 ând L.fie pro-,7iEions of CODt.rãcts or grê.I:t
2s~eem~n~s ~Ða~ ~oLld h~ve ~ direct and ff~ter~~l effect on ~hE Fede~al p~üG=am
sons~stent with ~he requi~eTh~n~5 of § _500 (d) foy 2 IDcj0r progrërr; and
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~ ':.'~ ~C)\I,I ;,~;p' -:j';', ::;:'' -, :'¡:- ,,- . - .
:- :: :' ~ -' ~~.: ~,-2 '::: ?:::- J !" 3."J ("1..: : :- ~; -: ~ :-; :: .:

:~ .: ~ ; 0,,,, L g:s i ;)~:::., ; :: Tri ~~:'. " ::~'; ':"' :' ;~ :-:

~ ..; ~; l: ::::. :;: e .:=3 .:j':)7',c:--~.-:~:'~'2.s:-. ::r ~;Ji:: ?'-jmrn¿,r~'
;::",.,,,::'~,3 ';1 tbe a.,)'i:.':,,:', a;1(; ::-:::')::"-, ".5 ¿; ,. .:::' 

"-,;,t /':2.r a"Jdit find:.;!?"lf!';;: :"::'2

'jU:: '..0:- ~;onclude;; :~..cH. ':.:..:~ :;UmTië::y ::::;-:e:lu:"ó' ci: ;;::..0:: ii"0:::.: ::.;idi.r:gs ma:.,::::è.:.:'y
~:3'~;:::esents the status 0f any ?::ici:: audit f:.~~ing i~ a~=0::dan~e wit~ :~"
::"::,;: :eni"nt:: Cl" §_. 500 (e) ,

4 i The audita::' s rep0rt Is L ma y ~e in the form or either

C"cJmh:ned or separate ::e~y)::ts a,id may De:i::ge.riized :iif:erentJ.y from tiie ma;¡,:?::
¡:,e-;eri::?'d. ir: :his sec:t:.0n. The audJ.:.(J::'" ,"'?0:::" s; shc:1J. state ::hat '_ri'? "'Jdit
'.j ¿¡ s ~:onducted in a ~co::dance ;.;:. '.:n ti', is ;~2,rt and iric:C ude Ü:e feiLLovli;ig:

(i) An opinion (:ir disclaimer of opinion) as to whe~he::
:he fL~ancial statement Is) of the Fede::al program is presented fairly in all
ma ~'?rial respects in conformity with the s~ated accounting policies;

(ii) A report on internal control related to the Federal

program, which shall describe the scope of ::esting of internal control and the
resul~s o~ ttie tests;

i iii; A repo::t on compliance which includes an opinion lor
disc~aimer of opinion) as to whether the auditee complied with laws,
regulations, and the p::ovisions of contracts or grant agreements which could
have a di::ect and material effect on the Federal program; and

(iv) A schedule of findings and questioned costs for the

Federal program that includes a summary of the auditor's results relative to
the Federal program in a format consistent with §_,505 (d) (1) and findings
and questioned costs consistent with the requirements of §_,505(d) (3),

(c) ReDort submission for oroaram-sDecific audits,
(1) The audit shall be completed and the reporting required by paragraph
(e) (2) or (e) (3) of this section submi'.ted witlÜn the earlier of 30 days after
~eceipt of the auditor's report (s), or 

nine months after the end of the audit

period, unless a longer period is agreed to in advance by the Federal agency
that provided the funding or a different period is specified in a program-
specific audit guide, (However, for fiscal years beginning on or before June
30, 1998, the audit shall be completed and the required reporting shall be
submitted within the earlier of 30 days after receipt of the auditor's
report (3), or 13 months after the end of the audit period, unless a diffe::ent
period is specified in a program-specific audit guide,) Unless restricted by
law or regulation, the auditee shall make report copies available for public
inspect-ion.

(2) When a program-specific audit guide is available, the
auditee shall submit to the Federal clearinghouse designated by OMB the data
collection form prepared in accordance with §__, 320 (b), as applicable to a
program-specific audit, and the, reporting requi~ed by the program-specific
audi t guide to be retained as an archival copy. Also, the audi tee shall
submit to the Federal a,,¡arding agency or pass-through entity the reporting
required by the program-specific audit guide,

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

14
ATTACHMENT ,......e..__...

PAGI: ._...4.-.. OF ..,3..?_. PAGES



s :: ¿ c. (:S) i ==5: c:;:;- ~ :. :: e::' _ -= "' :. :: ;: :: c.. :; .: =.n: - s !--:: -: _ :: _:. =-; r. : - ~ .,-. r- :. ~ ~ -= ___ '..~. v

.c~y ::HE :.:; .c-: ::E:-:_¿~Y.lE:,C £:5: i:i. e.::~:L_ ..~ë~ c.::;rJJ'

~'=;:'::'::'_:-i; ~-,c.'-:r:c.çf: S!.ie:~-, .:-: s...:rr.__-=-=.:C -.:. -=r~~ F.;G::~'~c.~ ::~s=:-..r~gLG:".:,= S-:.:.:g:..ë:.=:C
l-" ':,' '...1r!-:i. :'IjE; ~~r~~ClL.~:: c.:

: ':T1C_.I:Ç.:. 2.TiC qu~::~::onE:C :'(,':-=5: -:._.s:._c.5.S~ ë.JC_:' :.:r~::~Lç5. ::.:- :.!.!': s....rnrfi_c-:~\. =.~r~s.j-'_2.i=
c: ~..~:_(.-:: c...C:.:: :_Tid~rjç.s ::-=r"'rJ~-.:=j :'l~~ ':~:"6-':L~ e:: =.r~~,: ë:.C:":' :::":-Jc:.:r.S5, -_rOiE: õuc.':.o:f:f.
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J.JE:LeJ"f G: :.tic- Fi:os2:-.=l Cl'v.:ë:C..:r:g E:g=Tj.::yl O! d.:.:cC::':Y:c. ~_!~;: !)::::~--=n-r(i:.9r" E:r~-::.-:~)'
.:r. ~~.I;(:: ':c.s£: :;Í c Si-::.: i:c.~;:i £:r.!:.. :'LS~_E:dG 0! su:Orr~_-::.:.i:.C :.:!~ -:-=~c.2~~.:ng J:'c::'J:ë:9-= i-s
:.riC f,c~:=-"'r!2'ÚLgI_ ~fJ-=:"_:'YI i¡ni~L ¿ SU'::~~",~'':i:l~:' ~s :j0:' ::£:g:"':2.E:G ~:.c S'JIjII:':: i:
~.-epc.;r~.:rJC; ýc.::j:'cgE: ~G :'11é ~:"i:~.s-::!..:..:.L:gn -:nt..: t~" t.j~i= .suL:-E:r.:iF-'~,E:rJ: sr:ië.li p=-úv~dt:
wii:~e~ ~0t~fic~ti~D tc :h~ p2~~-~L~ougt en~i~YJ sonS~5~ent w~tt "'h~
r2gL:irerri=rJ'"'s cf S_, 320 (E:) (2). 1-. SUDYE:cip':E:T1!. irLCY SUDIft~t e. c.opy 0Í thE:

.:epcy:..irig ~2Ck.ê:gf. to the t.ê.ss-:r¿ro-ugri erjtity t.ú .::omply 'y;:.tr) :.r1.i.s nü'(ificát..ioTJ
reqLirerr,'Õnt. .

(d) O~hsr s~~ti0rJs of ~tis 02Tt Th2V aDCi\;. Prog~aTh-sp~cific aiiti~s
arE: subJE:ct t.o § .100 Üj!üugh §_.215(b), § .220 t.,::ougr, §_.230,
§ .300 Ü"rougb §_.305, §_.3-'5, § .320(f) U!H!\.JgI-j §_.320(j), § .400
i:nrough § .405, §_.510 througb § .515, and other reÍerenced provisioT;s
of this part unless contrary to the p.:ovisiof.s 0"£ t.his sE:ction, a p::úgrarn-
specific audit guide, or program laws and regulations.

Subpart C--Audi tees
§ .300 Audi tee responsibilities.
Th~ audi~ee shëll:

(a) Identify, in i~s account.s, all Federal awards received
e~pended and the Federal programs under which ~hey were received.
p~ograID and awërd identiricatioD shëll include, as applicablE, the
and nu:mer, award number and year i name ci the Federal agency i and
pass-through entity.

and
Feòeral
CFDA ti~le
name of the

(b) Maintain inteniâl control over Federal programs that p::ovlcies
reasonable assurance that the auditee is managing
Federal âwards in compliance with laws, regulations, and the provisions of
contracts or grant agrteIDéDts that sould hève a mate~ial efftc~ on eëch of its
Federal programs.

(c) Comply wi::h la.ws, regi.latìo:r",sJ 2.rid 1:he provisions of con~~act.s c1r
grêD~ èg~eements TE:lôteà to cãct cÍ its Fsderal p~0grams.

(d Prepare appropriate financial statements, including the schedule
of Expenditures of Federal awards in accordance with § .310_

(e) Ensure that the eudi ts regi.i::ed by this part are properly
performed and submitted .when due. WheL E:zter;sions to the report submission
due date reguired by §_. 320 (a) C.re granted by trJe cognizant 0r oversight
agency fGr audit, promptly notify i:he feòeral clearinghouse designated by OlvJE
and each pas~-through entity providing Federal awards of the ex~ension.

( fj Follow up Gnd tcke cGr~ecti ve
of a SUILC:ry sCfiE:di.le of p!:"isr
in accordc.nce with § .315 (b)

action on õüdi t fiDàing s, incl uèing
2uèiL findings and ¿ co=rE:ctive
and §__.315(c) , respectively.

preparation.
âc-:ion plan

§ .305 ~~d~ ~OI s~iection.
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2. AlJdi::)~ ~~acu~~emen~.
_i: ~~::i::."'.:'__;-;:. ~.i-J:;._: ':~:--"_:-:'''~:'( ::,...__~-7~S~'. 5~.;:.-".~

:: '. _. . :)',' :. '., '" ;::-O:;U:: '2me ~J -: 5 -:. 3. nda::o s pre 3 c; r i~)ed ';)'/ :':''2 :;r ~:::.:: "~I; 2. i-, e 9 r~Tl'2n -:. ::,r:UlìCJ"
;J, '- ;n'2~:-2i.nè;::.er referred ;:0 as the ";.-:02 ,::;rrior, ?,L;,-e", publisr-,,:d ~"Í~Jr:;h ~l,
.'3H¡~ bnd amer,ded .'\pr:l 19, 1995 li¡:ser': a;:",::::p::ió."'e C??, c:::.a.:.io;i:, Ci::c:u:;ar
¡,.-:i.O, "'jnif:¡::m !-,dmil1ist.ra:.i'Te p.e.qui::':TIe:-its fc,r COrar,:.s a:-d Ag::eeme"t.3 vii:'.:2
:n~:.itutj ::~s of ~igher Education, Hospi:.als and Other No~-?::o:i:.
();:qani.;;at.ior:s," ,)r the Fi\P- (48 C?R ;Jar': 4¿" as 2.pp::ic:ab::e (:Jt1B Ci::culõ:::s are

available from the ()Ífice of Administration, ?ubl~:;ations Office, room 2200,
New Executive Dffice Building, Washingto~, DC 205031. Whenever possible,
auditees shall make Dositive ef:or~s :0 utilize small businesses, minori:v'
owned firms, and wom~n' s business en':e::prises, in procuring audi: servi~es as
s':ated in :.he A-102 Common Rule, O!"lB Circular P.-:i:.O, or the ??R (4B CPR ?ar!:
42), as applicable. In requesting proposals for audit se::vi::es, the
objectives and scope of the audit should be made clear. Factors to be
considered in evaluating each proposal for audit services include the
responsiveness to the request for proposal, releva.nt experience, availability
of s':aff with professional qualifications and ':echnical abilities. the resultS
of exte~nai quality control reviews, and price.

(0) Rest::iction on auditor oreparina indirect cost proposals, An
audi tor who prepares the indirect cost proposal or cost al locat ion plan may
not a.lso be selected to perform the audit required by this part when the
indirect costs recovered by the auditee during the prior year exceeded $1
million. This restriction applies to the base year used in the preparation of
the indi reet cost proposal or cost allocation plan and any subsequent years in
whi eh t,he resul ~ in9 indirect cost agreement or cost al.locat ion plan is used to
recover costs, To minimize any disruption in existing contracts for audit
senric:es, chis paragraph applies to audits of fiscal years beginning after
Jll-ie 30, 19 9 8 ,

(c ì Use of Federal auditors. Federal auditors may perfo::m all or part
of the wo~k required under this part if they comply fully wi th the
requirements of this part,

!ì ,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 i and, where appropriate, cash flows for the fiscal year
audited, The financial statements shall be for the same organizational unit
and fiscal year that is chosen to meet the requirements of this part.
However, organization-wide financial statements may also include departments,
agencies, and other organizational units that have separate audits in
accordance with § .500 (a) and prepare separate financial statements.

(b) Schedule of exoenditures of Federal awards. The auditee shall
also prepare a schedule of expenditures of Federal awards for the period
covered by the auditee i s financial statements, While not required, the
auditee may choose to provide information requested by Federal awarding
agencies and pass-through entities to make the schedule easier to use, For
example, when a Federal program has multiple award years, the auditee may list
the amount of Federal awards expended for each award year separately, At a
minimum, the schedule shall:

(i) Li s t individual Federal programs by Federal agency. For
Federal programs inel uded in a cluster of programs, 1 ist individual Federal
programs within a cluster of programs, For R&D, tota.l Federal awards expended
shall be sho~m either by individual award or by Federal agency and major
subdivision within the Pederal agency, For example, the National Institutes
of Healsh is a major subdivision in the Department of Health and Human
Services.
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~~o~~..:d.= ':~/:~e.l F=õi:::=.l e:...lê.:2.~ =Z:.e:riQéC :C:~ -=c.CL :.nè.: -,.:.Q..s.:.
F~Ó=::ë::. ;.-:CJg:-á.rr. ariè :'11:: CFD~L" r-~;.lffe:: G2: o::n:::- :"¿i=::~:":'-:~'ir::l-J9 T.:-..rrii..E:~ 'V,lr~e:L -'.."1E: CFIJJ._
~L~Grffa-':OL ~E not av~~~~Lle.

:4 j Inslud~ no~~s :.~a: d~SC~:'D~ ~De ~jg~::~i=a~~ aC~Qun~::n9
ps_:. - ~ ~c L5~O lL p~ep~r~n9 :.iie ssi!~d~~ ~ .

:~j To ~he Ex~en~ pr~c~ical, P¿SS-Chyougb en~it~Es ShOLid
.icie:ni: i"£jr ir; i:he schE:à\.:lE: -:I-e: :'Ci~a.l amount p::ov:.c.=d :.c s"J.b2:i.c.:pien-:s :::.cJfn E:ê.cI-.:
FeQe:rë.l prc.gyarri.

(6) Include, in Ei~her thE SChSQU1~ or a no~e ~c ~he schedul~J
i:rie v2.1üE; of i:bE: Fe:oE:Y¿l a..Jc.rô.s ex:pendeõ in "C.hE: fGYIT of nOE-c:e.s:r~ aSSiSLë.T.:CE1

tiie amount of insurancE: in effecT. du=ririg the year 1 ö.r.d IGãnE or 1 GaYJ
gUö.~ãn~=es outstanding at year end. While not reQuiredl ~t is p~eferaDle tG
presen~ ~his information in ~he schedule.

§ .315 Audi t findings follow-up.

(a) General. The auditee is responsible for ÍOllow-up anò corrective
action on all audit findings. hs part of this responsiDili~y, ~he auditee
shall prepare a summary schedule of prior audit findings. The audi tee shall
also prepare a corrective action plan for current year audit findings. The
summary schedule of prior audit findings anò the corrective ac~ion plan shall
include the reference numbers the auditor assigns to audit findings UTider
!; .510 (c). Since the summary schedule may include audit findings from
multiple years, it shall include the fiscal year in which the finding
initially occurred.

(b) Summary schedule of Drior audit findinqs. The summary schedule of
prior audit findings shall report the status oÍall audit findings included in
the prior audit i s schedule of findings and questioned cos~s relative to
Federal awards. The summary schedule shall also include audit findings
reported in the prior audit i s summary sched~l e of prior audit findings except
audit findings listed as corrected in accordance with paragrapb (D) (1) of this
Section, or no longer valid or not w~rranL~ng further acti8TI in asso~dance
with paragraph (b) (4) of ~his section.

(l) Wh~D a~cit findings w=re fully cor~ecteci the summa~~.
scne~u~e n~eè on~y lisL the audit findings änd sta~e tLa~ cGr~ective ac~ioL
was taken.

(2) When auèi t findings were not corrected or were only
partially corrected, the summary schedule shall describe the planned
c:orrecti ve act.ion as well as any partial corrective action tal:en.

(2) When corrective action taken is significantly different from
co:!yectivE action previously :!eport.éG in a cCT:!ec:.:.ve action plan or i.n the
Fede::al a9:n?y's or.l:ass-through enë.ië.y's TTanô.gement decision, the summary
schedule s~~il p~aV1Qe aL explanation.

!4) When the auditee believes the audit :ind~nJs are no lonoer
"vê.lià or de not \-Jarrant fu!":.her action, the :lE.aSOriS. for thiE position sb..all be
õ~SC~ib~d in the s~mmarj scneóule. A valid ~~ason for considering an auãiL
f:Dè~ng as not w~r~ant~ng further ~cLioL ~s that all of the fCl10wiDg h~ve
occu:::-ed:

(~) Two ye~rs hav~ ~ass=d E~n~E =he ê.uc~t ~epo~t ~ n WL~CL
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-_ ~i~ !7 '? j,~:: 2. ~~ ::.. -= ¿:,~:- :.n-J :iO~ E:,-;:

ill) :";ie ?ede:-al ag~nc:../ or pass-:.h~o-ugh en:.=-::y :.s I'10:'

~u~~~~:) y ~~llo~~ns up w~:h :he aud~:ee on :he audit ~~nding; and

iii; Å management ó~~:s~on was not iS5ued.

;Ci :o!"i-ective a::ï:ion olano P.e- :he completion::~ tne a:.d:.t, :he
audi:ee shall prepare a ::o~rective action plan to address each audit ~inding
~rJcluded in :he current year auditor's repor:s. The corrective action plan
shal_ ~rovide :he name !sl of the canta::: person !sl responsible for correc::ve
acti::m, the correc:ive action planned, and the anticipated comple:.ion date.
I~ the auditee does not agree with the audit findings or believes co~re:::ive
action is not required, then the ::orrective action plan shall include an
e)l:plci-nai:ion and specifil: !"easons.

§ .320 Report submission.

(a) General. The audit shall be completed and the data collection
zorm described in paragraph (b) of this section and reporting package
described in paragraph (c) of this section shall be submitted within the
earlier of 30 days after receipt of the auditor's report (5), or nine months
after the end of the audit period, unless a longer period is. agreed ~o in
advance by the cognizant or oversight agency for audit. (However, for fiscal
years b~ginning on or before June 30, 1998, the audit shall be completed and
~he data collection form and reporting 

package shall be submitted within the

earlier of 30 days after receipt of the auditor's report (3), or 13 months
after the end of the audit period.) Unless restricted by law or regulation,
the audi tee shall make copies available for public inspection.

(b) Data collection. (1) The auditee shall submit a data collection
form which states whether the audit was completed in accordance with this part
and provides information about the auditee, its Federal programs, a-nd the
resul ts of the audit. The form shall be approved by OMB, available ~rom the
Federal clearinghouse designated by Oivæ, and include data elements similar to
those presented in this paragraph. A senior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial officer) shall sign a statement to be included as part of
the form certifying that: the auditee complied with the requirements of this
pa::t, the form was prepared in àccordance with this part (and the .instructions
accompanying the form), and the information included in the form, in its
entirety, are accurate and complete.

(2) The data collection form shall include the following data
ei-emen~s :

(i) The ti~e of report the auditor issued on the financial statements of
the auditee (i.e., unqualified opinion, qualified opinion, adve::se
opinion, or disclaimer of opinion).

where applicable, a statement that reportable conditions in internal
control were disclosed by the audit of the financial statements and
whether any such conditions were material weaknesses,

(iil

( iii) 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 weaknesses.

(v) .The qrpe of report the auditor issued on compliance for major
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o~~n~o~, ~_ C:"5C~~.:m~~ 0: ~~~~~Q~

1-. - _~.; ,

~ l~s: C~ ~~~ ?EÓe~a~ aw¿~C~n9 a9~nc~es wh~ch ~~~~ ~~=~~~!~ 2 ~Op~. ~~
.~2ú(d; ~~J C.: ':;!/iE C_:C"t.'=ë.:-:.riE :-ej:S2.:':'TJS; !=2.Cr:dgE: pi.:-S'''ë.r~: "-r g

h v~~ G~ nc S~2:.~rrienC ~E ~C wn~~n~~ :n~ au¿i:~~ ~~~_: ~~~d ~E a ~~w-
y~s~ ¿~¿: :c= uL¿e~ § . ~30 of ~1~2 C~~c~~~r ~-:~~

TnE: öeil:"c:Y ::r.:2.eshúld us~ci :.c d.i.si..:ng-i::sr: iJe-=v.l~en 'TY;Jf: 1-. ãrJG. 'Y'/pE- E

p:rograms as ôe:fineõ :.rJ § .520 (.b) ú£ O!"1B C~i-cul2.:- 1-. ::~2.

The Cat~loo o~ Feds~~) Dorn~st ic ~s s is~arl~E
Feàeral p::ograrni 2.8 applicanle.

( ri-....i "-. ,_~ LJr_ ) nUffDer ::or E:a.c.r~

The nam~ úf ~Gcb FedEral p~og~am and ~den~i£ iC~LiúD of each maj or
prog2:am, In-è.i.-..riàLiãl programs wichi.n a clust.E:I of p~ogre.TTs should D12
lis~eC in ~he same level of àerëil as ~hey ñ~e l~S~tè in ~he scbedule
of expendit.u:ce:s of Federó.l âWõ.rd.s"

The amount of expenditures in the schedule of expenditures of Feder~l
awards associa~ed with each Federal program.

For each Federal program, a yes or no sLatement as to whether there
are audit findings in each of the following types of complian~e
requirements and the total amount of any questioned costs:

A~tivities allowed or unallowed.
Allowable costs/cost principles.
Cash management.
Davis-Bacon Act.
Eligibility.
Equipment and real property management.
Matching, level of effort, earmarking.
Period of availability of Federal funds.
Procurement and suspension and debarment.
Program income.
Real property acquisition and relocation assistance
Reporting.
SubrecipienL monitoring.
Special tests and provisions.

Auditee Name, Employer Identification Burner (s) Name and Title of
Certifying Official, Telephone l~umber, Signa"Cure, and DatE:.

Audi tor NamE:, Name and Ti tle of Contact Person, Auditor Address,
Auditor Telephone Number, Signature, and Date.

Whether the auditee has either 2 cognizant or oversight agency for
audi t .

The name oÏ the cognizant or oversight agency for audit determined ~n
accordance wir.h § .4DO(a) ar¡ò.§_.4DD(b), respectively.

(~) Using the informat ion included in r.he reporting package
described in paragraph (c) of this section, tbe auditor shall complete the
applicable sections of Lhe form. The auditor shall sign a statement "Co be
~ncluded as p~~t qf the da~a collecLion form thaL indicates i at a minimum, ~he
source of the inforIiation included in the fo~m, the aud~~orl 5 responsibiii~y
for the infoima~ion, that Lne form ~5 not õ SubSLi~ute =o~ ~he ~eporting
p~c~age ôss~r~b=d ~D p~Yagr~ph (c) 0: ~his sectioni ~DC ~~a~ ~he CQntent of

(A)
(E)
(Cl
(D)
IE)
(F)
(Gì
(E)
(I )

(J)
(J:
(L)
(Mì

(N)

- C'J.::
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. '-.r.' ::'-,:--n-i _:: ~,.:.rn:;:ed ~') ":.r:-2 da:.a. -:~em~r;":.z ;:::-:;3=::-,_D~d by .J!"::-..

Re~or: inc 8Hckaae. ~he re?~r~ ~~g package 5ha~1 ~~clude ~he:

~'.,:j7.:-e.':

i'. ~ ?.:nancial sta:.-eDien"'s

awarjs iis=us3eó i~ § .320 (a)
B.nd
and

s::hedule 0: ezp-=nd~ :''J~es :.:

3_.310 (b), ::espe::i: -,rely;

(2 i :;..Jmmai-y scliedul", ::: pric.r audi:. :: indings ::iscu3seò ir,
§ .31.5(0);

(3 ) .!.\.udi :o!" s ::e?ort. 's) di s::ussed in § .505; a,i::l

r 4) CG~~ec~~ve acti~n plan discussed in §
.315 (c)

(d) Submission to clearinqhouse. All auditees shall submit to ':he
~ederal çlearinghouse designated by OMB the data collection Íorm described ~n
paragraph (b) of this sect-ion and one copy of the reporting package described
:.n paragraph (e) of this section for:

(ii The Federal clearinghouse to retain as an ar.::hival copy;
and

(2) Bach Federal awarding agency when the schedule of Í indings
and questioned costs disclosed audit findings relating to Federal awards that
the Federal awarding agency provided directly or the summary schedule of prio~
audit findings reported the status of any audit findings relating to Federal
awards that the Federal awarding agency provided directly.

(e) p.dditional submission bv subrecipients. (1) In addition to Üie
requirements discussed in paragraph (d) of this section, auditees ~hat are
alsQ subrecipi.ents shall submit to each pass-through entity one copy of the
repQrt ing ?acJcage described in paragraph (e) of this section for each pass-
through entity when the schedule of findings and questioned costs disclosed
audi~ ~ind~ngs relating to Federal awards chat the pass-through entity
pJ~ovided or the summary schedule of prior audit findings reported the status
of any audi.t findings relating to Federal awards that the pass-through entity
Drovided.

(2) Instead of submitting the reporting package to a pass-
through anti ty, when a subrecipient is not required to submit a reporting
package to a pass-through entity pursuant to paragraph (e) (1) of this section,
the subrecipient shall provide written notification to the pass- through entity
~hat: an audit oÍ the subrecipient was conducted in accordance with tnis part
(including the period covered by the audit and the name, amount, and CFDA
number of the Federal award(s) provided by the pass-through entity); the
schedule of findings and questioned costs disclosed no audit findings relating
to the Federal award(s) that the pass-through entity provided; and, the
summary schedule oÍ prior audit findings did not report on the status of any
audit findings relating to the Federal award (s) that the pass-through entity
provided. A sub:-ecipient may submit a copy of the reporting package described
in paragrapb (e) oÍ this section to a pass-through entity to comply with this
notif ication requirement.

(f) ReQUests for report copi es . In response :0 requests by a ?ederal
agency or pass-through entity, auditees shall submit the appropriate copies of
the reporting package described in paragraph (e) oÍ this section and, if
requested, a copy of any management letters issued by the auditor.

(g) Report retention reauirements. Auditees shall keep one copy of
the data collection form described in paragraph (b) of this section and one
copy of the reporting package described in paragraph (e) of this section Qn
file for three years from the date of submission to the Federal clearinghouse
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2'.JC: "'_5, p2:c;"\;r::ôc app!"op:-ie=t.E: .:n:ú:crrC:'':OT2 :'ú FE:ciê~ë:~ è.ge:n::~~~' J 2Tlè f:..~~o..J Uì:.:
'v,'=-:-_r~ i-:n::)'...ir.i e_uå.:':E:E:'s 'vir.:ich Ì"'ë:ve DC/'. S-J.Dm:.c:.e:O ::në ::E:Qu:.rE:C ~e:-:e ':(.i~,le:.=-=.:oü
:= o::ri¡,= Ó.riC ::-=I-iGY:' _rJg l=ë.::r'"-E;9'=E.

,~! cie~~inQhoUEE add~~ss _ The aòà~css of Lh~ Feà=~ël C~~~YiDgho~s=
::i-:rY-=ri~~y ciE:sigLai.ea by OlvlB is FE:derá.l l;..uàit. C1E:ó.r.:nghouse i BLYE:õ.U úÍ ~hE:
Census, 1201 E. ~O~b S~reeti Jef£e~sonviiiE, IN 47232.

rjì Eleç~ioLic filina. Noth~ng in ~hi5 part sha~l precluàe tl~CLro~ic
submissions to :.riE: F~de:cal c1.ea:ciüghouse :.n suc:b mannE:r as IT,ay be app:covE:C by
OI"iE. vh:.r, 01'-£ approval, t.he Federal cl-:c-ringhm.:s:, TT,ay pilot: t.est me-chods of
elcc~roDic subm~ssions.

Subpart D- -Federal Agencies and Pass-Through Entities
§ .400 F.esponsibilities.

fa) COGnizant aoencv for audi-c responsibilities. ~ecipients E~~EDd"no
more than $25 Thillion (S50 million for fiscal years ending aft~r Decemb~r-3i, ~
2003) a year in Federal awa.rds shall have a cognizant agency fo:c audit. The
designated cognizant: agency for audit shall be thE: Federal awarding agency
:.hat: provides the predominant amount of direct: Íunding to a recipient unless
01"1B ma):es a specific cognizant agency for audit assigmnem::.

Following is effective for fiscal years ending on or before December 31, 2003.-
To provide for conrinuity of cognizance, the determination of the predominant
amount of direct ÍQDding shall be based upon di:cect Federal awards expended in
~he recipient's fiscal years ending in 1995,2000,2005, and every fifth year
thereafter. For example, audit cognizance for periods ending in 1997 through
2000 will be determined based on Federal awards expended in 1995. (However,
for States ~nd local governments that expend mo:ce than $25 mill ion a year in
Federal awards and have previously assigned cogniz~~t agencies for audit, t:he
requireThen~s of -chis paragraph are not E:ffective QDtil fiscal years beginning
af~er June 30, 2000.)

Follov.'ing is effecti ve for fiscal 'yea.rs ending after December 31, 200.3:
The ãe~crmi~aiioD of ~he p~eãom~L~~t amount of di~ecc f~nding sL211 be b2S=Q
upon direc~ Federal awards expended in the recipient's fiscal years en~~ng ~n
2004, 2009, 2014, and every fifth year thereafter. For e):ample, audit
cognizânce for periods ending in 2006 through 2010 will be determined based on
Fede:cal awards expended in 2004. (However, for 2001 througb 2005, the
cognizant agency for audit is determined basèd on the predominant amount of
direct Federal awa.rds expended in the recipient's fiscal year ending in 2000)

Notwithstanding the manner in which audit cognizance is determined, a Fede:cal
awarding agency with cognizance for an auditee may TeassieD cognizance ~o
anot-her Fed.eral awarding õgency wl-iich p:C0"\7ides substantial direct fimê.ing and
agl-ee.s tc :.e the cognizant agency fo!" audit. With:.n 30 da)'s after any
reassignment, bo~h ~he old a~ò t:he new cognizant agency for aud~t shall noii:y
the audit=ei ~nd¡ if known i Lhe auditor of the ~eess~gnment. The cognizant
agency for audit. shall:

(.i) PYo~v-ide tec!iLic=.l a-ud.it ê.dViCe õ.!"id liê.isOT.! to auê.i~ees and
auc:. LOY S .

I.- ,
'..L i Consi6er a0di~ee ~eques~s :or êx~e~s~o~s ~ ,_'- t.J:!e repo::t
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::U::-!TL :.;:-;~' .-)~.\ :-~'.J-= 'Ja::~ :-2qU:~ ~~-=d :;y §
.320 (e:) .. r!~ ~~~~~=a~~ 8?~~Cj a:..-: ~. ::

ITiö \' ~;:' d rJ"

, .~y:.~~s_.ar:s :~r gaDQ :aus~.

i~; Ob~a~~ oc condust ëJual~ty ~ont~oi ~~v~ews 0: seleç:ed
ôT:L:-S ",ad", ::V non-E"edè::al auè.:,~o:'5, a"nd provide :.he results, w:ien
app~~p~~.a~~, ~o other in~erested o~ganiza~ions.

(4 i ?romptly inform o:.her affested ~ederal agencies and
a??~~pr1ate ?ederal law enfcrcemen': officials of any di::ec': reporting by ':he
audj :.ee or 1':5 auditor of irregularities or illegal acts, as required by GAGAS
~~ J.BWS arid ~e~uJ.a~j.ons.

(5) Advise the auditor and, where appropriate, the auditee 0:
any de: isiencies found in the audits when the deficiencies require corrective
actian by the auditar. ;Nhen advised of deficiencies, the auditee shall work
"iith the audit.or to 'cake corrective action. If correct.i've act.ion is not
taken, t.he çognizant agency for audit shall notify t.he auditor, the auditee,
and applicable ?ederal awarding agencies and pass-through entities of the
facts and make :cecommendat.ions for follow-up action. Major inadequacies or
re;:e-:it:;ve substandard pe:cformance by auditors shall be ::eÍerred to
appr::pria te Scate licensing agencies and professional bodies for disc ipli:-iary
a c: t i ~n .

(6) Coordinat.e, to ehe ext:ent 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
audi ts performed in accordance with this part.

(7) Coordinate a management: decision for audit findings that
at feet the Federal programs of more t.han one agency.

(8) Coordinate the audit work and repor':ing responsibilities
among auditors to achieve the most cost-effective audit.

(9) For biennial audits permitted under §_.220, consider
auditee requests to qualify as a low-risk auditee under §_o530 (a) .

(b) Oversioht aaencv for audit resDonsibilities 0 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 audi';:

(1) Shall provide technical advice to auditees and auditors as
requested.

(2) l"iay assume all or some of the responsibilities norma.iiy
performed by a cognizant agency for audit.

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

(2) .lldvise recipients of requirements imposed on them by
Federal laws, regulations, and the provis ions of contracts or grant
agreements.

(3) ~nsure that audits are completed and reports are :cecei ved
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~dJ ~~s5-~hrouqt enti~v YeSDOn5~bili:ies ~ p2SS-~~Yough ~D~lLY s~all
p~~~ GYff ~h~ £ o~ 1 ow~n9 ~ or ~he Fed~ral aw~r~E i L ffa~c~s:

(:j lóeD~~fy F.~deral awa::ds made by in£ormiDS e~ch
subrec:i¡:.ieni: G:' CFD? :.i::1E: and number, awal-d nam~ ane nUmle:y,. aWë.rò Y~ê.ri lÍ
r.r1E: avJë.rd i.s R&.D1 and r.ë:ffE: úf Fi:Qe:!"ë.l ögency. When SOfTiE: of ::r:.is infú::matioT!
is not av~ilaD1EI ~he pass-~hYough entity sh~~l p~oviãe tne: Des~ information
avai~able ~G d~scribe che Federal award.

(2) .Z:clvisE subrecipien::s of req12irements imposed on t.hem by
F=ãer~l laws, reg12l~tions, and the provisions of contracts or grant agreernent.s
as well as any supplemental requirements imposed by L.he pass -t.hrougÌi eni:i t1'.

(2) J"ioEit.or the activiti=s of subrecipients ~s necessary La
ensure t.hai: Feder~l aw~rds are used for authorized pu~oses in compliance wii:h
lavis, regul at: ions, and the provisior.s of cor.-:racts or grant agreernent.s and
that performance goal s are achi eved.

(L;) .imsure t.hat subrecipients expending S300,000 1$500,000 for
fiscal years ending after December 31, 2003) or more in Federal awards during
t.he subrecipient' s f i seal ye~r have met. the audit requirements of this part
for L.hat fiscal year.

(5) Issue a management decision on audit findings wi-:hin s~y.
mont.ns after receipt of the subrecipient's audit report and ensure that the
subrecipient takes appropriate and timely corrective act ion.

(6) Consider whether subrecipient audits necessië.a::e
aCJust.rnent of ë.he pass-through entity's own records.

~ 7) P_-eqc.ire eacb subrecipier..t t.o p=:!TT~i t. ::rJ.E: pe.s6-~I-..=-O'G9h
en~i~y a~ò auài~ors to have ac~ess to ~ne re~orãs and fi~anci~l s~a~ewen~s ~s
necessè.ry for t.he pass-through entity to comply ..'i th thi s parT:.

§ .405 Management decision.

(ë.) Generê.l. The management: D-ecisioD shall clearly s-:a:.e whether or
not the audit finding is sus-:ained, the reasons for the decision, and the
e)~ected auditee action to repay disallowed costs, make financië.l adjustments,
or ~~ke other action. 1£ the 2udi~ee has not sompletcd corrective action) 2
timetable for follow-up should be given. Prior to issuing the management
decision, the PeD-eral agency or pass-through entity may reqQest
additional information or documeni:ation from the auditee, including a request
for auditor assurance related to the documentation, as a way of mitigating
disallowed costs. The management decision should describe any appeë.l process
avai ~ aD~ e ~o the audi tee.

("D) Feå.ei:alaaencv. p_s prov:'ded in §_.40G ;a) (7) i L.he cognizâ.nt
ág=ri.y £.;:!' audit sball be re:spons.:ble for coord:.ri.at.ing ê Tnan.age:TTl-ent. a.eC2.s:.on

£0= aud~~ finèings thêt affect ~hê p~o9~ams 0: mo=e tL~D ODe F=de~a~ ê9=DCY.

~. ~
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~~ s~; ~~~ J ~'?;,a~,~g;';n~ 4 ~~ ~ ~ ~ ¡ ~;, ' f;:: ?~:~~r;~~'¡i~!~; ~;l;e ~ ~~: ê.l~ ~ ~e~~ ~~~:, ~ ~~;~S ~.~
maJ~.~3 ::J ~e~i?i~n~s.
::a5:.3 ~;.Y e,sr-e-:;ie:-: amoTIg ::ne ?e:le::a:: age;-,çies ::~n::e::ned.

l,.l:'~=:1e:':e a~:-3.ngemeli:'s ;na:/ be made 'J~l ~. :':ise-b'\'1--::22':

~, r'ass _ ::h::::uoh e;iti ::v. p.s p::o'..ided in §_' 400 (d) (:;), ::he pass-
:~::~~gh en::i:y shall be ::esponsible for making che management :lecisio~ ~J_
8ud~ ~ findings :jat ~e::a::e to ?ede::al awards it makes :0 subrecipients.

d) Time re0uirements. The en:i::y ~es?onsible for making ::he
ma~agement j~cision 3ha::i do so wi::hin six mon:hs of receipt of the audit
yeDor:. :~rrec:ive ac::ion s;i~uld be initiated within six mon:hs after re::eiot
of :~e audit report and proceed as rapidly as possible.

(e) Reference numbers. Management decisions shall include the
,~eference numbers the audicor assigned to each audit finding in accordance
vii th § .510 (c) .

Subpart E - -Audi tors§ .500 Scope of audit.
(a) General. The audi t shall oe conducted in accordance vii th GAGAS.

The audit shall cover the entire operations of the auditee¡ or, at the aDrian
of the auditee, such audit shall include a series of audits that cover .
depar~ments, agencies, and other o~ganizational units which expended or
otherwise administered Federal awards during such fiscal year, provided tha':
each such audit shall encompass the financial statements and schedule of
expendi t ures of Federal awards f or each such department, agency, and other
oygar.izational unit, which shall be considered to be a non-Federal entity.
The financial statements and schedule of expenditures of ?ederal awards shall
De for the same fiscal year.

(b) Financial statements. The auditor shall determine whether the
financial statements of the audicee are presented fairly in all material
respects in conformity with generally accepted accounting principles. The
audi tor 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 vihole.

(c) !nternal control. (1) In addition to the requirements of GlI.GlI.S,
the aUQl ~or shall perform procedures to obtain an understanding of internal
control over Federal programs sufficient to plan the audit to support a low
assessed level of control risk for major programs.

(2) Except as provided in paragraph (c) (3) of this section,
the audi tor shall:

(i) plan the testing of internal control over major
programs to SUPDort a 10\11 assessed level of control risk for the assertions
relevant to the compliance requirements for each major program; and

(ii) Perf orm test ing of internal control as planned in

paragraph (c) (2) (i) of this sect ion.
(3) When internal control over some or all of the compl iance

requirements for a major program a::e likely to be ineffective in p::eventing or
detecting noncompliance, the planning and performing of testing described in
paragraph (e) (2) of this section are not required for those compliance
::equirements. However, the auditor shall report a reportable condition
(including whether any such condition is a material weakness) in accordance
vii th § .510, assesS the related control risk at the maximum, and consider
whether additional compliance tests are required because of ineffective
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'l:om:-_":: :.;:n.c:e ' _r. ë.¿¿:. :'~Qr_ :.C r.riE: 2.=Q'..:.::eTTi-=l-i:'S ci: :;P..GJ;.E:, - r,:=
=-\...6.: -:C.:. s:r~e.=-J. ¿~:'E:~m:.nE: Yln=:'~lE:~. :.iOi= ë.--ic:. -=='= :r.ie..: C:.:Jm;.~:.=.d 'v.i~:.:r-, ;.av;:= i
=re:gi.=-c:,:,_ 0LS, á.L,:: :!-l:; -r':O-\:'':E_::i.:~ r'" =ür-~::::e.c:.s G':~: g::-Cin:: ê:s~=em=ri:.s ~r.lõ:' Trië:/ L2~~'i:
~ G~~~~: ~~C ~a~~~~~i ~£~ect G~ E~=r; G: :cs m~JGr p~D9rams.

¿; The pT~nc~~~l =QmL~:an2~ ~~q~~~emen:s ap~licab~~ rrIGS~
F=a,=:-~j t.,:::::;2:~rT;5 e:rid L.r.~ com:ç,~.~aL::f= 2:Eq:.i.Ycrrl-=nr.s úÍ :.nE: -=2.r9~S": FcQ"=2:ê.J.
f;i-::)S.:~-rn~: 2.::E: ':r~=:"uci::c ~r; :.riE: C8rni-'~ ':2.::-1'::= s..PJ:'=--=Tnsn::.

! 3) For Lht cOTI~iianCE requirerri~n~s ~elb~~d ~G F~d~r~i
prog::ams cont.ë:..:n~d in -c.tii: complian~E suppleTTlent i an audit of' :.hese: com:p1.ië.ri,:e
~equ~~~mEn~s will meei Lhe Yequiremen~E of this part. Wher~ ~hEre have beeD
chë:nges ,:to cr.!e compliance: regui::errlE:n~S and Lrie char.ge:s ë.YE: noL. YE:ÍlE:ct:ed in
c-he campi i änce supplement, c-he audil-or Shäil de::ermine r:he current compliance
require1Tien::s and modify the audii: procedures accordingly. For i:hose Feder;;.J
programs noc. covered in the compliarice supplement., thE: a-.di:.or should use the
typE:S of compliance requiremEnts contê.ined in the complianCE supplement as
guidance for iÒE:ntifying the types of compliance reguiremeni:.s to tE:s-i, anà
òe-iErmine the requirements governing the Federal program by reviewing the
provisions of CODLracts and grant agreements and the laws aDà regulations
referred to in such contracts ana grant agreements.

('!) The complianCE: Lesi:ing shall include tests of transaci:ions
and such oLher auditing procedures necessary to provide r:he auditor sufficient
evidence LO suppGrt an opinion on campI iance .

(eì Audi-i follow-up. The auditor shall follow-up on prior audit
findings, perform procedures to assess ::he rE:asonableness of the summary
schedule of prior audit find~D9s prepa~ed by the auditee in accordanCE wi~h
§__. 315 (b), and report, as a current year audir: finding, when the auditor
concludes i:hat the summary sched~le of prior audiL find~n9s materially
misrepreSEnts the status of any prior audit finding. The auditor shall
perform audit follow-up procE:dures regardless of whether a prior audit finding
relat.E:s to a rriaj or program in t.he current year.

(f) Da ta Coll ect ion Form. P_s recrired in § .320 (b) (3), the audi Ler
shall complete and sign specified sE:ctions of the daLa collection form.

§ .505 Audi t ~eporting.

The auditor! s repo~L (s) may be in ~he form of ei ~h~= CQmbiD=G cr
sepê.2:ate reports anô ITiaV be o~aaLized differeni:lv fYOTn 'tr-ie manner p:ce:sen:.,=d .:n
this section. The auditor's r~port (s) shall state that thE: audit ~as
conducted in accordance with this part anà include Lhe following:

(a) An opinion (or disclaimer of opinion) as to wheLher the fin~~cial
statements are presen-ied fairly in all material respects in conforrnity wiLh
generally accepted accounting principles and an opinion (or disclaimer of
opinion) as to whether the schedul e of e)~endi tUTes of Federal awards is
presented fairly in all material respects- in relation to the financial
sta~ements ta~eD as a whole.

(!J) A report
and major programs.
inLern~i control and
the sep~rate schedule
(d) of this sectioD.

on internal control related to the financial statemenLS
This report shall describe the scope of testing of
the results of ~he ~es~si and¡ where applicable, refer to
of findings and ques~~oned costs describeò in p~ragrapb

(c) A report on cOffpli.ance 'v'it.h lë.wS i regLlë.tioLs i an.d t.he D2:O-"\TiSiOI'iE
of cont~acts 02: grant ag~~em=n~s i nQDcomDl~aD~e with which caulò have a
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ar¡ ')J:.:ci~¡;: '.0:: ::Lsc::a.::mer ::: :i?:.;,i:ir; as :.::¡ vi~ie~_n=: :':1e ò.-cJc.i:.-:e c::mu::ie:: '!.'::~.:-;

laii!s, :-e::ru::ations, and t.he p:c::-,/isior.s::f :::in:::-a.c:.s :::: ::ran:. ag:ceemen':s ii!;'~i=:-.

::ouid hav~ a direc:. and mate::ial effect on each maj:i: prog:am, and, whe::e
a?p_, ~:ab1. e, refer :'0 ::he separate schedule :if findings and questioned ccs::s
de5~!".~LrJ~d. i_r: ;.ar3.g:-aph (d) 0= :.~:s 3~C:.i.on.

':: ~ ::e-:: 'jr: :. ~.)-= :::. ~-:a.r:= _ c._. S:'2.:.-=men:.s.
-' . . ......~~s :e?~~~~ 3~a~~ ::."; ::-_' . ~,r- . ~\::._......- ~ ~ ~

idl A schedule or i~ndings and ques::i:ined =OS::3 which sha::i i~::lude
:.n': :::-).~ lO'v.r~ng .three componen-cs:

11: P. s'Jmma:~y -:: the audi:.or's resuJ.::s v,'hi=h shall include:

(i) The type of report the auditor i.ssued on :.he
financial statements of the auditee (i.e., unqualified opinion, qualified
opÜ,ion, adverse opinion, or disclaimer of opinionì;

(ii) Where applicable, a statement that reportable
::ondi t ions in internal control were disclosed by the audit of the financial
statements and whether any such ~onditions were material weaknesses¡

(iii) P. statement as to 'l¡hether the audit disclosed any

rionc.:impliance which is material to the financial statements of the auditee¡
(i v) Where applicable, a statement that reportable

condi tions in internal control over major programs were disclosed by the audit
and. whether any such conditions were material weaknesses;

(v) ~he type of report the auditor issued on compliance
for major programs (i .e" unqualified opinion, qualified opinion, adverse
op~nion, or disclaimer of opinion) ¡

(vi) A statement as to whether the audit disclosed any
audi t findings which the auditor is required to report under §__' 510 (a) i

(vii) An identification of major programs ¡

(viii) The dollar threshold used to distinguish between

Type A and Type B programs, as descr ibed in § .520 (b) ¡and

(ix) A statement as to whether the auditee qualified as

a low-risk auditee under § .530,
(2) Findings relating to the financial statements which are

required to be reported in accordance with GAGAS.

(3) Findings and questioned costs for Federal awards "hich
shall include audit findings as defined in § .510 (a) ,

(i) Audit findings (e. g., internal control findings,

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

(ii) Audit findings which relate to both the financial

statements and Federal awards, as 
reported under paragraphs (d) (2) and (d) (3)

of this section, respectively, should be reported in both sections of the
schedule. However, the reporting in one section of the schedule may be in
summary form wi th a reference to a detailed reporting in the other section of
the schedule,

§ .510 1'.udi t findings.
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ë.E :: _:-J.¿.:r~q::

- . .: ~nC~riS£ ~~~~r~~c :-.:.:~ ë;.....::: :.:;:- =.:~c.._ :-=;.CJ!"": ::ri:= :G2.~0V.':':-;.~C. .:

.:~ ~ sch~d~:~ G~ ~ ~~c~n9~ ~~¿ ~u~s=~o~~¿ c~s:s.

p:: '::Fg :: s. fíL~
~epor~a~l~ sa~c:~~o~s ~~ ~TI~Er~~l c~n:~~l ov~~ majG~

~n~ 2~¿~~O~ s 6e~~rm~na~~o~ of W~E~!ler ~ de~~c:~LC" ~L ~nLern~l

.:::: 2. I.' e.~ë.:. -: OLlj E:C':': v~ ':Ó-:I"J-:~: ::r:ë =-r~ :.rir= ::úm~~=-E.EC:c s'Jp1=~ern~E~.

~8L~~~_ ~~ c ~~ps~:a~~-= ~Q~C:=~00 :o~ ~hé pU~pO£c ~f ~~pG~:~ns ~~ aud::
£,:y,d.:nc :"E: .:r: :c=~ei:~::ri ::s c. ':.~./pE: ':f. com:;:"':õ.r.!c:: ::eq~...:~errlen:. :ú~ 2, TflêjOY p~C)g2:ê;TT:

Tn.: eiúdi t.O:~
3r.ë.~~ :.cen-::.:"y' 2.e?C;'2'-:'e:.ú~.E- cc.i:r.iè.~:::'OLS '"lr; 2. cr. ë.::s :.nd:...\l.:Ó.G.2~~y r,,,- ç'..rflulê:~:vely
m2~~=':~~ w~~~~~ss~s.

':2; J\~e:tE:r_.ë.1 riQ!lCOmp~.:aIlc= \i.:i-:h :.nE: pro-\.'":.siGI1E 0: .iawE,

~Egula~ionE i con~~~c~s i G~ 9ran~ agr~errien~s r~lated ~G a ffaj or program. Th~
aus.: "COY IS cie:.e:i-m::rië:: ior~ cI \lihe:.ner e noncomp2.iance \1,1:; t.r: t.I-1E: p:co-..ri.s ions úÍ
~aws, regu~atiQns, con~~acts, or grant dg~eemeTIts is ma~eri~l =oy ~he purpose
oÍ 2:eporting aD audi r. £ indiDg :.s :.r: YE:latior, to a 'type of c:ompl ianse
r=gui~emen~ for 2 major p~ogram Dr an audit obje~LivE iden~iÍied in the
c:ompl i õ.nCE suppl eme:n"C .

(2) YJ10Wn C!uEs::ioned cost.s which a2:.e g::eater than $2.0,000 ::0::
a type of compliance requirèment for a major program Y~own questioned costs
a::e ~hOSE: specifically iòentified by the auditor. In evaluating the effect of
questioneò costs on the opinion on compliance, the auditor considers the best
estimate of total caELS questionE:d (likely questioned cosLs), not just -eh::
ques-eioned costs specifically identifi::d (T~Own questioned costs). The
auditor shall also report known questioned costs when likely ~Jestioned costs
¿re greater than $10,000 for a Lype of compliance regiiirement for a major
program. In reporting questioned COSLS, ~he auditor sh~ll include information
LO provide proper perspective for judging the prevalence and conseqùences of
the questioned costs.

(1;) Known questioned cosi:s vihich are greater than $2.0,000 for
~ Federal program which is not audited as a major program. Except for audii:
follow-up, the auditor is not reqùired under this part to perfo~ audit
procedures far silch ~ Fed=~ai prog~ami therefore, ~he auditci will nQrri~lly
nOL find questioned costs for a program which is not audited as a maj or
program. however, if Lile audiLor does become aware of questioned COSLS for a
Federal program which is not audited as a major p2:ogram (e.g., as part of
audit follow-up or o-eher audit procedures) and the kno~~ questioned costs are
greater than SlO,OOO, then rhe auãitor shall report this as an audit finding.

(5) The circumstances concerTing why the auditor's report on
campliaDce for m~jor p~o9~ams is other than ~~ unqualif~ed opiLioTI, uøiess
suc~. c~rcumstances. are oLherwi~e reported as a~dit findings in the schedule of
f~nQ~n9S and guest~oned costs :02: Federal awards.

(6) Y~awn fraud affecting a Federal aviard, unless such fraud
is otherwise reported as an audit finding in the schedule of findings and
questioned costs for Federal awards. This paragraph does not require the
auditor to maJ..e an additional reporting when the auditor confirms that t:he
fraud was reported outside of the auditor's reports under the direct reporting
regu~remen~s of SAGAS.

(7ì ~nsta!lces wne:-e the
disclosed that the summary schedule of
audi~ee in accordance with § .315 (b)
any prior audit finding.

resul ts of audit follow-up proceãures
prior audit findings p2:epared hy the
materially misrepresents the sta~us of

!bj Audit findi~o
sufficien~ detail for the
co!"re.cti:\re action and fOT
at a.. .rnar.1ëigernent de:C.iEioTI.

.deta~ 1. Audi~ findings shall be p~esented ~n

~~~~~:~ ~~e~~~~~2::n~ ~~~~=~~;~~g~C~;~~ t i~:nt~n~r~~~:
"The £ollow~Dg specific ~nfDrmat~on shall be
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P~de~~a= p~~og=3m and 5pec~fi~ ?ede~ai awa=d iden~j.~~ca~i~n

_.n::_.JC.::~l-; :.ne :""01'. t:lt.ie and number, "edera2. el'Jla.rd number and yea::, :-,ame 0:
".~~e~31 3?ency, and name of :.he appl~cab~e pass-:h:-ou9h ent~:y. When
~n:c,::rr,ati:JT, such as t:he CFLlP. :~:.2.e and number c:r rede::al award :lumbe::, :.3 ::101:
.'-.¡a::..ab=.e, ::i:e aüdi:.or shall ;:rovide t:ne best in:::::ma::ion available to
jes~~ ~De ~ne ~ederal awayd.

(2) '::-e c:-:.r.er;.a or .specifi:: requirement upon v¡hich ::he aud.it
;~.:;id_ng ,0' based, :.;-.,clud::rig s::a::'Jtoi~y, regulatci:-y, ::r ::ther cit.a.tion.

(3 ) 7be condi t ion found, incl ud.ing
~eficiency identified in :he audit finding.

_. .
::ac-:s :.r¡a-c support :.he

(4) Identification of questioned cos::s and how t:hey were
computed.

(5) Information :0 provide proper perspective for judging the
prevalence and consequences of the audit findings, such as vihether the audit
findings represent an isolated instance or a systemic problem. Where
apP:'opriate, instances identified shall bé related to the unive::se and the
number of cases examined and be quantified in terms of dollar value.

(6) The possible asserted effect to provide suff~cient
information to the auditee and Federal agency, or pass-through entity in the
case of a subrecipient, to permit them to determine the cause and effect to
~acilitate prompt and proper co~rective action.

(7) Recommendations to prevent future occurrences of the
deficiency identified in the audit finding.

(B) Views of responsible officials of the auditee when there
1.S disagreement with the audit findings, to the extent practical.

(c) Reference numbers. Each audit finding in the schedule of findings
and questioned costs shall include a reference number to allow for easy
referencing of the audit findings during follow-up.

§ .515 Àudi t working papers.

(a) Retention of workino paners. The auditor shall retain working
papers and reports for a minimum of three years after the date of issuance of
the auditor's report(s) to the auditee, unless the auditor is notified in
writing by the cognizant agency for audit, oversight agency for audit, or
pass-through entity to extend the retention period. When the auditor is aware
that the Federal awarding agency, pass-through entity, or auditee is
contesting an audit finding, the auditor shall contact the parties contesting
the audit finding for guidance prior to destruction of the working papers and
report s .

(b) Access to workinq papers. Audit working papers shall be made
available upon request to the cognizant or oversight agency for audit or its
designee, a Federal agency providing direct or indirect funding, or GAG at the
completion of the audit, as part of a quality review, to resolve audit
findings, or to carry out oversight responsibilities consistent with the
purposes of this part. Access to working papers includes the right of Federal
agencies to ::btain copies of working papers, as is reasonable and necessary.
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~ ¡ Gen~T21 T~E a~ci~or s~~~l use ~ ~~s~ -~as~d app~Q~ct ~G ~e~~rmiL~
wn: ~~ ~'~de~al prog~ams a:e m~j O~ p~~srams. Th~s ~is~ -b~s~c app~Gac~ EL~~!
:"rl::_ ":0.:: cCiri.s::cie:-e.~i.or~ .:::: C:.i-::en-c s.nd pyio:: a."-.ê..::. e):pe:r:.=r~~t: ¡ ::vE:~E~gh'! b'y
F=Q~:e~ ~9cncie~ ~n¿ ~~SS-Ln~~ugt errLi~i~Et a~c ~Le ~nD=~eDl ~is~ of ~~e
F:=ci~2.e.~ p~ogram. ':r.iE: T:,.:::CE:5S :"L 1=ë.2:õg"2apI-E (b) :.Ú~ou9r~ Ii) sf :.:n:.s s=~::iQr..

s~~_~ j~ ~o~~8w~d.

'0 j Sr_et., :: Th~ a~d~~G~ s~~l~ ~ae~= ~:y :D~ ~~T9~~ F'~c~=-~~
pl:Cis~aITs/ ilJhieD sr.-ell DE: laDe:lE:d Tipe A prúg:-ams. Typ= 1-. p:-úg~-aTTs ê.2:c dE::_TlE:G
as F~dEr~l programs with Federal aw~rds eXDena~G du~iD9 ~ii~ auciL pe~iod
eZC7.cc:"Dg ~hE :er9~r of:

Ii) ~300,OOO or ~hree percent (03) of ~o~al Federal
aW2~ds E:J:pende:d in the cãse of. an audi tE:f: for whicb cotal Feòeyc¡l awa~ds
exp~nd~ë ~qual or e:xce:e:d $300, 000 :OU~ are l~ss c.han or equal ::0 $100 rnillior".

Iii) S3 million or r.hrt:e-t.eni:hs of orie percent (.003) of
::ot.al Federal awards expended in ~he case of an audir.ee for which toi:a1
Federal awards expended exceed $100 m~llion but are less ~ha~ or ~gual to S10
bi II ion.

(iii) $30 mi_lion or IS hundredt.hs of on~ percent (. OeiS)
of r.otal Federal awards expended in ~he case of an audi t.~e f or which ::ot.al
Federal awards expended exceed $10 billion.

(2) Federal programs not labeled Type A UIloer paragraph (b) (1)
of ÜÜs section shall be labeled Type B programs.

(3) The inclusion of large loan and lOaTJ guarantees (Ie-ans)
should not result in the exclusion of other programs as Type A programs. When
a Federal program providing 10~DS significantly affects t.he number or size of
Type 1'. programs, the auditor shall cOrlsider -chis Federal progr am as a Type 1'.
program and exclude its values in det~rmining other Type A programE.

(4) For biennial audi~s permi~ted under § .220, the
determination of Type A and Type B prògrams shall be based upon the Federal
a.wards expendeò during t.he two-year p,;riod.

(Cl SteD 2. (1) The auditor shall iOenë.ify Type J.. programs which are
low-risk. For a Type A program to be considered low-risk, it shall have been
a1.d.: ":e.d as a. ITiajor prog2:arri in at Ie-as"' OEe of the -:wo rnos": recent audit
periods (in t.he mDst recent audit period in ë.he case of a bieD_Dial audit.) ,

and, in the most recent:audi~ period, it shall have had no audit findings
W"Qer § .510 (a), However, -che auditor may lise judgment and consider that
audit findings from questioned costs Ùnder §_,510 (a) (3) and §_, 510 (a) (4)
fraud under § ,510(a) (6), and audit follow-up for the summary schedule of
prior audit findinas under § .510 (a) (7) do not preclude the Type A program
from being loV\'-risk. The auditor shall consider: the criteria in § .525 (c),
§_, 525 (d) (1), § .525 (d) (2), and §~, 525 (d) (3); ~he results of audit
follow-up; whether any changes in personnel or systems affecting a Type A
program have significantly increased ri.sk; and apply professional judgment in
determining whether a Type A program is low-risk.

(2) Notwithstanding paragraph (c) (1) of tillS section, OMB may
approve a Federal awarding agency's request that a Type A program at certain
recipients ma.y !lot be considered lov.'-risk. For example, it may be necessary
f O!" e 12.2:gE lr')'e A program to .,De audi teò Ç.E mõ.j or each Y=23!" 2. t part i cu2. a:i
recipients to allow the Fed ral agency to comply ,,'i~h the Government
1Ý.ë.!lãgemeni. Re:orr bet of 19 -4 (31 U. s. C. 2515) Tbe Feáe~e.l agency sr.ië.ll
r.Lo.ti£v t.he ::e:cip:.ent -and, _ knovlD, t.rie ê.U¿:,:,c.:r ë.t lE:2.st :"80 ê.avs prior to t.he
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od, 3teo 3. _, ~he audit8:: s~a:: :jen~~~y Type 3 pr~g=ams w~i::~ are
:-u ?h.:: ,.sk using ;iro:essional judgme;it ar,d :.h", c::i::eria in § .525. dov,iever 0
:;r.ou: 6 the auditor se:.e::: Clp::ion 2 under Step 4 ~?a::agraph (e) (2) (i) (E) 0:
t:-:is section), the s.ud::or is no:. required to ide;i:.i:y more high-risk Type 3
::c::greims than the number ::: :.oVl-::isk ~:,rpe P. pr::g:-ams. Except :::r kaovlD
;~epC)rtable -conditions in internal contr::i. Qr cQmpliance problems ò.s ::isc:-.ssed
iri § .525(~) (1): .§_.525(bJ (2), and §_,525(c) (1), a.singl,e.cri:.~ria in
§ .525 VloLud sel::om cause a Type 3 pr::gram co:Je c::nsld.ered n:gh-risl:.

r2) The auditor is n::t expected to perfor'm risk assessments or:
r~lativeJ.y small ?ederal programs. Therefore, the auditor is only required to
D~rf ~rm risk assessments on Type B pr~grams that exceed the larger of:

(il SlOO. 000 or three- tenths of one percent (.003) of
~ota~ Federal aViards expended when the auditee has less than or equal to S100
mi 11 icm in to':al Federal awards expended.

(ii) $300,000 or three-hundredths of one p'2.rcent (.0803 ì
of t~tal Federal aViards expended w~en theauditee has more than $:00 million
:.ri tcital Federal awards ex?ended.

(e) Step 4. At a minimum,.r-he auditor shall audit all of the
foll::wing as major programs:

(1) All Type A programs, except the auditor may exclude any
Type A programs identified as low-risk under Step 2 (?aragraph (e) (1) of this
section) .

ei':~ier ~f
(2) (i) High-ris!k Type 3 programs as identified under

the following two optio~~:

(A) Option i. At least one half of the Type B

programs identified as high-risk under Step 3 (paragraph (d) of this section),
except this paragraph (e) (2) (i) (A) does not require the auditor to audit more
high-risk Type B programs than the number of lovi-risk Type A programs
identified as low-risk under Step 

2 ,

(E) Option 2. One high-risk Type B program for

each Type J.. program identified as :,low-risk under Step 2.
(ii) When identifying which high-risk Type B programs to

audit as major under either Option i or 2 in paragraph (e) (2) (i) (A) or (E),
the auditor is encouraged to use ~n approach which provides an opportunity for
different high-risk Type B programs to be audited as major over a period of
time.

wi th the
section.
as major

"

(3) Such additional programs as may be necessary to comply
percentage of coverage rule discussed in paragraph (f) of this
This paragraph (e) (3) may require the auditor to audit more programs
than the number of Tye A programs.

(f) Percentaae of coveraaè rule, The auditor shall audit as major
programs Federal programs with Federal awards expended that 1 in the aggregate,
encompass at least 50 percent of total Federal awards expended. I f the
auditee meets the criteria in § .530 for a low-risk auditee, the auditor
need only audit as major progra~Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended.

(g) Documentation of risk, The auditor shall document in the working

30
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;l2. ~E::: =. ~~sk ~~~~YS~E p:G~~S£ u.s~~ je~~~rr.~~~~2 m~J~~ p~~s~ams

0; huc:~~r:~ -uóamEn~ Wne~ ch~ ff¿JG~ p=09~arr ~~~e~minat~~L w~s
!-l::~=:..~n-IE:¿ ë:r..c do~urne:n.:.,:c: ~r~ ê:':cCi::G.ë.llCi: 'v,'=-:.r: :"l-~:'E. tJ6.l-:: r "Ch~ aud.:'CúY i S =:":õ.~r!Tl-=n:.

~~:::~~~~ ~~;:-~~~i: :ê ~s~;l~~~:~g:~P~~ë~~d~~ë~e~~~~,:~~:S rr,:;i~:: P~~~:~~~~J~~¡;~;:: ~~ i ,=S
s~a~2 oLlY D~ to: c~ea~~y ~mp~op~~ ~SE of ~nË gu~dan~e in this p~r: ~owever i
FE:lje-:-ã.~ og=liC::e:S 2.riC ¡'2_SE -:.rirü~'9r~ ~Li:::=_E:.s ITay p:-::-'J~Q= ô:~c.~::c.,::s gl.:.::di3L':~ s.DCj'.i:
:.ri,= :'_sj: :.: õ t;ê.=r:~CL~e-l- F'=cit:2' c.i p:~og~aTT: ana -:l-ie e.üë..::.c;~ .s':.iê.~J. ::or.:!:::dE:2: ____'-
9L~::c.ri::.i= _L ot::'f:::m2.r.~rJ9 ITië:jü:: p2.--l:g2.-ê;:rr:s ..T. e:u::~:.s riü~ /-=:. .=omF=-t::.~ö

i,i De"'/iê;t.i.or-~ from USE G£ :!:isk c~i":er~~ ~"':.r £i::st-yeã.r audi.ts, i:I-e
áudi :"C).! may elect. -:0 ã.e:''terTni!"lE: ITië.J or prog=rams as ë.ll T':¡E: J. progr-ams p:: us any
T)~= E ~~og~ams as TIcCessãry to m~et LhE per2en~áge of cove~ãge rule discuss~d
in p~~agraph (f) of ~his section. Under chis opcioD, ~he auditor would Dot be
required i:c perform i:be prücedu:ces discussed in p2.:cagraphs (c), (d), and (e)
of :.!-is sE:CCiori.

! 1 j

iinde2: trJ.2.s part
A f iys~ -y~ar êUCl L is the first ye~T ~De

or LhE f irsr year of a change of auditors
en tit Y is audi t.E:d

(2 )

preclude audit of
audi ts may not be

To ensu:ce that a f:ceguent change of aUGitors would nOL
high-risk Type B programs, Lhis elecrion for first-yea:c
used by ~~ audi tee more i:hën once in eve:cy Lhree Yea:cs.

§ .525 Cri teria for Federal program risk.

(a) General The audii:or's dete:cmiDation should be based on an
OVerall evaluation of i:he risk of noncompliance occurring which could Dc
materi~l to the Federal program. The auditor shall use audii:or judgment and
consider crii:eria, such as described in paragr~phs (b), (c), and (d) of this
seccion, to idenrify risk in Federal programs. Also, as p~rt of the risk
analysis, the auditor may wish to discuss a particular Federal program with
auditee mënagement arLd the Federal agency or pass-through entity.

(t) Current and urior audit eX:Derience. (1) WeakrJesses in internal
control over Federël programs would indicate higher risk. Considerai:ioD
should be given co the con~rol environment over Federal programs and such
factors as ~he expectation of ma.nagement i s adherence to applicable laws and
regula.tions and i:he provisions of cODi:rãctsënd grant agreements and i:he
competence and experience of personnel who admini ster the Federal programs.

(i) A Pcd=~~l p~og~all admin~stered under muit~p::e
in~ernal concrol si:ruccures may have higher risk. When assessing risk in a
i~rge E~Dg~e audit, the auditor shall sonsiàer wheLher ~EakneSSéS a=e iSQla~ed
in a single operating unit (e. g ., one college campus) or pervasi ve througha.ùt
trlE: eni:it.y.

(ii) When significant parts of a Federal program are
paSSed through to subrecipients, a weak system for mODi toring subrecipients
wauld indicate higher risk.

(iii) The extent to WhiCh computer prOCessing is used to
administer Federal programs, as well as the complexity of t~at processing,
should be considered by the audi Lor in assessing :cisk. New and recently
modified computer systems IT0Y also indicate risk.

(2) Prior audit findings would indicate hiqher ri-sY.,
particuiar~y when the Ei~uati.ons identified ~L 'che aucit findings could have a
significant impact aD a F'ede~ai p:.og::am or- i-ê.VE not been cor:.e.cted.

(3 ) FederaJ. prQg~ams not. ~e:.ent2. ~,¡- ëuc:.teC ëS ffcJ or pyogr2ms

.: 1.
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\,.J _ :. ri~)u.- :) .UC"J._:: : :.:l(l~. :"¡gs

:: i ~versi~hc exe::cised DV Federal aaencies and pass - :hrouah entities
~/ers:.ght exercised by ?ederal agencies ~r pass-through en:i:ies c~uld

:.;-¡d: ::a7.e . L.3!'.. ?8r e;.:ample,. !:~cent moni :cirii;g 8r o:.he:: re-.¡:.ei.!s. per:ormed ":y
an aversign~ ent¡:y Wnien d13cLosed no signiiican~ pr~Dlems wo~~d ind~cate
;0v!er risk: . However, monitoring wr.ich disclosed significan:. proble~s would
:.nd: cate h¡gner r:'SK.

!21 ?~deral agen~ieSI with ~he concu~rence of O~3, may

jde;-,.:.:y F.ederal pragi:ams which are :':igher risk. ~MB plans to provide
j.d~n~ 1.: ic:a:ion in t.he ~omplian~e supplerrient.

.. \..' .-l. 1; ... =-

(d) Inherent risk of the Federal prooram. (i) The nature of a
Federal pragram may indicate risk. Consideration should be given to ~he
complexity of the program and the extent to which the ~edei~al program
cant ra.c t s f or goods and services. For exampl e, Federal pragrams that disburse
funds through third party contracts or have eligibility criteria may be of
hi.gher risk. Federal programs primarily involving staff payroll coS':s may
have a h:igh-risk for time and effort reporting, but otherwise be at low-risk.

(2) The phase of a Federal program in i,:s life cyc~e at the
Federal agency may indicate risk. For example, a new Federal program with new
or interim regulatians may have higher risk than an established program v1ith
time-tested regula~ions. Also, significant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agreements may increase
risk.

(3) The phase of a Federal p::ogram in its life cycle at the
audi tee 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 closeout of program activities and staff.

(4) Type B programs with larger Federal awards e)~pended viould
be of higher risk than programs with substantially smaller Federal awards
expended.

§_.530 Criteria for a low-risk auditee.

A-D auditee which meets all of the following conditions for each of the
preceding t\'10 years (or, in the case of biennial audits, preceding tvio audit
periods) shall qualify as a low-risk auditee and be eligible for reduced audit
coverage in accordance with §__" 520:

(al single audits were performed on an annual basis in accordance with
the provisions of this part. A non-Federal entity that has biennial audits
does not qualify as a low-risk auditee, unless agreed to in advance by the
cogni zant or oversight agency for audit.

(b) The auditor i s opinions on the financial statements and 

the

sshedule of expenditures of Federal awards were unqualified. However i the
cognizant ar oversight agency for audit may judge that an opinion
qualification does not affect the management of Federal awards and provide a
waiver.

(c) There were no deficiencies in internal control which were
identified as material weaknesses under the requirements of GAGAS. However,
the. cognizant ar oversight agency for audit may judge that any identified
material weaknesses do not affect the mana.gement of Federal awards and provide
a \Iiaì ver .
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ATTACHMENT "F"



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.
2008byandbetween-'e.xutG( AsCtlll~ ÛlS,lS -1MJ~ a no rO'
(corporation, partnership, dba), whose business address is: 7/(1 .. n
0() YJtl b-i-c. (hereinafter referre to as "Busines

and t CITY OF LONG BEACH, a municipal corporation (hereinafter referred to
"Covered Entry").

WHEREAS, the City has a Department of Health that provides a multitude of health care and
related services; and

WHEREAS, in the course of providing health care and related services the City obtains
protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services
to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of
which may contain protected health .information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the
security of protected health information incompliance with the Health insurance Portability and
Accountability Act of 1996 ("HIPAA") and regulations promulgated thereunder by the U.S. Department
of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section
164.504(e) of the Code of Federal Regulation.NOW, .

THEREFORE, in consideratiôn of the mutual terms covenants, and conditions in this
Agreement, the parties agree as foILa-ws:
1. DEFINITIONS. Terms used,"but not otherwise defined, in this Agreement shall have the same

meaning as those terms in th.e Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.
a. Non-disclosure. Business Associate agrees to not use or disclose protected health

information other than as,permitted or required by the Agreement or as required by law.
b. Safeguards. Business Asspciate 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 ind.ividual 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 to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

h. Internal Practices, Business ,A.ssociate 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.

i. 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.

J. Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

3. PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.
Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to peiiorm 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. Except as otherwise limited in this Agreement, Business Associate may use protected

health information for the proper management and administration of the business
Associate.

b. 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.

c. Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggre'gation services to covered entity as permitted by 42

CFR § 164.504(e )(2)(i)(B).
d. Business Associate may use protected health information to report violations of law to

appropriate federal and state authorities, consistent with § 164.502U)(1).
4. 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.

b. Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate's use or disclosure of protected health information.
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate's use or disclosure of protected health information.

5. 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.

6. 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 discloswres 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.

7. 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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8. MISCELLANEOUS
a. References. A reference in this Agreement to a section in the Privacy Rule means the

section as in effect or as amended.
b. Amendment. The parties agree to take such action as in necessary to amend this

Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of

the Agreement shall survive the termination of this Agreement.
d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity

to comply with the Privacy Rule.
9. 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.

10. 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.

11. 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 juçgment, 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.

12. AMBIGUITY. In the event of ~ny 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.
13. 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.

14. NOTICES. Any notice or approval required hereunder by either party shall be ih writing and
personally delivered or deposited in the U. S. Postal Service, first class, ¡:ostage prepaid,
address to Business Associate at the address first stated herein, and to the City at 444 W.
Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services
Bureau Manager, Community Development Department. Notice of change of address shall be
given in the same manner as stated herein for the other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made, whichever first
occurs.
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15. 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.

16. 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.

17. 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.

18. 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)

,20_ By

By:
Assistant City Manager

ager or designee ::~U1'j;'D Fi;P),,'U.o
..V SEf:".'i~,;..-è.'''..I;A.lL~. ~.;. v¡:~ 3''1 .
- CI7'¥ ~a... ~Di 17\l'q,..

fa c- day of

a

,20_

¿ 1/7 ,2001

The foregO~W:~ent i~ ~~r¡;f approved as to form this

(J ROBERT E. SHANNON,
City Attorney; r design

By:
Deputy
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CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1. The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or

debarment.

2. 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.

3. 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.

4. The recipient of Federal assistance funds agrees by submitting this document that it shall
not knowingly enter înto 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.

5. 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," wíthout modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

6. A participant in a covered transaction may rely upon a certîfication 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.

7. 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:

and Title of Authorized Representative:

Signature

/Z-Zp
Date
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County's Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a. Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative

agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form - LLL "Disclosure Form to Report Lobbying" in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each
such failure.

Agreement Number:

Date
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