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SUBCONTRACT

35385

This SUBCONTRACT is made and entered, in duplicate, as of August 12,

2019 for reference purposes only, pursuant to a minute order adopted by the City Council
of the City of Long Beach at its meeting held on November 10, 2015, by and between
INTERVAL HOUSE, a California nonprofit corporation, with offices located at 6615 E.
Pacific Coast Hwy #170, Long Beach, CA 90806 ( hereafter “Organization”), and the CITY
OF LONG BEACH, a California municipal corporation (hereafter “City”).

WHEREAS, City has been granted an award by the United States
Department of Health and Human Services, Office of Family Assistance (“HHS”) for the
City's Life Coaching and the Fundamentals of Fatherhood Project (“Program”); and

WHEREAS, in order to fulfill its obligations to HHS under the grant award,
City desires to engage Organization to meet the Program objectives of strengthening and
sustaining stable economic and healthy environments for children and their families; and

WHEREAS, Organization desires to perform such work in accordance with
the terms and conditions of this Subcontract;

NOW, THEREFORE, City and Organization agree as follows:

1. HHS GRANT AWARD. Notwithstanding any other provision of this

Subcontract, this contract is a Subcontract under the terms of the Notice of Award with

HHS. (The award is subject to the requirements as set forth in 45 CFR Part 87. The grant

is subject to the requirements as set forth in 45 CFR Part 75.). Each and all of the

provisions of the Notice of Award and any amendments thereto shall extend to and be

binding upon the parties to this Subcontract. All representations and warranties contained
in this Subcontract shall inure to the benefit of HHS.

2. SERVICES.
A. Organization s!jall provide services in accordance with HHS’
Notice of Award and Atféchméh‘f A éntitled “Scope of Work”; Attachment “B”

entitled “Budget”; Attachment “C” entitled “DHHS Administration for Children and
1
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Families, Office of Family Assistance, New Pathways for Fathers and Families”;
Attachment “D” entitled “45 CFR Part 75 - Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for HHS Awards”; and Attachment “E”
entitled “Health Information in Compliance with the Health Insurance Portability and
Accountability Act of 1996 (HIPAA) and the Health Information Technology for
Economic and Clinical Health Act (HITECH Act) Business Associate Agreement”;
all of which are attached hereto and incorporated by this reference. Organization
shall comply with HHS’ Notice of Award in performing its obligations under this
Subcontract unless the context clearly indicates otherwise. Organization shall
request clarification from City regarding whether or not specific portions of the Notice
of Award apply. A breach of the Notice of Award shall be a breach of this
Subcontract.
B. Organization shall be responsible for adherence to all policies,
procedures, rules and regulations contained in this Subcontract and Attachments A-
E, the Request for Proposal (“RFP"), if applicable, and Organization’s proposal in
response to the RFP, if applicable.
3. TERM OF SUBCONTRACT. The 'term of this Subcontract shall

commence on September 30, 2019 and shall expire on September 29, 2020, unless
otherwise extended by City at its sole discretion or terminated earlier pursuant to any of
the conditions for termination in the Notice of Award.

4., PAYMENT.

A. City shall compensate Organization a total maximum contract
sum not to exceed Twenty One Thousand Dollars ($21,000) for the term of this
Subcontract. Upon execution of this Subcontract, City shall disburse funds payable
hereunder in due course of payments following receipt from Organization of billing
statements in a form approved by City showing expenditures and costs identified in
Attachment “B".

B. City shall pay to Organization the amounts specified in
2
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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 Health and Human Services, or his designee, make adjustments
within and among the categories of expenditures in Attachment “B”, provided,
however, that such adjustment(s) shall not cause the amount of the total budget
stated in Attachment “B” to be exceeded.

C. Organization shall prepare monthly invoices and submit them
to the City within thirty (30) days after the end of the month in which Organization
provided services. Organization shall attach cancelled checks and other
documentation supporting the charges to each invoice. Failure to submit an invoice
and its accompanying documentation within the 15-day period may result in late
payment from City. Submission of incorrect invoices or inadequate documentation
shall result in the suspension of payment from City. City reserves the right to refuse
payment of an invoice (a) received by it thirty (30) days after the end of the month
in which 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 deifications.

D. If City is unable to draw down funds from HHS for
reimbursement to Organization due to failure of Organization to submit required
fiscal and programmatic documents within thirty (30) days after the end of the
Operational Year, City cannot guarantee payment to Organization. City will not be
obligated to pay Organization for costs incurred unless HHS releases funds to City.
For this reason, failure of Organization to submit the final invoice and certified APR
within thirty (30) days after the end of the Operational Year may result in loss of
reimbursement of funds.

E. City shall have no obligation to pay Organization until and
unless City receives quarterly progress reports that summarizes Organization’s

performance under this Subcontract during the immediately preceding progress
3
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period, and that describes Organization’s progress in providing the services stated
in Attachment “A”.

F. City’s obligation to pay Organization arises only after receipt of
funds from HHS under the Notice of Award.

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

H. Organization shall maintain all records relating to the
performance of this Subcontract in accordance with generally accepted accounting
principles and in the manner prescribed by City. Organization’s records shall be
current, complete and available for extraction from copy, examination, inspection
and audit during its normal business hours, during the term of this Subcontract and
for a period of three (3) years after termination as deemed necessary by the City
Auditor, any other representative of the City, and HHS or any duly authorized
representative of HHS. Organization shall provide access to all documents and
materials relating to City and to Organization’s operations, and Organization shall
provide any information that the City Auditor, other City representatives, HHS, and
HHS'’s representatives require in order to monitor and evaluate Organization’s
performance. Organization shall provide all reports, documents or information
requested by City or HHS within three (3) days after a written or oral request from a
City or HHS representative, unless a longer period of time is otherwise expressly
stated by said representative. Each month, Organization shall submit performance
reports certified by one of Organization’s officers or its Executive Director identifying
the services performed.

l. If examination of these financial and other records by City
and/or HHS reveals that Organization has not used these grant fund for the

purposes and on the conditions stated in this Subcontract, then Organization
4
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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, City will terminate all activities of Organization under this
Subcontract and pursue appropriate legal action to collect the funds. Alternatively,
to the extent City has been refusing payment of any invoices, City may continue to
withhold such funds equal to the amount of improperly used grant funds, regardless
of whether the funds being withheld by City were improperly used.

J. City reserves the right to review and request copies of all
documentation related, directly or indirectly, to the program funded by this
Subcontract, including by way of example but not limited to, case files, program files,
policies and procedures.

K. If Organization spends Seven Hundred Fifty Thousand Dollars
($750,000) or more in Federal grant funds in an Operational Year, then Organization
shall submit an audit report to City in accordance with OMB Super Circular 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 Seven Hundred Fifty Thousand Dollars
($750,000) in Federal grant funds in an Operational Year, submission of the audited
financial statement is required.

5. ORGANIZATION'S OBLIGATIONS.

A. Organization will maintain the confidentiality of records
pertaining to any individual or family that was provided services through the project.
B. Organization, its officers, and employees are not debarred or
suspended from doing business with the Federal Government.
C. Organization will provide information, such as data and reports,
as required by HHS.
6. ANTI-DISCRIMINATION.

A. In the performance of this Subcontract, Organization shall not
5
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discriminate against any employee, applicant for employment or service, or
subcontractor because of race, color, religion, national origin, sex, sexual
orientation, AIDS, HIV status, age, disability or handicap. Organization shall take
affirmative action to assure that applicants are employed or served, and that
employees and applicants are treated during employment or services without regard
to these categories. Such action shall include but not be limited to the following:
employment, upgrading, demotion or transfer; recruitment or recruitment
advertising; lay-off or termination; rates of pay or other forms of compensation; and
selection for training, including apprenticeship.

B. Organization shall permit access by City or any other agency
of HHS, 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 Subcontract.

7. INDEPENDENT SUBCONTRACTOR.

A. In performing services hereunder, Organization is and shall act
as an independent subcontractor and not as an employee, representative, or agent
of 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 City. Organization shall not have any authority to bind City for any purpose.

B. Organization acknowledges and agrees that a) City will not
withhold taxes of any kind from Organization’s compensation, b) City will not secure
workers' compensation or pay unemployment insurance to, for or on Organization’s
behalf, and c) 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.
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8. NON-ASSIGNMENT. This Subcontract 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 City which the City may withhold in its discretion. 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.

0. THIRD PARTY BENEFICIARY.

A. City and Organization understand and agree that this
Subcontract is entered into for the benefit of HHS, and that HHS is hereby expressly
made a third party beneficiary of this Subcontract.

B. Notwithstanding any other provision of this Subcontract, HHS
does not intend for Organization to acquire any rights as a third party beneficiary of
Notice of Award.

10. INDEMNIFICATION.

A. Organization shall indemnify, protect and hold harmless City,
its Boards, Commissions, and their officials, employees and agents (“Indemnified
Parties”), from and against any and all liability, clkaims, demands, damage, loss,
obligations, causes of action, proceedings, awards, fines, judgments, penalties,
costs and expenses, arising or alleged to have arisen, in whole or in part, out of or
in connection with (1) Organization's breach or failure to comply with any of its
obligations contained in this Agreement, or (2) negligent or willful acts, errors,
omissions or misrepresentations committed by Organization, its officers,
employees, agents, subcontractors, or anyone under Organization’s control, in the
performance of work or services under this Agreement (collectively “Claims” or
individually “Claim”).

B. In addition to Organization's duty to indemnify, Organization
shall have a separate and wholly independent duty to defend Indemnified Parties at

Organization’s expense by legal counsel approved by City, from and against all
7
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Claims, and shall continue this defense until the Claims are resolved, whether by
settlement, judgment or otherwise. No finding or judgment of negligence, fault,
breach, or the like on the part of Organization shall be required for the duty to defend
to arise. City shall notify Organization of any Claim, shall tender the defense of the
Claim to Organization, and shall assist Organization, as may be reasonably
requested, in the defense.

C. The provisions of this Section shall survive the expiration or
termination of this Subcontract.

11. INSURANCE.

A. Without limiting Organization’s indemnification of HHS, and
during the term of this Subcontract, Organization shall provide and maintain at its
own expense the following programs of insurance 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. Such programs and evidence of
insurance shall be satisfactory to HHS and the City, and shall be primary to, and not
contributing with, any other insurance maintained by HHS.

i. Commercial general liability insurance (equivalent in
scope to ISO form CG 00 01 11 85 or CG 00 01 1093) in an amount not less
than One Million Dollars ($1,000,000) per occurrence and Two Million Dollars
($2,000,000) general aggregate. Such coverage shall include but not be
limited to broad form contractual liability, cross-liability, independent
contractors liability, and products and completed operations liability. Such
insurance shall neither exclude claims of sexual abuse or misconduct nor
include a sublimit lesser than the per claim limit for claims of sexual abuse or
misconduct. The City, its Boards and Commission, and their officials,
employees and agents shall be named as additional insureds by

endorsement (on the City’'s endorsement form or on an endorsement
8
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equivalent in scope to ISO form 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 Commission, and their officials, employees and agents.

ii. Workers' Compensation insurance as required by the
California Labor Code.

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

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

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

If delivering services to minors, seniors, or persons with disabilities,
Organization’s Commercial General Liability insurance shall not exclude coverage
for abuse and molestation. If Organization is unable to provide abuse and
molestation coverage, it can request a waiver of this coverage from the City. The
City’'s Risk Manager will consider waiving the requirement if Organization can
demonstrate to the satisfaction of the City’'s Risk Manager that Organization has no
exposure, that the 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 Health and
Human Services, 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 Commission, and their
9
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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 under this
Contract maintain insurance in compliance with this Section unless otherwise
agreed in writing by the City’s Risk Manager or his/her designee.

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

E. Any modification or waiver of these insurance requirements
shall only be made with the approval of the City's Risk Manager or his/her designee.
Not more frequently than once a year, the City's Risk Manager or his/her designee
may require that Organization, Organization’s contractors and subcontractors

change the amount, scope or types of coverages if, in his or her sole opinion, the
10
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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

12.  HIPAA BUSINESS ASSOCIATE AGREEMENT. The Health

Insurance Portability and Accountability Act of 1996, as amended (“HIPAA”) is applicable
to the services under this Subcontract, and Organization shall execute and deliver City's
standard Business Associate Agreement as required by HIPAA.

13. HHS REPORTS. City shall facilitate the submission of all reports

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

14. NOTICES. All notices given hereunder this Subcontract shall be in
writing and personally delivered or deposited in the U.S. Postal Services, certified mail,
return receipt requested, to City at 2525 Grand Avenue, Long Beach, California 90815 Attn:
Human Services Bureau Manager, and to Organization at the address first stated above.
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 for other notices.

156. MISCELLANEQOUS.

A. The City Manager or designee is authorized to administer this
Subcontract and all related matters, and any decision of the City Manager or
designee in connection herewith shall be final.

B. Organization shall have the right to terminate this Subcontract
11
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at any time for any reason by giving thirty (30) days' prior notice of termination to
City, and City shall have the right to terminate all or any part of this Subcontract at
any time for any reason or no reason by giving thirty (30) days' prior notice to
Organization. If either party terminates this Subcontract, all funds held by
Organization under this Subcontract which have not been spent on the date of
termination shall be returned to City.

C. This document constitutes the entire understanding of the
parties and supersedes all other agreements, oral or written, with respect to the
subject matter herein. This Subcontract shall not be amended, nor any provision or
breach hereof waived, except in writing by the parties which expressly refers to this
Subcontract.

D. This Subcontract shall be governed by and construed pursuant
to the laws of the State of California.

E. This Subcontract including all exhibits shall not be amended,
nor any provision or breach hereof waived, unless in writing signed by the parties
which expressly refers to this Subcontract.

F. In the event of any conflict or ambiguity between this
Subcontract and an exhibit, the provisions of this Subcontract shall govern.

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

Subcontract.

12
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IN WITNESS WHEREOF, the parties hereto have caused this document to

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

;@lon
Septumbes” (o 2019 By

INTERVAL HOUSE, a California nonprofit

0}-

Name__ (A0’
Title. EXEOUTIVE DIRECTDIL

, 2019 By

Name
Title

“Organization”

CITY OF LONG BEACH, a municipal

TMA:db A19-04877
01061196.docx

Clty Manager

/0{/ gl KRR T P

ﬂCity"

This Subcontract is approved as to form on ﬁa?é&ﬂ 2 , 2019.

IN, City Attorney

Deputy

13
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INTERVAL HOUSE

)111(}() We oY
(risis Shelters & Centers for Victims of Domestic Violence

INTERVAL HOUSE
RESOLUTION OF THE GOVERNING BOARD

WHEREAS:

Interval House, a non-profit corporation, is eligible and to apply for grants or
funding from federal, state, county, city or private entities during the 2019-2020
fiscal year;

RESOLVED THAT:

1. The Board of Directors of Interval House hereby authorizes Carol Anne Williams,
Executive Director, to apply for any grants or funding applications in accordance
with the program statute, regulations and all requirements.

2. If the grant or funding application is approved, the Board of Directors authorizes
Carol Anne Williams, Executive Director, to sign contracts and amendments,
modifications, and extensions with the funding agency on behalf of Interval
House’s Board of Directors.

3. If the grant or funding application is approved, the Board of Directors of
Interval House hereby authorizes the use of funds for eligible activities in the
manner presented in the application as approved and in accordance with the
program statute and the contracts,

"

PASSED AND ADOPTED at a regular Board of Directors meeting of Interval House
this eight (8'") day of May 2019 by the following vote:

\

AYES: i5 ABSTENTIONS: 0
NOES: 0 ABSENT: 0
g\Dmuzu\/ WMV% 5 / 8 / 19
Donna Melody, President of th oard Date

Post Office Box 3356 * Seal Beach, CA 90740 = Phone 562.594.9492 ° Fax 562.596.3370 ¢ Email admin@intervalhouse.org



ATTACHMENT A

2019-2020 Scope of Work Life Coaching Fundamentals of Fatherhood Project (LCFFP)
Interval House

Project Partner Contact Information
interval House

6615 E. Pacific Coast Hwy, #170

Long Beach, CA 90803

Phone: 562.594.9492; Fax: 562.596.3370

LCFFP Project Goals

Goal 1 Build program capacity and community awareness by establlshmg a networked fatherhood response in
the City of Long Beach.

Goal 2 Strengthen and sustain stable economic and healthy environments for children bydeveloping and
enhancing fathers’ positive, involved, nurturing and authoritative parenting and co- parenting sk|lls, as well as
the job and career readiness and employment of these fathers : ,

Goal 3 Conduct performance measure/ continuous quahty assurance practices to assess and reahgn LCFFP
project processes.

Interval House Staff Positions for LCEFP Project (9/30/19 —9/29/20)
e |PV Educator {DV Advocate)

2019-2020 Objectives:

Obj. 1: Facilitate Intimate Partner Violence (IPV) workshops for all LCFFP cohorts by September 29,
2020.

Activity 1: Interval House will facilitate IPV session, which is embedded in the Nurturing Fathers
curriculum, for each scheduled cohort during the fiscal year ending September 29, 2020.

Activity 2: Interval House will provide a minimum of 20 IPV consultations for LCFFP staff and
participants tailored based on needs identified through referral protocol.

Obj. 2: Attend Project/Program Meetings
Activity 1: Staff will participate in monthly project partner meetings.
Activity 2: Staff will participate in monthly Continuous Quality Improvement (CQl) meetings.
Activity 3: Staff will participate in all required program trainings.
Obj. 3: Monitoring and Reporting
Activity 1: Staff will collect data, as required by grantor and for CQJ purposes.

Activity 2: Staff will provide quarterly reports on program activities for Project reports.

Page 1 of 2




Obj 4: Billing/Invoicing
Activity 1: Interval House will invoice on a monthly basis as required by LBDHHS.

Activity 2: interval House will provide support documentation that includes but not limited to
monthly data of LCFFP fathers that were referred to Interval House and the services rendered

for invoicing purposes.

Page 2 of 2



ATTACHMENT B

Interval House
Life Coaching and the Fundamentals of Fatherhood Project - Year 5
Subcontractor Budget

1. Agency Name: Interval House
2. Agency Address: 6615 E. Pacific Coast Hwy #170, Long Beach, CA 90803
3. Operational Period : 8/30/2019 to 9/29/2020

Item Budget

DV Advocate 0.250 15,000

1
2.
3.
4

5 Fringe Benefits @ 27.27%

TOTAL PERSONNEL COST

1. -

TOTAL OPERATING COST .

DIR

1. 10% of Total Direct Costs 1,909

TOTAL BUDGET




ATTACHMENT B

Life Coaching Fundamentals of Fatherhood Project — Year 5

Interval House Budget Narrative

Category

Cost

Personnel Costs

DV Advocate

($60,000 yearly salary x .25 FTE)

DV Advocate will facilitate sessions for LCFFP cohorts and
provide IPV consultations to L.CFFP staff and participants.

Benefits (27.27%)
(Total salaries of $15,000 x 27.27%)

Benefits include FICA, State Unemployment, Workers
Compensation, Medical Insurance, Retirement, and Life
Insurance

Total Personnel Costs

Indirect Costs
10% of Total Direct Costs
(Total direct costs of $19,091 x 10%)
Indirect charges of 10% of salaries and benefits.

Total:

$15,000

$4,091

$19,091

$1,909

$21,000
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Administration for Children and Families
Office of Family Assistance
New Pathways for Fathers and Families

HHS-2015-ACF-OFA-FK-0993
Application Due Date: 07/07/2015



New Pathways for Fathers and Families
HHS-2015-ACF-OFA-FK-0993
TABLE OF CONTENTS

Overview
Executive Summary
1. Program Description
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Department of Health & Human Services
Administration for Children and Families

Program Office: Office of Family Assistance

Funding Opportunity Title: New Pathways for Fathers and Families
Announcement Type: Initial

Funding Opportunity Number: ~ HHS-2015-ACF-OFA-FK-0993
Primary CFDA Number: 93.086

Due Date for Applications: 07/07/2015

Notices:

o Applicants are strongly encouraged to read the entire funding opportunity announcement
(FOA) carefully and observe the application formatting requirements listed in Section IV.2,
Content and Form of Application Submission. For more information on applying for grants,
please visit ""How to Apply for a Grant" on the ACF Grants Page at
http://www.acf.hhs.gov/grants/howto,

The Department of Health and Human Services (HHS), Administration for Children and Families (ACF),
Office of Family Assistance (OFA) is announcing the solicitation of applications for the competitive
award of demonstration grants that support responsible fatherhood activities designed to improve
outcomes for fathers and families as authorized by the Claims Resolution Act of 2010 (Pub. L, 111-291),

Grants awarded under this FOA will fund New Pathways for Fathers and Families (New Pathways)
programs to strengthen positive father-child engagement, improve employment and economic mobility
opportunities, and improve healthy relationships (including couple and co-parenting) and marriage. In
addition to responsible fatherhood’s core services and skills (communication, character building,
interpersonal relationships, parenting, economic stability, and conflict resolution) applicants are
encouraged to partner with human service agencies and community organizations, These collaborations
will help organizations provide comprehensive services to address the social, emotional, and economic
stability needs of fathers and their target communities. Economic stability activities include employment,
job training, and job skills development. Social and emotional needs refer to services including, but not
limited to, partnerships with and referrals to mental health, substance abuse treatment, and
trauma-informed care systems.

ACF developed short- and long-term outcomes for all New Pathways. ACF expects that applicants will
demonstrate how their proposed program elements and activities directly align with the desired
programmatic outcomes contained in the FOA. (see Section I. Program Description, Program Purpose
and Scope, Programmatic Outcomes for more information.)

These grants will provide 1 year of funding based on currently available funds, ACF intends to support
successful programs through annual, non-competitive continuation applications for a S-year project period,
subject to the appropriation of additional funds not contained in the current authorizing legislation. (see
Section II. Federal Award Information, Non-Competitive Continuation for additional information.)

This is one of four Healthy Matrriage and Responsible Fatherhood FOAs.
The Healthy Marriage FOAs are:
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Healthy Marriage and Relationship Education Grants (HHS-2015-ACF-OFA-FM-0985); and National
Center for Healthy Marriage and Relationship Education (HHS-2015-ACF-OFA-FH-0990).

The Responsible Fatherhood FOAs are:

New Pathways for Fathers and Families (HHS-ZOlS-ACF-OFA-FK-O993); and Responsible Fatherhood
Opportunities for Reentry and Mobility (ReFORM) (HHS-2015-ACF-OFA-FO-0992).

The principal distinction between this FOA and the FOA for ReFORM is that the ReFORM FOA targets
formerly incarcerated fathers. ‘

Note; Section 403(a) of the authorizing legislation uses the term "Responsible Fatherhood Grants."
Therefore, throughout this FOA, ACF uses the terms "fatherhood" and "fathers." However, as described in
Section I, Program Description, Post-Award Requirements, Program Access, programs funded under this
FOA must offer services on an equal basis to eligible fathers and mothers.

Statutory Authority
The statutory authority for this program is the Claims Resolution Act of 2010 (Pub. L. 111-291),

Description
BACKGROUND

Studies have shown that involved fathers provide practical support in raising children and serve as models
for their development (The Effects of Father Involvement, Allen and Daly, 2007). Children with involved,
loving fathers are significantly more likely to do well in school, have healthy self-esteem, and exhibit
empathy and pro-social behavior compared to children who have uninvolved fathers.

In the United States today, however, one out of every three children — over 24 million in total — lives in a
home without their biological father present (U.S. Census Bureau, America's Families and Living
Arrangements, 2011). The presence and involvement of a child’s parents protects children from a number
of vulnerabilities. More engaged fathers—whether living with or apart from their children—can help
foster a child’s healthy physical, emotional, and social development (Handbook of Father Involvement.
Multidisciplinary Perspectives, Second Edition, Cabrera and Tamis-Lemonda, 2012), While evidence
shows that children benefit most from the involvement of resident fathers, research has also highlighted
the positive effect that nonresident fathers can have on their children’s lives (U.S, Department of Health
and Human Services, The Importance of Fathers in the Healthy Development of Children, 2006).

In view of the challenges and opportunities presented by these findings, ACF, through the New Pathways
program, will continue to fund responsible fatherhood efforts designed to strengthen positive father-child
engagement, improve social and economic outcomes for fathers and their families, improve healthy
relationships (including couple and co-parenting) and support family formation and strengthening through
healthy marriage education and activities. The New Pathways program also reflects the priorities
articulated in the President's My Brother’s Keeper (MBK) initiative, which focuses on identifying
methods for young people to reach their full potential, including by removing barriers to success

and economic mobility for men and boys of color (See https: //www. whitehouse, gov/ my- ;brothers-

- keeper).

The Claims Resolution Act of 2010 (CRA) authorizes funding for three specific “Promoting Responsible
Fatherhood” activities: responsible parenting, economic stability, and healthy marriage. The following is
a list of the CRA activities, Each activity includes several elements, which may be combined to
accomplish the outcomes described in this FOA.
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Responsible Parenting - Activities to promote responsible parenting, such as:

o Counseling, mentoring, and mediation;

e Disseminating information about good parenting practices;
o Skills-based parenting education;

e Encouraging child support payments; and

e other methods.

Economic Stability - Activities to foster economic stability, such as:

o Helping fathers improve their economic status by providing activities such as work first services,
job search, job training, subsidized employment, job retention, job enhancement, and encoutaging
education, including career-advancing education;

o Dissemination of employment materials;

o Coordination with existing employment services such as welfare-to-work programs, referrals to
local employment training initiatives; and

e other methods.

Healthy Marriage - Activities to promote marriage or sustain marriage through activities, such as:

¢ Counseling, mentoring, disseminating information about the benefits of marriage and two-parent
involvement for children;

o Enhancing relationship skills;

 Education regarding how to control aggressive behavior;

¢ Disseminating information on the causes of domestic violence and child abuse;

o Marriage preparation programs;

e Premarital counseling;

e Marital inventories;

e Skills-based marriage education;

e Financial planning seminars, including improving a family’s ability to effectively manage family
business affairs by means such as education, counseling, or mentoring on matters related to family
finances, including household management, budgeting, banking, and handling of financial
transactions and home maintenance; ‘

e Divorce education and reduction programs, including mediation and counseling.

(See Section 1V.2. Part II. The Project Description, Approach for additional information.)
PROGRAM PURPOSE AND SCOPE

In recent years, ACF has funded responsible fatherhood programs designed to help fathers establish or
strengthen relationships with their children, improve long-term economic stability, and overcome obstacles
and barriers that prohibit them from being the most effective and nurturing parents,

Well-designed programs funded under this FOA will identify strategies to determine an appropriate set of
activities for each participating father, Funds must be used to support and integrate all three authorized
activities (i.e., responsible parenting, economic stability, and healthy marriage and relationship education)
to fathers, particularly low-income adult fathers, and fathers between the ages of 16 and 24. Applicants are
not required to implement all of the elements listed under the three authorized activities, but must select
one or mote elements under each activity. ACF seeks proposals that will expand efforts and incorporate
lessons emerging in related fields, including how adverse early experiences and trauma may influence the
lives and behaviors of program participants.

Programmatic Qutcomes

ACF has identified key short- and long-term outcomes related to implementation of the New Pathways
programs and has posted a link to proposed standardized performance measures at www.famlecross-site
.info. Well-designed programs funded under this FOA will include approaches in their application
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narrative and logic model that align with desired programmatic outcomes identified in this FOA. The
emphasis on specific programmatic outcomes is intended to enhance evaluation of the New Pathways
program (both local and national) and strengthen program design (see Section 1. Program Description,
Post-Award Performance Measure Data and Evaluation Requirements, Local Evaluation and Federal
Evaluation for additional information).

ACF's desired short-term outcomes include:

o improved healthy relationship and marriage skills;

¢ improved parenting and co-parenting skills;

s increased frequency of father/child engagement;

o increased financial responsibility of fathers;

o progress toward greater economic stability, including increased skill attainment and employment;
and

o reduced recidivism (as appropriate).

ACF’s long-term outcomes include:

o improved family functioning (couple relationships, parenting, and co-parenting);
o improved adult and child well-being;
e increased economic stability and mobility;
e reduced poverty; and
e reduced recidivism (as appropriate),

Enhanced performance data collection, and local and national evaluations complement the emphasis on
achieving short-and long-term programmatic outcomes, ACF has a learning agenda for the New Pathways
program that focuses on expanding the knowledge base to improve programming, ensuring continuous
quality improvement, and increasing positive outcomes for fathers, couples, families, and children.

(See Post-Award Requirements, Performance Measure Data and Evaluation, Local Evaluations

and Federal Evaluation later in this section for more information.,)

The following examples are designed to assist applicants in developing short-term outcomes that will be
incorporated in their overall program design and logic model, These examples apply to healthy marriage
and/or responsible fatherhood, and are not intended as a preferred or exhaustive list. Outcome measures
can be taken from the pre-post surveys, which may also found at www.famlecross-site.info, For example:

e “increased frequency of talking with a child about things sthe is interested in” would be an example
of a parenting short-term outcome (other parenting measures may be found in section A of the
pre-post survey);

o “increased proportion of participants who use a written budget to plan spending” would be an
example of an economic stability short-term outcome (other economic stability measures may be
found in section B of the pre-post survey); and

« “increase in the proportion of participants who are satisfied in the way they handle conflict with
their partner/spouse” would be an example of a relationship/marriage short-term outcome (other
healthy marriage/relationship measures may be found in section C of the pre-post survey).

Responsible Parenting

There is significant research that shows the importance of father involvement in the life of a child (Allen
and Daly, 2007). A father’s ability to engage in healthy relationships and positive parenting is critical to
family stability. Everyday life situations can create obstacles to obtaining the necessary relationships and
parenting skills and cause families to separate, leading to father absence. There is also mounting evidence
that shows that father involvement is associated with higher educational attainment and other positive
outcomes among older children and youth (Outcomes of Father Involvement, Fatherhood Institute, 2005),
Fathers’ involvement during critical adolescent years is linked to children's decreased likelihood for drug
use, behavioral problems in school, and participation in risky behaviors,
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Responsible parenting activities include using skills-based fatherhood curriculum designed tq help fathers
learn and apply skills that assist them in fulfilling their roles and responsibilities as fathers, reinforce
parental practices that advance child well-being, and improve father-child relationships. ACF is also
interested in strategies such as counseling and mentoring to reinforce parenting skills and advance child
well-being, These strategies may be designed to address related issues and limitations that may affect
father-child and/or family relationships.

Employment, Economic Stability and Mobility

ACF has emphasized the importance of activities related to employment and economic stability in the
previous Pathways to Responsible Fatherhood grants. Economic pressures and instability contribute to
diminished financial support, and relationship (including father-child and couples) and marital
dysfunction. ACF continues to seek proposals with comprehensive employment and economic
mobility-focused services.

Further, ACF is interested in programs that include job-driven program components that: (1) build from a
solid understanding of local economic conditions and economic growth sectors; (2) include connections to
education and training opportunities aligned to these sectors; (3) incorporate partnerships with employets
in targeted sectors to increase the likelihood of placement and retention in work; and (4) use
evidence-based or research-informed programs and practices. New Pathways programs are strongly
encouraged to include other partners that can also provide resources or expertise.

Examples of strategies to include in the design of an employment component include, but are not limited
to:

o Identifying in-demand occupations through the use of up-to-date, publicly available labor market
information;

o Aligning education and training approaches and partnerships to growth sectors identified through
labor market analysis;

o Partnering or networking with employers in growth industries, such as technology, health science,
construction, entrepreneurial oppottunities, and other income-generating alternatives;

o Coordinating with local businesses, One-Stops, or employment training agencies;

o Partnering with adult education agencies, community colleges, and other education service
providers with the goal of participants receiving a GED, certificates, and/or other education and
career advancing opportunities;

o Partnering with institutions that offer opportunities for advanced vocat10na1 training and
certifications; and

o Collaborating with Workforce Investment Boards (WIB) and other employment agencies.

ACF is also interested in project designs that incorporate opportunities for subsidized or unsubsidized
employment for fathers participating in the New Pathways programs. Where subsidized employment is
included as a part of the comprehensive employment services, program models will ensute that fathers
participate in responsible fatherhood classes, case management, follow-up, or program

supports throughout the duration of the participant's enrollment in the subsidized employment program,
Comprehensive subsidized employment includes clear descriptions of how the program will impart
marketable job skills that will assist the individual in obtaining permanent unsubsidized employment.
Grant funds may be used to provide employment subsidies for participants who are enrolled in the
responsible fatherhood program and who are receiving other appropriate services in the program. Wages
for eligible participants must be at or above the state or federal minimum wage

(See Section VIII. Other Information, Additional Resources, Employment and Economic Stability
Resources for more information and a toolkit on strategies for improving family economic stability

and Building Financial Capabilify for more information and an interactive resource guide on integrating
financial capability into programs.)

Healthy Marriage and Relationship Education
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Relationship skills and healthy marriage education programs typically work with both members of a
couple when they are still in a relationship together. Research suggests that fathethood programs that
incorporate healthy martiage and relationship education may ultimately increase fathers’ long-term
engagement with their children, the income available to the child, and child well-being (Policies that
Strengthen Fatherhood and Family Relationships, Knox, Cowan, A., Cowan, C,, and Bildner, Manpower
Demonstration Research Corporation, 2010).

Healthy marriage and relationship education programs are designed to bolster the relationship quality

for couples by improving specific skills, such as handling conflict and engaging in supportive behaviors
toward one another, Changes in the couple relationship could improve children’s emotional security and
social-emotional development through (1) improved co-parenting (cooperative parenting); (2) less
mismanaged parental conflict; (3) increased willingness of a father to be engaged in family life; (4)
increased engagement by a father in parenting the child; or (5) improved quality of parenting by mother or
father (due to improvement in the overall climate of the home or patents’ genetalization of their new
relationship skills to their relationships with the child) (Knox, Cowan, Cowan and Bildner, 2010). As a
result, improvements in the couple relationship may ultimately increase the quality or quantity of the
fathers’ engagement with his children, whether such improvememnts increase the amount of time they
actually live with their children, the amount of time they spend together if they do not live together, or the
quality of the father-child relationship whenever they are together (Knox, Cowan, Cowan and Bildner,
2010).

Healthy relationships with spouses, partners, and children can also have positive effects on employment,
and earnings, Likewise, employment, earnings, and economic stability can positively affect the health of
relationships with spouses, partners, and children. ACF is particularly interested in programs that
incorporate strategies to help fathers develop skills to strengthen and manage relationships with their
children and other important individuals in their lives (co-parent, employer, and family members).

Other Program Components
Overall Program Design

ACF seeks clear, well-designed proposals that provide thorough descriptions of how the approach will be
implemented. Important factors to consider include:

o reasonable plans fot project marketing and outreach;

e a patticipant recruitment plan;

e a description of the type of activities and services to be offered;

o staffing and training plans;

e partnerships with other organizations;

e programs that are appropriately tailored to the characteristics of the target population, including
formetrly incarcerated fathers and their families;

o desctiptions of curricula, intake and assessment process, frequency and/or intensity of services to be
provided, and service delivery format; and

o case management and program supportive services.

Partnerships and Program Collaboration

Partnerships are an important asset to consider in the design and implementation of a program. Strong
partnerships are critical to maximizing the effectiveness of a program through leveraging resources,
building community support, and increasing access to eligible target population(s). ACF is particularly
interested in programs that obtain or use other funding sources to enable the provision of comprehensive
support services when the cost of these services is not allowable under this funding.

It is important that the applicant's assessment of the community needs and target population align with
those of partnering organizations, Effective partnerships can contribute a wide array of knowledge and
activities to each program, and partner organizations should work together to ensure that they utilize each
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other's expertise and resources. ACF encourages applicants to consider partnerships with federal initiatives,
local agencies, and/or other community programs as part of the overall implementation plan and project
design. Examples of key strategic partners include, but are not limited to:

e One-Stop Centers, Workforce Investment Boards (WIB), and other Workforce Innovation and
Opportunity Act-funded employment training programs;

o State, local, and tribal Temporary Assistance for Needy Families (TANF) agencies;

o State, local, and tribal child support agencies;

o Child welfare agencies and organizations;

e Domestic violence organizations;

e Legal aid and community action agencies;

e Criminal justice agencies (including youth detention centers, prisons, jails, pre-release centers,
courts, probation, parole);

e Local substance and mental health agencies; and

o Public health services.

Trauma-Informed Care

Cutrent Responsible Fatherhood grantees have observed that a number of program participants have
experienced early trauma or adverse experiences that may affect their relationships as adults, their skills as
parents, and their success in the workforce. Examples of adverse childhood experiences include abuse,
neglect, and a range of other dysfunction within the home, such as witnessing domestic violence, or
growing up in a home where substance abuse occurs. ACF is interested in program designs that take into
consideration lessons emerging from related fields, including trauma, or indicators of trauma and how
these expetiences may influence the lives and behaviors of program participants. Through the
incorporation of appropriate community-based trauma-informed supports, ACF hopes to increase
participant success in New Pathways programs and improve interpersonal (including parenting) skills,
social skills, employment, and economic mobility.

While grantee organizations cannot use funds awarded under this grant to provide behavioral or mental
health care or treatment related to trauma or early adverse experiences, ACF is particularly interested in
applicants with a demonstrated ability to coordinate and integrate case planning and service delivery with
apptoptiate providers within the community.

Program Supportive Services and Case Management

ACF is particularly interested in funding projects that include case management strategies that either
provide or link to a broad array of community-centered supportive services. These components may
range from regular participant contact to facilitate program retention, completion, and access to needed
suppott services, to more intensive services related to employment and economic stability. Adolescent
and young adult fathers and expectant fathers with multiple concerns may particularly benefit from case
management, Therefore, programs providing targeted services to at-risk young fathers and expectant
fathers are expected to provide case management and support services.

At-risk young fathers with multiple and current concerns who find it difficult to access needed support
services may patticularly benefit from case management (School-based Case Management, Smith,
National Dropout Prevention Center, 1995). Therefore, programs providing targeted services to at-risk
young fathers are expected to provide case management and support services. In contrast, programs that
provide services to young fathers within the broader youth population in a traditional high school setting
may determine that the provision of supportive services and case management is unnecessary—given the
duration of sessions and the limited interaction or access to the students.

Some support services that address needs of program patticipants cannot be funded by this grant, ACF
expects that program designs will likely include strategies to provide and manage support services through
other funding, or partner with organizations that can provide the services. For example, since providing
trauma-informed behavioral health care, mental health treatment (as stated previously), child support
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payments, and substance abuse treatment are not allowable uses of funds, grantees are encouraged to
pal“mer with public and community-based organizations to provide participants with access to these
services,

Housing

Stable housing is a key factor associated with increased parent-child contact, family stability, and the
successful transition of formerly incarcerated fathers into the community, Stable housing may also be
needed by fathers without incarceration histories, including young fathers. Applicants whose target
populations may include homeless, "doybled-up" (e.g., combined households with at least on additional

adult person who is not enrolled in school ot not a spouse or partner) and reentering fathers (or young
fathers, including those ate at-risk fathers) are strongly encouraged to engage multiple partners within the
community to address this objective and demonstrate the ability to connect participants to transitional,
temporaty, or permanent housing, Partnerships are particularly essential for the provision of housing as
grant funds may not be used to subsidize housing, or provide housing vouchers or rental assistance under
this grant,

Child Support

Many fathers served by responsible fatherhood programs ate in the child suppott system or have child
support obligations. There are potential benefits in establishing strong, positive collaborations between
fatherhood programs and local child support agencies. These collaborations can ensure that fathers
understand their rights and responsibilities in the child support program, Collaboration may also involve
reviewing child support orders to ensure that they are realistic, suspending enforcement remedies while
fathers successfully participate in the program, and reducing state-owed child support arrears for fathers
who have reached program milestones. Moreovet, effective economic stability activities in fatherhood
programs can enhance a father’s ability to pay support. These collaborations can strengthen the
father/child relationship and, ultimately, increase the economic well-being of children, As stated
previously, providing funding for child suppott payments is not an allowable use of grant funds,

PARTICIPANT ELIGIBILITY AND TARGET POPULATIONS

Eligible participants are biological fathers, expectant fathers, adoptive fathers, stepfathers, or a person
who is acknowledged as a father figure (e.g., grandfather or foster father) for a dependent child or young
adult child up to 24 years of age.

While participant eligibility is not limited to the following populations, ACF has a particular interest in
programs that target:

o Fathers and young fathers receiving TANF assistance, as well as those who have previously
received, or who are eligible to receive TANF assistance;

o Active-duty military and veteran fathers; and

e Low-income, at-risk fathers and young fathers, including high school dropouts; young fathers
involved with the juvenile justice systems; fathers who are in, or aging out of, foster care;
non-custodial and custodial single fathers; and refugee and other immigrant fathers.

Special Interest in Serving At-Risk Young Fathers:

Over the past 3 years, ACF program data for Responsible Fatherhood and Fatherhood Ex-Prisoner Reentry
grantees indicate that of the 75,000 fathers enrolled in programs, approximately 11,830 young fathers
between the ages of 18 and 24 participated in relationship, patenting, co-parenting, job readiness services,
and skill development, These numbers and additional analyses suggest that there remains a need for
targeting responsible fatherhood services to fathers as young as 16 and up to 24 years of age and who face
one or more of the following risk factors: are neither in school nor working, have a history with the
criminal justice system, ot have mental or health conditions (The Economic Value of Opportunity Youth,
Belfield, Levin and Rosen, Civic Enterprises, 2012).
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Youth approaching adulthood face complex life decisions with long-lasting consequences. In particular,
the choices they make regarding education, employment, and family formation can affect their likelihood
of becoming productive, well-functioning, and self-sufficient adults (Labor Market Qutcomes and
Transition to Adulthood, Danziger and Ratner, Future of Children, 2010), The path to self-sufficiency is
especially difficult for male youth who become teenage fathers and are at high risk of dropping out of
school, engaging in delinquent or criminal behavior, and abusing drugs or alcohol, all of which may limit
their prospects for labor market success (Kids Having Kids, Hoffman and Maynard, Urban Institute 2008;
Leave No Youth Behind, Epstein and Greenberg, Center for Law and Social Policy, 2003).

To respond to these issues, ACF has an interest in funding organizations that are adept at serving at-risk
young fathers. The goal is to help young fathers successfully transition to adulthood by strengthening
their relationship skills and their employability. Relevant relationship activities include relationship
education and skills, healthy marriage education, and parenting education. Employment and economic
mobility strategies include job readiness, employment training, careet pathways, subsidized and
unsubsidized employment, and other work and career advancement activities appropriate for or targeted to
young fathers. ACF encourages applicants to provide these services through strong partnership and
collaboration efforts. However, applicants with demonstrated experience may provide these services
themselves.

POST-AWARD REQUIREMENTS
Program Access

In providing services to cligible persons, grantees may not discriminate on the basis of the potential
participant's race, gender, age, disability, or religion, Grantees cannot, on the basis of race, gender, age,
disability, or religion, discriminate in determining eligibility, benefits, or services provided, or applicable
rules. The projects and activities assisted under these awards must be available to mothers and expectant
mothers who are able to benefit from the activities on the same basis as fathers and expectant fathers,

Further, recruitment activities and materials promoting the availability of ACF-funded Responsible
Fatherhood services must be carried out in a manner that is consistent with these non-discrimination
requirements. Any materials designed to be individually distributed, posted or expressed in order to
promote the availability of ACF-funded Responsible Fatherhood services, such as fliers, pamphlets,
advertisements, public service announcements (PSAs) and similar items, must include the following
eligibility statement: "These setvices are available to all eligible persons, regardless of race, gender, age,
disability, or religion."

Domestic Violence and Child Maltreatment

Addressing domestic violence, intimate partner violence, dating violence, and child maltreatment are
important components of New Pathways progtams. The 2010 National Survey of Intimate Partner and
Sexual Violence Survey found that more than one in three women (35.6 percent) and more than one in
four men 28.5 percent) in the United States have experienced rape, physical violence, and/or stalking by
an intimate partner in their lifetime. Given these high rates, it is likely that New Pathways grantees will
setve one or mote individuals who are experiencing or have experienced domestic violence,

Working collaboratively with domestic violence experts, New Pathways programs can ensure that: (1) all
program participants are provided accurate information about domestic violence/dating violence,
including where to go for needed support or services; (2) all program participants are provided appropriate
and safe opportunities to disclose if they are or have been victims of domestic violence or dating violence;
and (3) progtam staff and volunteers receive adequate training to respond effectively by

offering appropriate refetrals to domestic violence services when approptiate, Examples

of comprehensive approaches to address domestic violence may include, but are not limited to:

o Comprehensive training to staff on how domestic violence impacts their program participants and
what to do if domestic violence is disclosed by either the perpetrator or the victim, either after initial
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screening or later in the program;

« Memotandum of Understanding with a local domestic violence agency that describes the role(s) and
responsibilities of each entity (including training, protocol development, and reporting), and
identifies the resources that each will be responsible for bringing to the program;

» Safety planning to prepare for and respond to possible disclosed incident of domestic violence or
dating violence and crisis intervention, and referrals to other community-based domestic violence
services;

o Comprehensive domestic violence screening and assessment as a first step in providing setvices and
interventions. Those grantees that lack the organizational expertise to respond to matters of domestic
violence are expected to make referrals to appropriate community agencies;

« Consistent and effective development and implementation of domestic violence protocols and
collaboration with service providers;

o Cross-agency tefetrals; a screening tool to be used during the intake process that focuses on the
safety and support of domestic violence victims; curticulum modules that focus on healthy
relationships and identifying domestic violence; and

o Regular staff training on domestic violence; development of training on the reporting of child abuse;
or integration of a domestic violence staff provider on site.

Grantees ate requited to consult with experts in domestic violence of relevant community domestic
violence coalitions in developing the programs and activities. Grantees are also expected to consult with
expert or relevant organizations on the prevention, detection, and appropriate response to child
maltreatment, and should be familiar with their state's reporting requirements for child abuse and neglect.

Geographic Location |

Grantees must directly, or through their affiliates or project pattnets, have a physical presence in a
community, city, or county where services are provided. For purposes of this FOA, ACF defines physical
presence as a demonstrated ability to provide direct monitoring and oversight of the setvice provision;
staff and facilitator training; and programmatic, legal, and regulatory compliance in the geographic area or
areas an applicant proposes to serve.

Voluntary Participation

Grantees are required to ensure that participation in the program is voluntary and that they will inform
potential participants that their involvement is voluntary. ‘ -

Entrance Conference, Biennial Peer Meeting, and Roundtables

Grantees are expected to attend the entrance conference and biennial peer meetings in Washington, DC,
The entrance conference will be held approximately 90 days from the date of grant award. The Authorized
Organizational Representative (AOR), Project Director, fiscal staff, the program’s local evaluator
(described under Performance Measure Data and Evaluation, Local Evaluation later in this section), and
petson responsible for inputting data must attend this conference.

Biennial training and technical assistance meetings will occur in the 2nd and 4th years of the project
period. The Project Director and up to two additional key staff (e.g., facilitators, case managers, local
evaluator) must attend the biennial meetings. '

During the 3rd and Sth years, OFA expects to host regional roundtables to provide peer-focused technical
assistance and training. The Project Director and up to two additional key staff must attend the regional
round tables.

Planning Period

Grantees will be given up to 9 months for intensive and comprehensive planning, Planning activities
include, but are not limited to:

o Finalizing Memoranda of Understanding (MOUs), interagency and/or third-pasty agreements;
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e Undertaking procurement activities;

o Hiring and training staff;

o Obtaining security clearances for program staff to work with correctional facilities (whete
applicable);

o Training staff and setting up operations for collection of performance measure data; and

o Refining local evaluation plans and obtaining Institutional Review Board (IRB) approval (to be
conducted in coordination with a local evaluator).

POST-AWARD PERFORMANCE MEASURE DATA AND EVALUATION REQUIREMENTS

ACF is engaged in a learning agenda to increase understanding of what works and why in the New
Pathways programs. The learning agenda activities will also provide valuable information to grantees on
performance and outcomes that will facilitate continuous quality improvement. Activities include
performance measure collection/reporting and local evaluation. They also include federal evaluation,
which will involve a subset of (not all) grantees.

Performance Measure Data

Grantees are required to collect, store, and report data on standardized performance measures in four areas:
(a) Program applicant characteristics (i.e., clients that apply to your program)
(b) Program operations
(c) Enrollment and participation (service delivery)

(d) Participant outcome measures (i.e., attitudes, beliefs, and actions), both at beginning of the
program (pre-test) and at program exit (post-test).

To view measures, please visit www.famlecross-site.info, Standardized measures and reporting across
grantees will enable ACF to track programming outputs and outcomes across programs to inform current
and future program design, operation, and oversight. Cross-site analyses will further describe
programming and outcomes across the grant program.

Grantees will need to obtain and maintain data in the Management Information System (MIS) developed
by ACF to comply with the requirement of performance measure data collection: the “Information, Family
Outcome, Reporting, and Management system,” or, simply, “nFORM.” nFORM will be capable of
managing data for all performance measures required for this grant program and is available free of charge
to grantees. Grantees will be required to ask participants to complete pre- and post-tests via an
audio-computer assisted self-interview (ACASI), an enabled online survey on a computer or a specified
tablet that will link to the nFORM system (a paper and pencil version of pre- and post-tests will be
available in the rare case of technology failure, e.g., absence of sufficient connectivity or power
outage).Through its contractors, ACF will provide technical assistance to grantees on using nFORM.
nFORM will facilitate analysis for internal review of progress and for required federal reporting. Further
information on nFORM may be found at www.famlecross-site.info.

Note: Consistent with the Paperwork Reduction Act of 1995, 44 U.S.C. §§ 3501-3521, under this FOA,
OFA will not conduct or sponsor — and a person is not required to respond to - a collection of information
covered by such Act, unless it displays a currently valid OMB confrol number. OFA is seeking approval of
its performance measures and nFORM Management Information System through the OMB Office of
Information and Regulatory Affairs (OIRA). OFA will not request this information if these performance
measures and the nFORM Management Information System are not approved at the time that reports are
due.

Local Evaluations

As another component of the learning agenda, grantees are expected to conduct
grantee-specific evaluations, called “local evaluations,” to answer one or more grantee-specific research
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question. The purpose of these evaluations is to leatn from programs in order to improve future
programming. ACF is interested in supporting good quality, well-designed evaluations from which
programs will learn and expand the evidence base, as well as help ACF learn more about what does and
does not work.

Grantees are expected to conduct either a descriptive or impact local evaluation as follows,

o Grantees funded from $350,000 to $699,999 per year are expected to conduct a descriptive local
evaluation. '

o Grantees funded from $700,000 to $999,999 per yeat are expected to conduct either a descriptive
or impact local evaluation;

o Grantees funded from $1,000,000 to $2,000,000 per year are expected to conduct an impact local
evaluation,

The proposed research questions must relate to their specific programming approach that will expand the
evidence base. The following are examples of priority topic ateas for research investigation:

e Recruitment and Program Participation - whether certain kinds of recruitment activities are linked
to better participation (more engagement in the program’s services);

e Programming - whether certain program components or program structures, variations in the
intensity and duration of programming, or modifications to increase cultural competency are linked
to better outcomes for participants;

o Program Supports - whether offering transportation, child care during classes or sessions, or
employment-related clothing or tools (in addition to core services), are linked to better outcomes for
participants; and

e Overall program outcomes.

For the topic areas listed here, descriptive studies would not have a control/comparison group; impact
studies would have a control/comparison group. For example, a program offering three types of services
could look for associations between patticipants’ use of those services and outcomes: this would be a
descriptive study. On the other hand, the program could randomly assign participants to be eligible to use
one, two, or all three services, and then analyze whether the groups had different outcomes: this would be
an impact study.

Local evaluations must be designed to help inform future progtamming and expand the evidence base.
Analyses of data must clearly support final reported results, and descriptions of the results must clearly
communicate the implications of the study to othets in the field.

Local evaluations must be conducted by an independent evaluator (local evaluator), Local evaluators may
be universities, research organizations, evaluation consultants, or other institutions with experience in
conducting rigorous evaluations. An impact evaluation must have a comparison group who does not
receive the services of interest; and, all impact evaluations must include a component to document the
program being evaluated (sometimes called an “implementation study” or a “process study”). Applicants
proposing control or comparison group research designs are strongly encouraged to consider the standards
of the Strensthening FamiliesEvidenceReview, specifically the studyratingeriteria for high and moderate
ratings. : o

As noted earlier, the first 9 months of the grant can be used as a planning period, including the refinement
of a reseatch plan, Grantees and their local evaluators are required to work with ACF to refine, improve,
develop, or select assessments; pilot (if possible); and make necessary changes to the evaluation
design/methods. A final evaluation design and budget will be drafted and submitted. ACF approval will be
required prior to implementation of a proposed evaluation plan. A federal contractor may review the
evaluation funding for each of the evaluation activities and recommend an adjustment to the proposed
level of funding. Where necessary, ACF may adjust the level of local evaluation funding post award. In
the event that a local evaluation is not approved, budget and staff that would have supported the local

evaluation will instead be directed toward rigorous performance measure data collection, storage, and
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monitoring and reporting,

At the end of evaluations, grantees will be required to submit: (a) final reports; and (b) de-identified
datasets according to standards that ACF will distribute,

During the planning period or afterwards, grantees will be required to obtain g Federal-wide Assurance
(for more information, see hitp:// www.hhs.gov/ohtp i/assurances /assurances /filasur( html) and sybmit
their research projects to an Institutional Review Board (IRB). Given this grant program's requirement for
collecting and reporting data on performance measures and for conducting a loca] evaluation, it is highly
likely that most grantees will either need IRB approval for collecting performance measures and
evaluation data or a waiver from an IRB stating that such approval is not needed, Often local programs
utilize their local evaluators’, partner universities’, or evaluation organizations’ IRBs to provide oversight,

Protection of Human Subjects regulations can be obtained at http://www.hhs.gov/ohrp/. Applicants also

may contact Office for Human Research Protections (OHRP) by e-mail at ohrp@csophs.dhhs.gov or by
phone at (240-453-6900).

After local evaluation research plans have been approved, grantees are eXpected to implement robust
evaluations lasting throughout the 5-year grant period, including data collection instrument development

(and possibly pre-testing), data collection, analysis, drafting of reports, and multiple dissemination effors
to inform many audiences, _

Resources and Consultation

In implementing performance measure data and local evalyation plans, grantees are strongly encouraged to

attend webinars (or review archived webinars stored on Www.famlecross-site.info) that will be offered
during the grant period, and to consult and coordinate with the proposed local evaluator, partner agencies,
and community partners.

by ACF contractors.
Federal Evaluation

In addition to local evaluations, the federal government is sponsoring federally led evaluations. The
federal evaluations will be conducted by independent contractors with experience mounting small and
large-scale demonstrations and/or descriptive and impact evaluations, As a condition of acceptance of an
award under this FOA, all grantees that are asked are required to patticipate fully in ACF-sponsored
evaluations and adhere to gl evaluation protocols established by ACF to be cartied out by its designee

requirement. In all cases, grantees will still be required to collect performance measures,

The federal evaluations may provide additional funds to grantees to support programming and study
participation — for example, to support enhancements to services — as wel] ag technical assistance, Funds
may be provided per a separate MOU between the grantee organization and the federal contractor,

ADDITIONAL RESOURCES

ACF expects to host a webinar series on information contained in this FOA, See Section VIII, Other
Information, for more information on the proposed webinars,

Applicants may review additional resources listed in Section VIII Other Information, Reference Websites,
Additional Resources,
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Funding Instrument Type: Grant

Estimated Total Funding: $47,846,875

Expected Number of Awards: 49

Award Ceiling: $2,000,000 Per Budget Period
Award Floor: $350,000 Per Budget Period
Average Projected Award Amount:  $976,466 Per Budget Period
Anticipated Project Start Date: 09/30/2015

Length of Project Periods:
60-month project with five 12-month budget periods

Additional Information on Awards:
Awards made under this announcement are subject to the availability of federal funds.

Applications requesting an award amount that exceeds the Award Ceiling per budget period or per project
petiod, as stated in this section, will be disqualified from competitive review and from funding under this
announcement, This disqualification applies only to the Award Ceiling listed for the first 12-month budget
period for projects with multiple budget periods. If the project and budget period are the same, the
disqualification applies to thedward Ceiling listed fot the project period. Please see Section III.3. Other,
Application Disqualification Factors.

Note: For those programs that require matching or cost sharing, grantees will be held accountable for
projected commitments of non-federal resources in their application budgets and budget justifications by
budget period or by project petiod for fully funded awards, even if the projected commitment exceeds the
required amount of match or cost share. A grantee's failure to provide the required matching amount
may result in the disallowance of federal funds. See Section I11.2. of this announcement for information
on cost-sharing or matching requirements,

Non-competitive Continuation

Non-competitive continuation grants will be offered for each of years 2 through § of the project period.
Funding levels for years 2 through 5 will not exceed the amount awarded in year | of the project.
Continuation funding will be subject to the availability of funds, satisfactory progress, and a determination
that continued funding is in the best intetest of the federal government.

Local Evaluation Costs

o Applicants requesting funding levels between $350,000 and $699,999 are expected to allocate at
least $35,000 per year for a descriptive local evaluation, but no more than 10 percent of the total
budget,

o Applicants requesting funding levels between $700,000 and $999,999 ate expected to allocate at
least $100,000 per year for a deseriptive or impact local evaluation, but no more than 15 percent of
the total budget for either evaluation.

o Applicants requesting funding levels between $1,000,000 and $2,000,000 are expected to propose an
impact evaluation and allocate at least 10, but no more than 15 percent of their total annual funding
for local evaluation per year, or at least 15, but no more than 20 percent per year, if proposing a
randomized-controlled trial (RCT) impact evaluation.

Award Floor Disqualification

Applications with funding requests that fall below the Award Floor on the amount of the individual
awards will be deemed non-responsive and will not be considered for competitive review or funding under
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this announcement (see also Section III.3. Other, Application Disqualification Factors).

Please see Section IV.5 Funding Restrictions for limitations on the use of federal funds awarded under this
announcement.

1111, Eligible Applicants

Eligible applicants under this FOA are states, territories, Native American tribes and tribal organizations
(including state, tetritorial, and tribal post-secondary educational institutions), and public and nonprofit
community entities (including religious orgamzatlons and public and private nonprofit post-secondary
educational institutions),

Post-Secondary Educational Institutions

For purposes of eligibility under this FOA, “public post-secondary educational institutions,” applying as
states, territories or tribes are defined as 2-year community colleges or 4-year colleges or universities that
are: (1) established by a state, territorial, or tribal government authority; (2) primarily receives funding
from state appropriations (and/or local tax revenue in the case of community colleges); and (3) is legally
authorized within a state to provide a program of education beyond secondary education,

Public or Nonprofit Community Entity

Also under this FOA, an applicant applying as a “nonprofit community entity” is defined as a public or
private nonprofit organization that is representative of a community or a significant segment of a
community and is engaged in meeting human, educational, child-welfare, family well-being, petsonal
growth and improvement, social welfare, or economic growth and mobility needs for the disadvantaged. A
public or private post-secondary educational institution may be eligible to the extent that it can
demonstrate that it is a "nonprofit community entity," and applies as such an entity. A public or private
nonprofit organization, including a post-secondary educational institution, may demonstrate that it is
“representative of a community (or a significant segment)” by involving members of the community (e.g.,
elected public officials, private sector representatives, and low—mcome residents) in assessing and
addressing local needs,

Further, a post-secondary educational institution that is applying as a “nonprofit community entity” on the
basis that it is meeting educational needs for the disadvantaged must be accredited by a nationally
recognized accrediting agency or association. Alternatively, it must have been granted pre-accreditation
status by such an agency or association (full accreditation must be attained by end of the planning period
described in Section 1. Program Description, Post-Award Requirements, Planning Period).

Note: For-profit entities are not eligible to receive funds under this FOA (including, but not limited to,
for-profit businesses, corporations, agencies or organizations, or for-profit institutions of higher education,
trade, or technical schools).

(See Section 1V.2 Project Description, Legal Status of Applicant Entity, Additional Eligibility
Documentation for more information and the specific application requirements,)

Applications from individuals (including sole proprietorships) and foreign entities are not eligible and will
be disqualified from competitive review and from funding under this announcement. See Section II1.3.
Other, Application Disqualification Faclors.
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Faith-based and community organizations that meet the eligibility requirements are eligible to receive
awards under this funding opportunity announcement. Faith-based organizations are encouraged to review
the ACF Policy on Grants to Faith-Based Organizations at: hitp:_
/fwww.acf.hhs.gov/acf-policy-on-grants-to-faith-based-organizations.

See "Legal Status of Applicant Entity" in Section IV.2 for documentation required to support eligibility.

I11.2., Cost Sharing or Matching

Cost Sharing / Matching Requirement: No

I11.3. Other

DUNS Number and System for Award Management Eligibility Requirements (SAM.gov)
All applicants must have a DUNS Number (http:// fedgov. dnb.com /webform) and an active registration
with the Central Contractor Registry (CCR) on the System for Award Management (SAM.gov,

WWW.Sam.gov).
Obtaining a DUNS Number may take 1 to 2 days.

All applicants are requited to maintain an active SAM registration until the application process is
complete. If a grant is awarded, registration at SAM.gov must be active throughout the life of the award,

Plan ahead. Allow up to 10 business days after you submit your registration for it to become active
in SAM and an additional 24 hours before that registration information is available in other
government systems, i.e. Grants.gov.

This action should allow you time to resolve any issues that may arise, Failure to comply with these
requirements may result in your inability to submit your application through Grants.gov or prevent the
award of a grant, Applicants should maintain documentation (with dates) of your efforts to register for, ot
renew a registration, at SAM. User Guides are available under the “Help” tab at hitps://www.sam.gov.

HHS requires all entities that plan to apply for, and ultimately receive, federal grant funds from any HHS
Agency, or receive subawards directly from recipients of those grant funds to:

o Be registered in the SAM prior to submitting an application or plan;

o Maintain an active SAM registration with current information at all times during which it has an
active award or an application or plan under consideration by an OPDIV; and

e Provide its active DUNS number in each application or plan it submits to the OPDIV.

ACF is prohlblted from making an award until an applicant has complied with these requirements. At the

time an award is ready to be made, if the intended recipient has not complied with these requirements,
ACF:

o May determine that the applicant is not qualified to receive an award; and
o May use that determination as a basis for making an award to another applicant.

Application Disqualification Factors

Applications from individuals (mcludmg sole proprietorships) and foreign entities are not eligible and will
be disqualified from competitive review and from funding under this announcement.

Award Ceiling Disqualification

16 of 70



Applications that request an award amount that exceeds the Award Ceiling per budget period or per project
period as stated in Section II, Award Information, will be disqualified from competitive review and from
funding undet this announcement. This disqualification applies only to the Award Ceiling listed for first
12-month budget period for projects with multiple budget petiods. If the project and budget period are the
same, the disqualification applies to the Award Ceiling listed for the project period.

Required Electronic Application Submission

ACEF requires electronic submission of applications at www.Grants.gov, Paper applications received
from applicants that have not been approved for an exemption from required electronic submission
will be disqualified from competitive review and from funding under this announcement.

Applicants that do not have an Internet connection or sufficient computing capacity to upload large
documents to the Internet may contact ACF for an exemption that will allow the applicant to submit
applications in paper format. Information and the requirements for requesting an exemption from tequired
electronic application submission are found in "Request an Exemption from Electronic Application
Submission" in Section IV.2. Content and Form of Application Submission,

Application Deadlines

The deadline for electronic application submission is 11:59 p.m., ET, on the due date listed in the
Overview and in Section IV.3. Submission Dates and Times. Electronic applications submitted to
www.Grants.gov after 11:59 p.m., ET, on the due date, as indicated by a dated and time-stamped email
from www.Grants.gov, will be disqualified from competitive review and from funding under this
announcement, That is, applications submitted to www.Grants.gov, on or after 12;00 a.m., ET, on the day
after the due date will be disqualified from competitive review and from funding under this announcement.

Applications submitted to www.Grants.gov at any time during the open application period, and prior to the
due date and time, which fail the www.Grants.gov validation check, will not be received at, or
acknowledged by, ACF.

Each time an application is submitted via www.Grants.gov, the submission will generate a new date and
time-stamp email notification, Only those applications with on-time date and time stamps that result in a
validated application, which is transmitted to ACF, will be acknowledged.

The deadline for receipt of paper applications is 4:30 p.m., ET, on the due date listed in the Overview
and in Section IV.3, Submission Dates and Times. Paper applications received after 4:30 p.m., ET, on the
due date will be disqualified from competitive review and from funding under this announcement, Paper
applications received from applicants that have not received approval of an exemption from
required electronic submission will be disqualified from competitive review and from funding under
this announcement,

Limit on the Number of Application Submissions

An applicant organization may submit only one application in response to this announcement. ACF will
accept only the last, on-time application submitted for'the competitive review.

Award Floor Disqualification

Applications with funding requests that fall below the Award Floor on the amount of the individual
awards, as stated in Section II, Federal Award Information, will be deemed non-responsive and will not be
considered for competitive review or funding under this announcement,
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Notification of Application Disqualification

Applications that are disqualified under these criteria are considered to be “non-responsive” and are
excluded from the competitive review process. Applicants will be notified of a disqualification
determination by email or by USPS postal mail within 30 federal business days from the closing date of
this funding opportunity announcement,

IV.1. Address to Request Application Package

Grants Operations Center

ATTN: HHS-2015-ACF-OFA-FK-0993
1401 Merchatile Lane

Suite 401

Largo, MD 20774

Phone: (888) 242-0684

Email: OFATech@reviewops.org

Electronic Application Submission:
The electronic application submission package is available in the FOA's listing at www.Grants.gov.

Applications in Paper Format:

For applicants that have received an exemption to submit applications in paper format, Standard Forms,
assurances, and certifications are available in the Application Package available in the FOA's Grants.gov
synopsis at www.Grants.gov, They are also available at http:// www.grants,gov/web/ grants/forms/sf-424-
family.html, See Section IV.2.Request an Exemption from Required Electronic Application Submission if
applicants do not have an Internet connection or sufficient computing capacity to upload large documents
(files) to www.Grants.gov, ' :

Standard Forms that are compliant with Section 508 of the Rehabilitation Act (29 U.S,C. § 794d):
Available at the Grants.gov Forms Repository website at http:// www. grants,gov/web/
grants/forms/sf-424- family.html.

Federal Relay Service:

Hearing-impaired and speech-impaired callers may contact the Federal Relay Service for assistance at
1-800-877-8339 (TTY - Text Telephone or ASCII - American Standard Code For Information
Interchange).

Section IV.2. Content and Form of Application Submission

FORMATTING ACF APPLICATIONS

In FY 2013 ACF implemented a new application upload requirement. Each applicant applying
electronically via www.grants.gov is required to upload only two electronic files, excluding
Standard Forms and OMB-approved forms. No more than two files will be accepted for the review,
and additional files will be removed. Standard Forms and OMB-approved forms will not be
considered additional files.

FOR ALL APPLICATIONS:
Authorized Organizational Representative (AOR)

18 of 70



AOR is the designated representative of the applicant/recipient organization with authority to act on the
organization’s behalf in matters related to the award and administration of grants. In sighing a grant
application, this individual agrees that the organization will assume the obligations imposed by applicable
Federal statutes and regulations and other terms and conditions of the award, including any assurances, if a
grant is awarded.

AOR authorization is part of the registration process at www.Grants.gov, where the AOR will create a
short profile and obtain a username and password from the Grants.gov Credential Provider, AORs will
only be authorized for the DUNS number registered in the System for Awards Management (SAM).

Point of Contact

In addition to the AOR, a point of contact on matters involving the application must also be identified.
The point of contact, known as the Project Director or Principal Investigator, should not be identical to the
person identified as the AOR., The point of contact must be available to answer any questions pertaining
to the application.

Application Checklist

Applicants may refer to Section VIII. Other Information for a checklist of application requirements that
may be used in developing and organizing application materials.

Details concerning acknowledgment of received applications are available in Section IV, 3. Submission
Dates and Times of this announcement,

Accepted Font Style

Applications must be in Times New Roman (TNR), 12-point font, except for footnotes, which may be
TNR 10-point font.

Page Limitations

Applicants must observe the page limitation(s) listed under "PAGE LIMITATIONS AND
CONTENT FOR ALL SUBMISSION FORMATS:", Page limitation(s) do not include SFs and
OMB-approved forms, '

All applications must be double-spaced. An application that exceeds the cited page limitation for
double-spaced pages in the Project Description file or the Appendices file will have the last extra pages
- removed and the removed pages will not be reviewed.

Application Elements Exempted from Double-Spacing Requirements

The following elements of the application submission are exempt from the double-spacing requirements
and may be single-spaced: the table of contents, the one-page Project Summary/Abstract, required
Assurances and Certifications, required SFs, requited OMB-approved forms, resumes, logic models, proof
of legal status/non-profit status, third-party agreements, letters of support, footnotes, tables, the line-item
budget and/or the budget justification,

Adherence to FOA Formatting, Font, and Page Limitation Requirements

Applications that fail to adhere to ACF’s FOA formatting, font, and page limitation requirements will be
adjusted by the removal of page(s) from the application, Pages will be removed befote the objective
review. The removed page(s) will not be made available to reviewers.

In instances where formatting and font requirements are not adhered to, ACF uses a formula to determine
the actual number of pages to be removed, The formula counts the number of characters an applicant uses
when following the instructions and using 12-point TNR and compares the resulting number with that of
the submitted application, For example, an applicant using TNR, 11-point font, with 1-inch margins all
around, and single-spacing, would have an additional 26 lines, or 1500 characters, which is equal to 4/5 of
an additional page. Extra pages resulting from this formula will be removed and will not be reviewed.
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Applications that have more than one scanned page of a document on a single page will have the page(s)
removed from the review.

For applicants that submit paper applications, double-sided pages will be counted as two pages. When the
maximum allowed number of pages is reached, excess pages will be removed and will not be made -
available to reviewers.

NOTE: Applicants failing to adhere to ACF’s FOA formatting, font, and page limitation requirements
will receive a letter from ACF notifying them that their application was amended, The letter will be sent
after awards have been issued and will specify the reason(s) for removal of page(s).

Copies Required

Applicants must submit one complete copy of the application package electronically. Applicants
submitting electronic applications need not provide additional copies of their application package.

Applicants submitting applications in paper format must submit one original and two copies of the
complete application, including all Standard Forms and OMB-approved forms. The original copy must
have original signatures.

Signatures

Applicants submitting electronic applications must follow the registration and application submission
-instructions provided at www.Grants.gov,

The original of a paper format application must include original signatutes of the authorized
representatives.

Accepted Application Format

With the exception of the required Standard Forms (SFs) and OMB-approved forms, all application
materials must be formatted so that they are 8 2" x 11" white paper with 1-inch margins all around.

If possible, applicants are encouraged to include page numbers for each page within the application.

ACF generally does not encourage submission of scanned documents as they tend to have reduced clarity
and readability. If documents must be scanned, the font size on any scanned documents must be large
enough so that it is readable. Documents must be scanned page-for-page, meaning that applicants may not
scan more than one page of a document onto a single page. ‘

PAGE LIMITATIONS AND CONTENT FOR ALL SUBMISSION FORMATS:

In accordance with the two-file requirement for this FOA, applications must be submitted in two files and
must not exceed a combined total of 100 pages.

The first file must be titled Project Description and must include the following items:

e Table of Contents

e One-page Project Summary/Abstract

e Project Description

e Objective and Need for Assistance

o Outcomes Expected

e Approach

o Project Timetable and Milestones

o Legal Status of the Applicant Entity

e Logic Model

e Organizational Capacity

o Plan for Oversight of Federal Award of Funds
e Geographic Location

e Line-item budget and budget justification, including line-items and justification for performance
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measure data and local evaluation
The second file must be titled Appendices and must include the following items:

* Program Performance Evaluation Plan

e Funded Activities Plan

» Project Sustainability Plan

e Written certifications and assurances statements for Use of Funds, Data and Local Evaluation,
Federal Evaluation, Non-Supplanting, and Voluntary Participation

o Third-Party Agreements and/or MOUs

° Resumes (of key staff, including curriculum vitae for local evaluator, and organizational charts)

» Signed Letter of Agreement with a local evaluator

o Indirect Cost Rate Letter (if applicable)

e Job Descriptions (if key staff not yet hired)

ELECTRONIC APPLICATION SUBMISSION INSTRUCTIONS

Applicants are required to submit their applications electronically ynless they have requested and received
an exemption that will allow submission in paper format. See Section V.2, Application Submission
Options for information about requesting an exemption,

Electronic applications will only be accepted via www.Grants.gov, ACF will not aceept applications
submitted via email or via facsimile.

Each applicant is required to upload ONLY ¢wo electronic files, excluding SFs and OMB-approved
forms, '

File One: Must contain the entire Project Description, and the Budget and Budget Justification (including
a line-item budget and a budget narrative),

File Two: Must contain all documents required in the Appendices,
Adherence to the Two-File Requirement

No more than two files will be accepted for the review, Applications with additional files will be
amended and files will be removed from the review. SFs and OMB-approved forms will not be
considered additional files. Please do not attach additional documents to the SF-424 at Question 14
and/or after Question 15, Instead of providing a separate response to Question 14, all applicants are
required to submit the SF for Project/Performance Site Location(s) (SF-P/PSL). In the SF-P/PSL,
applicants may cite their primary location and up to 29 additional performance sites, Documents
submitted as attachments to the SF-424 will be removed from the application and will not be
reviewed,

Application Upload Requirements

ACEF strongly recommends that electronic applications be uploaded as Portable Document Files (PDFs).
One file must contain the entire Project Description and Budget Justification; the other file must contain
all documents required in the Appendices. Details on the content of each of the two files, as well as page
limitations, are listed later in this section,

To adhere to the two-file requirement, applicants may need to convert and/or merge documents together
using a PDF converter software, Many recent versions of Microsoft Office include the ability to save
documents to the PDF format without need of additional software. Applicants using the Adobe
Professional software suite will be able to merge these documents together, ACF recommends merging
documents electronically rather than scanning multiple documents into one document manually, as
scanned documents may have reduced clarity and readability,

However, ACF understands that all applicants may not have access to this software, Grants.gov offers a
listing of several free PDF conversion programs. These programs can be foynd on Grants.gov by clicking



on "Support" at the top menu bar and selecting “Technical Support" . Under the "Technical Support"
section select “Recommended Software.” A link to "PDF Conversion Software" is available in the
left-hand menu box. Free PDF software, available on this page, will allow users to convert and merge their
PDF documents. As an example, ACF is providing written instructions for downloading and using one
type of free software listed at Grants.gov at https: // www.acf.hhs.gov / grants /howto #chapter-7 under
"How to Apply for a Grant/Submit an Application." [ACF does not endorse any of the software listed on
Grants.gov, and applicants are not requited to use a specific type of PDF conversion software to submit an
application.]

For any systems issues experienced with Grants.gov or with SAM.gov, please refer to ACF’s “Policy for
Applicants Experiencing Federal Systems Issues” document for complete guidance at https: //
www.acf.hhs.gov / sites / default / files / assets / systems issue policy final.pdf under "How to Apply
for a Grant/Submit an Application." :

Required Standard Forms (SFs) and OMB-approved Forms

Standard Forms (SFs) and OMB-approved forms, such as the SF-424 application and budget forms and
the SF-P/PSL (Project/Performance Site Location), are uploaded separately at Grants.gov. These forms
are submitted separately from the Project Description and Appendices files, See Section IV.2. Required
Forms, Assurances, and Certifications for the listing of required Standard Forms, OMB-approved forms,
and required assurances and certifications.

Naming Application Submission Files

Carefully observe the file naming conventions required by www.Grants.goy. Limit file names to 50
characters (characters and spaces). Special characters that are allowed under Grants.gov’s naming
conventions, and are accommodated by ACF’s systems, are listed in the instructions available in the
Download Application Package at Grants.gov. Please also see http: //www.grants.gov. / web / grants /
support / technical - support / troubleshooting / restricting -special -characters.htm|

Use only file formats supported by ACF It is ctitical that applicants submit applications using only the
supported file formats listed here. While ACF supports all of the following file formats, we strongly
recommend that the two application submission files (Project Description and Appendices) are
uploaded as PDF documents in order to comply with the two file upload limitation. Documents in file
formats that are not supported by ACF will be removed from the application and will not be used in the
competitive review, This may make the application incomplete and ACF will not make any awards based
on an incomplete application.

ACF supports the following file formats:

o Adobe PDF — Portable Document Format (.pdf)

¢ Microsoft Word (.doc or .docx)

e Microsoft Excel (.xls or xlsx)

o Microsoft PowerPoint (.ppt)

o Corel WordPerfect (.wpd)

o Image Formats (JPG, .GIF, .TIFF, or .BMP only)

Do Not Encrypt or Password-Protect the Electronic Application Files

If ACF cannot access submitted electronic files because they are encrypted or password protected, the
affected file will be removed from the application and will not be reviewed. This removal may make the
application incomplete and ACF will not make awards based on an incomplete application.

FORMATTING FOR PAPER APPLICATION SUBMISSIONS:

The following requirements are only applicable to applications submitted in paper format. Applicants must
receive an exemption from ACF in order for a paper format application to be accepted for review.See
Section 1V.2. Request an Exemption from Required Electronic Application Submission later in this section
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under Application Submission Options for more information,
Format Requirements for Paper Applications

All copies of mailed of hand-delivered paper applications muyst be submitted in g single Ppackage, If an
applicant is submitting multiple applications under a single FOA, or multiple applicationg under separate
FOAs, each application submission must be packaged separately, The package(s) must be cleatly labeled
for the specific FOA it addresses by FOA title and by Funding Opportum'ty Numbey (FON),

Because each application will be duplicated, do not use or include separate covers, binders, clips, tabs,
plastic inserts, maps, brochures, or any other items that cannot be processed easily on a photocopy
machine with an automatic feed. Do not bind, clip, staple, or fasten in any way separate sections of the
application. Applicants are advised that the copies of the application submitted, ot the original, will be
reproduced by the federal government for review, AJ] application materials must be one-sided for
duplication purposes,

Addresses for Submission of Paper Applications

See Section 1V,6, Other Submission Requirements for addresses for paper format application Submissions.

Required Forms, Assurances, and Certifications

Applicants seeking grant oy cooperative agreement awards undey this announcement mugst submit
the listed Standard Forms (SFs), assurances, and certifications with the application, Al required
Standard Forms, assurances, and certifications are available in the Application Package posted for this

funding opportunity at WWW.grants.goy,

Other versions of required Standard Forms, assurances,and certifications are available at Grants.gov htip:
4 www.grants.gov / web [ grants / forms / sf-424- family.htm|,

; Forms / Assurances / || Submission Requirement | Notes / Description
 Certifications 1 . '
SF-Project/Performance Site f Submission is required for Required for al] applications, In the
Location(s) (SF-P/PSL) all applicants by the SF-P/PSL, applicants may cite theiy
application due date, primary location and up to 29
additiona] performance sites, Ag a
Standard Form (SF), this form js not
included in the application's page

limitation,
!
" H
}Cerﬁﬂcation Regarding Submission required of alj Submission of the certification is
|Lobbying applicants with the required for al| applicants,
]

(Grants.gov Lobbying Form) application package, Ifit is
hot submitted with the

! : application package, it must

! be submitted prior to

] the award of a grant,

i
i ti

|SF-a24 - Application for
I

(F ederal Assistanc

: g’ Submission is required for |
l fl all applicants by the K
f ‘ application due date, ’r' ’

|
l
if j
"Required for all applications, /
!

i
i |

:‘ |

23 of 70



SF-424A Budget
Information -
Non-Construction
'Programs / SF-424B

| Assurances -
Non-Construction Programs

and

SF-424C - Budget
Information Construction
Programs / SF-424D -
Assurances Construction
Programs

DUNS Number (Universal
Identifier) and Systems for
Award Management (SAM)
registration.

SF-424A - Budget
Information - Non-
Construction Programs

and

SF-424B - Assurances -
Non- Construction Programs

Submission is required for
all applicants when applying
for non-construction and
construction activities under
the proposed project,
Standard Forms must be
used, Standard Forms must
be submitted by the
application due date.

A DUNS number is required
of all applicants.

To obtain a DUNS number,
go to
http://fedgov.dnb.com/ webfo

m.

Active registration at the
Systems Award
Management (SAM)
website must be maintained
throughout the application
and project award period.

SAM registration is
available at
hitp://www.sam.gov.

Submission is required for
all applicants when applying
for a non-construction
project, Standard Forms
must be used. Forms must be
submitted by the application
due date.

[ Required for all applications when

applying for non-construction and/or
construction activities under the
proposed project. Please see special
instructions in the Checklist in Section
VIIIL. Other Information in this
announcement,

o Projects that include
non-construction and
construction activities must
submit the SF-424A, B, C, and
D, along with the SF-424 and
SE-P/PSL.

By signing and submitting the SF-424B
and/or SF-424D, applicants are making
the appropriate certification of their
compliance with all Federal statutes
relating to nondiscrimination,

A DUNS number and SAM
registration are eligibility requirements
for all applicants,

See Section I11.3. Other for information
on obtaining DUNS number at

http://fedgov.dnb.com/ webform
and registration at SAM.gov at http
J/fwww.sam.gov,

Required for all applications when
applying for a non-construction project.
By signing and submitting the
SF-424B, applicants are making the
appropriate certification of their
compliance with all federal statutes
relating to nondiscrimination,
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il

| [ — .
 Protection of Human {; Submission of the required

iForm is available at ft / www.hhs
| Subjects Assurance || information and formg is due ||.gov/ ohtp/ assurances/ forms/index
fIdentiﬁcation /IRB }Ewith the application package ||.htm],

| Certification / Declaration of /by the due date listed i, the

i

i Exemption (Common Rule) ; | Overview and Section | V.3. J

}

| Submission Day d ||Protection of Human Sybjects

"iTz'l m"’*;f”ot’g igfei nC;ntion is ||regulations can be obtained at hitp
! ves. o the information is | Lwww. hhs.gov/ oby /. Applicants
|

fl

|

General information about the HHS |
l

|

|

{

|

not available at the time of ||
1application, it mugt pe
| submitted prior to the award

|
|

/ &icsophs .dhhs.gov) of by phone

! jofa grant, ‘

| I .

] SF-LLL - Disclosure of / f If submission of this formis |/If any funds have been paid or will be
’ Lobbying Activities || applicable, it is due gt the paid to any petson for inﬂuencing or

|| not available at the time of employee of any agency, a member of
application, it may also be Congress, an officer or employee of
submitted prior to the award Congress, or an employee of a member
of a grant, - of Congress in connection with thig
commitment providing for the United
States to insure op Buarantee a loan, the
applicant shaj] complete and sybmit the
SF-LLL, "Disclosure Form to Report
Lobbying," in accordance with jts
l }* instructions,

f time of application, Ifit is attempting to influence an officer or

M__——M‘_-NM\_

The following documentation must be submitted by the application due date,
Use of Funds

Data and Loeal Evaluation
Applicants must include a written statement that specifically inclydes:

* A commitment to document, store, and report on performance using the ful] set of uniform
Mmeasures to be provided by ACF; and i
* A commitment to conduct a local evaluation,
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Federal Evaluation
Applicants must include a clear, written statement that specifically includes:

o A commitment to accept, and fully participate in all aspects of, the federal evaluation if selected,
and adhere to all evaluation protocols established by ACF and conducted by its designee contractors;
o A confirmation of the applicant’s understanding that:

o the federal government may incorporate the local evaluation into the federally led evaluation;
o the federal government may waive the local evaluation requirement; or
o the local evaluation may continue in parallel to the federal evaluations; and

o A commitment to ensure that partnering organizations comply with the federal evaluation award
condition,

Note: Applicants may include a written statement indicating that they have a particular interest in
participating in, or being selected for, the federal evaluation (a local evaluation plan is still required of
these applicants), and may briefly mention specific program enhancements that they would be interested
in adding to theit program to be included the fedetal evaluation.

Voluntary Participation

Applicants must include a written statement that they will ensure that participation in programs is

voluntary and that describes how they will inform potential participants that their involvement is voluntary.,

Non-Supplanting-

Applicants who are current recipients of federal, state, or local financial assistance are required to submit a
written assurance or certification that they will not supplant other federal, state, or local funds that
otherwise have been made available and that describes how they will ensure that any award of federal
funds under this program will not supplant other federal, state, or local funding.

Non-Federal Reviewers ‘

Since ACF will be using non-federal reviewers in the review process, applicants have the option of
omitting from the application copies (not the original) specific salary rates or amounts for individuals
specified in the application budget as well as Social Security Numbers, if otherwise required for
individuals. The copies may include summary salary information.If applicants are submitting their
application electronically, ACF will omit the same specific salary rate information from copies made for
use during the review and selection process.

The Project Description
Part I: The Project Description Overview

Purpose

The project description provides the majority of information by which an application is evaluated and
ranked in competition with other applications for available assistance. It should address the activity for
which federal funds are being requested, and should be consistent with the goals and objectives of the
program as described in Section I. Program Description. Supporting documents should be included where
they can present information clearly and succinctly. When appropriate, applicants should cite the
evaluation criteria that are relevant to specific components of their project description, Awarding offices
use this and other information in making their funding recommendations. It is important, therefore, that
this information be included in the application in a manner that is clear and complete.
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General Expectations and Instructions

Applicants should develop project descriptions that focus on outcomes and convey strategies for achieving
intended performance, Project descriptions are evaluated on the basis of substance and measurable
outcomes, not length. Extensive exhibits are not required. Cross-referencing should be used rather than
repetition, Supporting information concerning activities that will not be directly funded by the grant or
information that does not directly pertain to an integral part of the grant-funded activity should be placed
in an appendix.

Part II: General Instructions for Preparing a Full Project Description

Introduction

Applicants must prepare the project description statement in accordance with the following instructions
while being aware of the specified evaluation criteria in Section V.1, Criteria. The text options give a
broad overview of what the project description should include while the evaluation critetia identify the
measures that will be used to evaluate applications.

Table of Contents

List the contents of the application including corresponding page numbers. The table of contents must be
single spaced and will be counted against the total page limitations,

Project Summary/Abstract

Provide a summary of the application’s project description. The summary must be clear, accurate, concise,
and without reference to other parts of the application. The abstract must include a brief description of the
proposed grant project including the needs to be addressed, the proposed services, and the population
group(s) to be served.

Please place the following at the top of the abstract:

e Project Title

e Applicant Name

o Address

« Contact Phone Numbers (Voice, Fax)
o E-Mail Address

o Web Site Address, if applicable

The project abstract must be single-spaced, in Times New Roman 12~-point font, and limited {o one page in
length. Additional pages will be removed and will not be reviewed.

Objectives And Need For Assistance

Clearly identify the physical, economic, social, financial, institutional, and/or other problem(s) requiting a
solution. The need for assistance including the nature and scope of the problem must be demonstrated,
and the principal and subordinate objectives of the project must be clearly and concisely stated; supporting
documentation, such as letters of support and testimonials from concerned interests other than the
applicant, may be included, Any relevant data based on planning studies should be included or referred to
in the endnotes/footnotes, Incorporate demographic data and participant/beneficiary information, as well
as data describing the needs of the target population and the proposed service area as needed. When
appropriate, a literature review should be used to support the objectives and needs described in this section.

Outcomes Expected
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Identify the outcomes to be derived from the project. Outcomes should relate to the overall goals of the
project as desctibed in Section I Program Description. If research is part of the proposed work, outcomes
must include hypothesized results and implications of the proposed research.

Additionally, applicants must include program designs whose proposed strategies and approaches clearly
align with the desired programmatic short- and long-term outcomes identified in this FOA (see Section I
Program Purpose and Scope, Programmatic Oufcomes). Program designs must also link to the
performance measutes related to those outcomes. Applicants must devejop outcomes based upon the
program design and components they propose and include a description in their narrative. The applicant
must also specify expected short- and long-term outcomes in their logic model.

Approach

Outline a plan of action that describes the scope and detail of how the proposed project will be
accomplished. Applicants must account for all functions or activities identified in the application.
Describe any design or technological innovations, reductions in cost or time, or extraordinary social and/or
community involvement in the project, Provide a list of organizations, cooperating entities, consultants, or
other key individuals that will work on the project, along with a short description of the nature of their
effort or contribution, '

Cite potential obstacles and challenges to accomplishing ptoject goals and explain strategies that will be
used to address these challenges.

Applicants must design an approach and implementation strategy for the full 5-year project period,
assuming continued appropriation of funding.

Applicants must describe an approach that concutrently implements elements from among all three
Promoting Responsible Fatherhood authorized activities: responsible parenting, economic stability and
mobility, and healthy marriage. Integrated approaches must be designed to help strengthen, establish or
reestablish—if necessary—relationships between a father and his children, or a father and his
spouse/pattner and their children soon after the father is accepted into the program. Applicants'
descriptions must include, but are not limited to, discussions of the following activities and how they will
be integrated into service provision:

o Responsible parenting activities designed to promote parenting skills and enhance father-child
relationships;

o Economic stability activities and comprehensive employment services that lead to improved
employability skills and stable employment;

o Healthy marriage and relationship activities designed to promote and sustain marriage and enhance
couple, fathet-child, and/or family relationships; and

o Pre- and post-release case management and supportive services (as applicable).

Applicants must describe how the program will work with a participant to determine the appropriate set of
activities for each individual father and their family.

Responsible Parenting

Applicants must identify a skills-based, evidence-based, ot evidence-informed curriculum designed to
help fathers learn and apply skills that assist them in fulfilling their roles and responsibilities as fathers,
reinforce parental practices that advance child well-being, and improve father-child

relationships, Applicants must describe which of the following components will be incorporated into
proposed skills-based parenting education and father-child relationship enhancement activities:

e Understanding child development and child behaviors;
o Teaching children to problem solve;
o Positive communication with children and other family members;
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e Co-parenting;

o Setting limits and using non-violent discipline techniques;

o Child-directed play skills;

o The importance of being an involved father;

o Rebuilding and/or developing trust; and

o Reducing family conflict and enhancing family relationships.

Applicants must describe strategies to reinforce parenting skills and advance child well-being, and enhance
father-child and/or family relationships. Strategies must include counseling and/or mentoring (to

address factors including the effects of toxic stress, early adverse child experiences, and trauma; impact of
fathet absence; and implications of risky behaviors) and relationship skill building, including interpersonal
communication skills, coping and self-management skills, and building support networks.

Economic Stability and Mobility: Comprehensive Employment Services

Applicants must desctibe an approach to economic stability and employment that: (1) builds from a solid
understanding of local economic conditions and economic growth sectors; (2) includes connections to
education and training opportunities aligned to these sectors; (3) incorporates partnerships with employers
in targeted sectors to increase the likelihood of placement and retention in work; and (4) uses
evidence-based practices and approaches.

All applicants must include comprehensive employment services designed to lead fathers to employment.
In developing a comprehensive employment approach, applicants must include elements that are designed
to enhance the employability skills and/or career advancement of participating fathers. Applicants'
descriptions must incorporate two or more of the following activities (applicants may also propose other
appropriate services or strategies designed to achieve comprehensive employment services):

o Career counseling/development (assessments of skills levels, aptitudes, abilities, competencies, and
suppott services as needed);

o Encouragment of education, including career-advancing education;

o Job search, job training, job enhancement, job retention and job placement assistance;

e Basic technology training; and

o Pre-employment or soft-skills development that may mclude basic academic skills.

Applicants must describe one or more strategies for comprehensive employment including, but not limited
to: ‘

e Understanding local/regional labor market conditions and needs, including analysis of current and
projected job growth through use of labor market information;

o Alignment of education and training programs with in-demand occupations;

» Coordination with employment services and training initiatives; or

e Employer partnerships that align to identified market needs and training programs.

Additionally, applicants must include a description of post-employment supports and case management to
help participants gain and retain employment as they move toward economic self-sufficiency.

Where subsidized employment is included as a part of the comprehensive employment services,
applicants must describe how program implementation models will ensure that fathers participate in
responsible fatherhood services such as classes, case management, follow up, or program

supports throughout the duration of the participant's enrollment in the subsidized employment program,
Applicants must also include a clear description of how the program will impart marketable job skills that
will assist the individual in obtaining permanent unsubsidized employment. Applicants must identify
whether subsidized employment wages for eligible participants are either at or above the state or federal
minimum wage.

Healthy Marriage and Relationship Education
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All applicants must include healthy marriage and relationship education program activities and skills.
These activities must be designed to improve skills among fathers that will enable them to form and
sustain healthy relationships with their cursent or future spouse/partner, improve communication between
the child’s parents, and strengthen the father’s or couple’s commitment to the well-being of the child.
Applicants must describe how they will incorporate the following healthy marriage and relationship skills
and activities in their program design:

o Communication skills (including expression, discussion, and negotiation skills);

o Conflict resolution, anger management, and problem-solving skills; and

o Financial planning, education, counseling, or mentoring on matters related to family finances,
including household management, budgeting, banking, and handling of financial transactions and
home maintenance.

Curricula

Applicants must desctibe skills-based curricula that involve evidence-based or evidence-informed
interventions designed to improve relationships and marriages, patenting skills, positive father-child
engagement, co-parenting, and decision-making. Applicants must desctibe how they will ensure that each
skills-based curriculum will be delivered over time, in no less than the number of hours established within
the guidelines required by each author(s) of the selected model. Applicants must describe how the
curriculum selected:

o Is father-focused;

o Promotes positive father-child interaction;

o Is culturally appropriate to the target population;

o Suppotts program goals and outcomes;

o Includes staff development and training components;

o s age approptiate, particularly when serving teenaged and young adult fathers; and

e Uses technical support provided by the developer (to help support implementation fidelity).

Applicants must identify what curriculum they will use for skills-based healthy marriage, responsible
parenting education, and/or services to promote economic stability and mobility, such as job readiness,
financial literacy, financial planning and management. Further, applicants must include a rationale for their
choice based on the target population that they propose to setve.

Applicants must desctibe any proposed adaptations from the original evidence and the applicant's rationale
for the adaptations (e.g., practice exercises framed in life experiences of lowet-income individuals and
families; activities tailored to address low education levels; added content on complex family
relationships; or modifications to increase relevance for different ethnic/racial population).

Case Management

Applicants must include case management strategies in the project design and service delivery
(implementation) plan, The applicants' description must reflect case management that is dependable,
steady, and provides sustained support. The description must include, but is not limited to, strategies that:

e Involve regular contact with participants to facilitate program retention, completion, and access to
needed supports;

o Have an orientation process, risk and needs assessment, and intake and enrollment procedures;

o Chatt the goals, objectives, progress, and milestones and includes employment and education plans;
and

o Provide follow-up support services to assist participants with job placement, retention, and
advancement.

Where formerly incarcerated fathers are included in the proposed target population, applicants must
describe how they will assess and meet the transitional needs of that population. Applicants
must demonstrate that program services can be tailored to the needs of both the general and formerly
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incarcerated populations they propose to serve.” Applicants must describe a strategy to develop strong
linkages to related supportive services within the targeted community.

Program Supportive Services

Applicants must include a plan for providing suppottive services, including transportation assistance and
childcare, that are designed to help reduce barriers to participation and improve program recruitment,
retention, and outcomes (funds may be used for the discrete costs of ancillary supportive services). The
applicant's plan must include a description of the gaps that exist in the provision of these services and
strategies to address them. The applicant must describe, as applicable, how they will address the provision
of supportive services that are not fundable under this grant (including, but not limited to trauma-informed
behavioral health care; legal assistance, including criminal record expungement and restorative justice
programs; health care, including mental health treatment; and substance abuse treatment),

Where supportive services are otherwise available (such as childcare assistance), programs must describe
how they will work with public and private social service agencies to maximize the availability and
robustness of these services.

Partnerships and Program Collaboration

Applicants must describe federal, state, local, tribal, and/or community-based collaboration and
partnership efforts designed to meet the needs of fathers effectively.

Applicants must include a signed MOU between each applicant and the partner agency(ies). A letter

of ntent from the applicant and all partner agencies can be submitted in lieu of an MOU or third-party
Agreement, if neither has been entered into by the time the application is submitted, A letter of intent must
provide a timeline for completion of an MOU or third-party Agreement (see Third-Party Agreements later
in this section for more information).

For programs that include services to incarcerated and reentering fathets, applicants must document
partnerships with state, county, and local criminal justice agencies (such as, probation and parole, prisons,
jails, and halfway houses). Applicants must demonstrate how they will ensure access to potential
participants priot to their release from confinement and for referrals of potential participants who have
been recently released into the community, Applicants must show evidence of, ot describe how they will
gain, access to prisons, jails, halfway houses, and other similar institutions to recruit and serve participants
prior to their release. Applicants must describe their plan to partner with probation and parole to support
post-release case management services, if applicable. '

Domestic Violence Requirement

Applicants must desctibe how the programs or activities in the application will address, as appropriate,
issues of domestic violence, intimate partner violence, and dating violence.

Applicants must also include evidence of consultation with experts in domestic violence or relevant
community domestic violence coalitions in developing the proposed programs and activities.

Evidence of consultation also may be demonstrated in the same manner as evidence of other partnership
relationships (e.g., MOUs or third-party agreements described previously), The applicant must
demonstrate that they have, or will have, collaborative partnerships with providers of domestic violence
services that will provide support throughout the duration of the program.

Child Maltreatment

Applicants must describe the strategies they will use to help prevent, detect, and respond to child
maltreatment among program participants. Applicants must describe how they will ensure staff
familiarity with their state's reporting requirements for child abuse and neglect.

Project Timeline and Milestones
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Provide quantitative monthly or quarterly projections of the accomplishments to be achieved for each
function, or activity, in such terms as the number of people to be served and the number of activities
accomplished. Data may be organized and presented as project tasks and subtasks with their corresponding
timelines during the project period. For example, each project task could be assigned to a row in the first
column of a grid, Then, a unit of time could be assigned to each subsequent column, beginning with the
first unit (i.e., week, month, quarter) of the project and ending with the last. Shading, arrows, or other
markings could be used across the applicable grid boxes or cells, representing units of tine, to indicate the
approximate duration and/or frequency of each task and its start and end dates within the project period.

When accomplishments cannot be quantified by activity or function, list them in chronological order to
show the schedule of accomplishments and their target dates,

Program Performance Evaluation Plan

Applicants must describe the plan for the program performance evaluation that will contribute to
continuous quality improvement, The program performance evaluation should monitor ongoing processes
and the progress towards the goals and objectives of the project. Include descriptions of the inputs (e.g.,
organizational profile, collaborative partners, key staff, budget, and other resources), key processes, and
expected outcomes of the funded activities. The plan may be supported by a logic model and

must explain how the inputs, processes and outcomes will be measured, and how the resulting information
will be used to inform improvement of funded activities.

Applicants must describe the systems and processes that will support the organization's performance
management requirements through effective tracking of petformance outcomes, including a description of
how the organization will collect and manage data (e.g. assigned skilled staff, data management software)
in a way that allows for accurate and timely reporting of performance outcomes. Applicants must describe
any potential obstacles for implementing the program performance evaluation and how those

obstacles will be addressed.

Additionally, applicants must describe expected program petformance activities in three key areas:

(1) Performance Measures. Applicants must describe how they will collect required program data
(applicant characteristics, program operations, enrollment and patticipation (setvice delivery), and
participant outcomes (i.e., attitudes, beliefs, and actions), both at beginning of the program (pre-test)
and at program exit (post-test)). Applicants must submit documentation that describes whether and
how the local evaluator was consulted in the development of performance measurement data
collection plans. Applicants must address their readiness to collect petformance measure data,
including readiness of staff to collect data — that is, applicants must describe staff qualifications and
training; identify specific staff who will be responsible for performance measurement data collection;
state any intention to designate staff as data manager(s) or intention to hire a data manager — and
capacity to collect data in a uniform, systematic manner. Applicants must describe how they will
maintain participant privacy.

Applicants must confirm their expected procedure for collecting applicant characteristics and pre- and
post-test data — that is, via ACASI-enabled onliné survey that uploads to nFORM (paper-and-pencil
forms will only be used as backup). Applicants must document that they have budgeted for sufficient
computers (laptops, desktop, tablets) that can utilize the specific web-browsers Internet Explorer
version 10 or higher or Chrome (version 36 or higher), (With regard to tablets, grantees may use iPad
(not Mini) ot Samsung Galaxy Tablet 10.1; both tablet models must use the Chrome browser, version
36 or higher. It is possible that other tablets will also work with nFORM as long as they are using
Chrome; however, the extensive testing will be conducted with the identified tablet models.)

Applicants must describe whether and how data will be collected by grantee staff, partner agencies,
and/or subcontracted evaluators. If applicable, applicants must also include with their applications
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letters of agreement with partner agencies and/or subcontracted evaluators that outline the
responsibilities of each agency, and that confirm the agencies’ agreement to collect and submit
performance measurement data. In the rare case where applicants and/or partners do not have access
to the internet because of systemic lack of connectivity, the proposal must clearly describe potential
avenues for collecting performance measurement data through the internet, as well as indicate a
willingness to work with ACF to find ways to implement intetnet data collection through these other
avenues.

(2) Management Information System (MIS). Applicants must confirm their intention to use nFORM
for collecting, storing, monitoring, and reporting standardized performance measures.

(3) Monitoring and Reporting. Applicants must describe how they will use performance measures,
monitor program services, and submit data, Applicants must include details reflecting readiness and
capacity to review performance data regularly (e.g., staffing and training to create data reports on a
weekly basis, timeline to meet weekly to review data). Applicants must address their readiness and
capacity to aggregate, generate, and submit quarterly reports and semi-annual Performance Progress
Reports (PPRs).

Funded Activities Evaluation Plan

Applicants must describe the plan for rigorous evaluation of funded activities. The evaluation may be
supported by a logic model. The evaluation must assess processes and progress towards the goals and
objectives of the project, and whether the project is having the expected effects and impacts, The
evaluation plan must specify expected outcomes and any research questions, The plan must discuss how
the results of this evaluation will provide greater understanding and improvement of the funded activities.
The plan must include a valid and reliable measurement plan and sound methodological design. Details
regarding the proposed data collection activities, the participants, and data management, and analyses
plans must be described. Applicants must describe any potential obstacles foreseen in implementation of
the planned evaluation and how those obstacles will be addressed.

More specifically, applicants must propose a descriptive local evaluation plan or an impact local
evaluation plan (in accordance with the funding level requested), which will answer one or more
grantee-specific research question(s). Applicants that propose to conduct descriptive evaluations must use
data and analysis to describe and explain the importance/implications of the program’s processes (such as
a process or program implementation study) and/or the program’s population (such as a pre-post study).

Applicants that propose to conduct an impact evaluation must have and describe a comparison group who
does not receive the services of interest and that is comparable (at baseline, i.e., before a program begins)

to those who participate in the service program. In addition to evaluation of impacts on specific outcomes,
applicants proposing impact evaluations must also include an examination, in close detail, of the function

and form of different parts of service process (i.e., “implementation study” or a “process study™).

Applicants must include the following components in their plans:

o Research questions, Applicants must precisely state the research question(s), including the specific
program measures, and how the answers to the questions will increase ACF’s understanding of
programming in this field, Applicants must link research question(s) (and the implementation
features and/or participant outcomes) to the applicant’s proposed logic model.

o Research design. Applicants must propose a specific research design in their plans, including details
regarding: staffing; timeline; recruitment of participants; planned sample size; measures (including
any measures in addition to the required performance measures); data collection methods, including
who will collect data (staff, partner agencies, and/or local or other subcontracted evaluators); and
analyses methods to be used. If multiple waves of data collection will be conducted, applicants must
describe the timing of those waves, and how respondents will be tracked over time for later data
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collection,

Applicants must include a justification for why the proposed research design is best suited to answer
the research question(s). For impact evaluations, applicants must differentiate the programming for
which each group (program/control/compatison) will be eligible, and specify how the groups will be
formed or selected.

» Community support. Applicants must include plans for incorporating input from partner agencies
and community partners in the development of local evaluations, and throughout the execution.

o Importance for the field. Applicants must clearly describe how the local evaluation will inform
future programming and expand the evidence base, as designed. Applicants must describe how
analyses of data will clearly support final reported results, and how targets for dissemination will
clearly communicate the implications of the study to others in the field,

Applicants must identify the local evaluator or local evaluator organization and include a signed letter of
agreement with this local evaluator. Applicants must include curriculum vitae for the leader of the research
project (i.e., Principal Investigator or Research Project Director). For every organization involved
(including local evaluator and partners), applicants must include letters of agreement supporting the plan
and outlining roles and responsibilities. All curricula vitae, resumes and letters of agreement must be
submitted in the application’s Appendices File (see Section IV.2. Content and Form of Application
Submission, Page Limitations and Content for All Submission Format for additional information on
application submission file placement). :

Applicants must identify the IRB they expect to use and must demonstrate a familiarity with that
IRB's procedures and review requirements, (Note: IRB requirements may differ for grantees participating
in a federal evaluation.)

Geographic Location
Describe the precise location of the project and boundaries of the area to be served by the proposed project.

Legal Status of Applicant Entity
Applicants must provide the following documentation:

Non-profit organizations applying for funding are required to submit proof of their non-profit status, Proof
of non-profit status is any one of the following:

o A reference to the applicant organization's listing in the IRS's most recent list of tax-exempt
organizations desctibed in the IRS Code.

e A copy of a currently valid IRS tax-exemption certificate.

e A statement from a state taxing body, state attorney general, or other appropriate state official
certifying that the applicant organization has non-profit status and that none of the net earnings
accrue to any private shareholders or individuals,

o A certified copy of the organization's certificate of incorporation or similar document that clearly
establishes non-profit status.

e Any of the items in the subparagraphs immediately above for a state or national parent organization
and a statement signed by the parent organization that the applicant organization is a local non-profit
affiliate.

Unless directed otherwise, applicants must include proof of non-profit status in the Appendices file of the
electronic application submission,

34 of 70



Additional Eligibility Documentation

Applicants must provide the additional, required documentation, or required credentials, to support
eligibility for an award, as described in Section 111 Eligibility Information of this announcement:

Post-Secondary Educational Institutions

Public post-secondary educational institutions (including community colleges) that apply as states,
territories, or tribal entities must submit a written statement or documentation that affirms that the
applicant:

o Is established by a state, territorial, or tribal government authority;

o Primarily receives funding through state, territorial, or tribal appropriation;

o Is legally authorized by the state, territory, or tribal authority to provide post-secondary education;

o Provides an educational program for which the institution awards a bachelor's degree, or a 2-year
program that is acceptable for full credit toward a bachelot's degree (e.g., associate’s degree), or
admission to a graduate or professional degree program; and

o Is accredited by a nationally recognized accrediting agency or association, or that it has been
granted pre-accreditation status by such an agency or association.

e Applicants with pre-accreditation status, must submit written affirmation or documentation that full
accreditation will be attained by the end of the planning period described in this FOA.

Nolnproﬁt Community Entity (including Public or Private Post-Secondary Educational Institutions)

Any applicants that are applying as public or private nonprofit community entities must submit a written
statement or documentation that the applicant:

o Is a nonprofit community entity or organization and is recognized as such by the state (See 45 CFR
87.1(h)(1)-(4).

o [s representative of a community, or a significant segment of a community, by involving members
of the community (e.g., elected public officials, private sector representatives, or low-income
residents) in assessing and addressing local needs. .

o Is engaged in meeting human, educational, child-welfare, family well-being, personal growth and
improvement, social welfare, or economic growth and mobility needs for the disadvantaged.

Further, a post-secondary educational institution that is applying as a “nonprofit community entity” on the
basis that it is meeting educational needs for the disadvantaged must submit a written statement or
documentation that the applicant is accredited by a nationally recognized accrediting agency or
association, Alternatively, it must have been granted pre-accreditation status by such an agency or
association and full accreditation must be attained by end of the planning period described in this FOA.

Logic Model

Applicants must submit a logic model for designing and managing their project. A logic model is a
one-page diagram that presents the conceptual framework for a proposed project and explains the links
among program elements. While there are many versions of logic models, for the purposes of this
announcement the logic model should summarize the connections between the:

e Goals of the project (e.g., objectives, reasons for proposing the interventions, if applicable);

o Assumptions (e.g., beliefs about how the program will work and its supporting resources.
Assumptions should be based on research, best practices, and experience);

o Inputs (e.g., organizational profile, collaborative partners, key staff, budget);

o Target population (e.g., the individuals to be served);

o Activities (e.g., approach, listing key intervention, if applicable);

e Qutputs (i.e., the direct products or deliverables of program activities); and

o Outcomes (i.c., the results of a program, typically describing a change in people ot systems).
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Project Sustainability Plan

Applicants must propose a plan for project sustainability after the period of federal funding ends. Grantees
are expected to sustain key elements of their grant projects, e.g., strategies or setvices and interventions,
which have been effective in improving practices and those that have led to improved outcomes for
children and families.

Desctibe the approach to project sustainment that will be most effective and feasible, Describe the key
individuals and/or organizations whose support will be required in order to sustain program activities.
Desctibe the types of alternative support that will be required to sustain the planned program. If the
proposed project involves key project partners, describe how their coopetation and/or collaboration will be
maintained after the end of federal funding,

Organizational Capacity ,
Provide the following information on the applicant organization and, if applicable, on any cooperating
partners:

e Organizational chatts;

¢ Resumes (no more than two single-spaced pages in length);

o Curricula Vitae (CV);

o Financial statements adhering to Generally Accepted Accounting Principles (GAAP), if available,
submit statements for up to the two most recently completed fiscal years (this requirement does not
apply to start-up organizations);

" e Audit reports or statements from Certified Public Accountants/Licensed Public Accountants, if
available, submit statements for up to the two most recently completed fiscal years (this
requirement does not apply to start-up organizations);

» Copy or description of the applicant organization’s fiscal control and accountability procedures;

e Evidence that the applicant organization, and any partnering organizations, have relevant
experience and expertise with administration, development, implementation, management, and
evaluation of programs similar to that offered under this announcement;

o Bvidence that each participating organization, including partners and/or subcontractors, possess the
organizational capability to fulfill their role(s) and function(s) effectively;

o Copy or description of the applicant organization’s persontel policies; -

o Job descriptions for each vacant key position,

Protection of Sensitive and/or Confidential Information

If any confidential or sensitive information will be collected during the course of the project, whether from
staff (e.g., background investigations) or project participants and/or project beneficiaries, provide a
description of the methods that will be used to ensute that confidential and/or sensitive information is
properly handled and safeguarded. Also provide a plan for the disposition of such information at the end
of the project period.

Third-Party Agreements

Third-party agreements include Memoranda of Understanding (MOU) and Letters of Commitment.
General letters of support are not considered to be third-party agreements. Third-party agreements must
clearly describe the project activities and suppott to which the third party is committing. Third-party
agreements must be signed by the person in the thitd-patty organization with the authority to make such
commitments on behalf of their organization.
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Collaboration/consortia applicants must provide letters of commitment or MOU identifying the primary
applicant that is responsible for administering the grant, The primary applicant must provide
documentation of the commitments made by partnering organizations and describe in detail their roles and
responsibilities as partners in the collaboration/consortia.

Plan for Oversight of Federal Award Funds

Provide a plan describing how oversight of federal funds will be ensured and how grant activities and
partner(s) will adhere to applicable federal and programmatic regulations. Applicants must identify staff
that will be responsible for maintaining oversight of program activities, staff, and partner(s), Applicants
must describe procedures and policies used to oversee staff and/or partners/contractors.

Describe organizational records systems that relate financial data to performance data by identifying the
source and application of federal funds so that they demonstrate effective control over and accountability
for funds, compare outlays with budget amounts, and provide accounting records supported by source
documentation,

The Project Budget and Budget Justification

All applicants are required to submit a project budget and budget justification with their application. The
project budget is entered on the Budget Information Standard Form, either SF-424A or SF-424C,
according to the directions provided with the SFs, The budget justification consists of'a budget narrative
and a line-item budget detail that includes detailed calculations for "object class categories" identified on
the Budget Information Standard Form. Applicants must indicate the method they are selecting for their
indirect cost rate, See Indirect Charges for further information.

Project budget calculations must include estimation methods, quantities, unit costs, and other similar
quantitative detail sufficient for the calculation to be duplicated. If matching or cost sharing is a
requirement, applicants must include a detailed listing of any funding sources identified in Block 18 of the
SF-424 (Application for Federal Assistance). See the table in Section IV.2. Required Forms, Assurances,
and Certifications listing the appropriate budget forms to use in this application.

Special Note: The Consolidated and Further Continuing Appropriations Act, 2015 (Pub.L. 113-235),
enacted December 16,2014, limits the salary amount that may be awarded and charged to ACF grants
and cooperative agreements. Award funds issued under this announcement may not be used to pay the
salary, or any percentage of salary, to an individual at a rate in excess of Executive Level 11, The
Executive Level I salary of the Federal Executive Pay scale is $183,300. Please see hitp.//

www.opm. gov/ policy-data-oversight/ pay-leave/salaries -wages/ 2015/ executive -senior- level, This
amount reflects an individual’s base salary exclusive of fringe benefits and any income that an individual
may be permitted to earn outside of the duties to the applicant organization. This salary limitation also
applies to subawards/subcontracts under a ACF grant or cooperative agreement,

Provide a budget justification using the 424A and/or 424C, as applicable, for each year of the proposed
project. Provide a budget justification, which includes a budget natrative and a line-item detail, for each
year of the proposed project. The budget natrative should describe how the categorical costs are derived.
Discuss the necessity, reasonableness, and allocation of the proposed costs.

Note: Applicants' line-item budget and budget justification must include all program-related costs,
including travel for all staff required to attend the entrance conference and biennial meetings in
Washington, DC, and regional roundtables. See Section I. Program Description, Post-Award
Requirements, Entrance Conference, Biennial Peer Meeting, and Roundtables.

Budgeting for Evaluation
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The applicant's overall line-item budget and budget justification must also include detailed allocations for
the range of required performance measure data and evaluation activities, including the following;

o Collection of performance data, including costs of staff training, time to collect data;
o Storage of performance data, including:

o Desktop/laptop computer or tablet purchase for ACASI on-line applicant characteristics and
pre- and post-tests, including headphones and maintenance;

o Costs for staff to conduct regular activity such as data entty, quality checks, reliability
training for coding, etc.; and

o Monitoring and reporting performance data, including costs for staff to analyze data, create and
review repotts, plan and monitor adjustments.

Local Evaluation Costs

o Applicants requesting funding levels between $350,000 and $699,999 are expected to allocate at
least $35,000 per yeat for a descriptive local evaluation, but no more than 10 percent of the total
budget.

o Applicants requesting funding levels between $700,000 and $999,999 are expected to allocate at
least $100,000 per year for a descriptive or impact local evaluation, but no more than 15 percebt of
the total budget for either evaluation.

o Applicants requesting funding levels between $1,000,000 and $2,000,000 are expected to propose
an impact evaluation and allocate at least 10 percent, but no more than 15 percent of their total
annual funding for local evaluation per year, or at least 15, but no more than 20 percent per year, if
proposing a randomized-controlled trial (RCT) impact evaluation.

General

Use the following guidelines for preparing the budget and budget justification. When a match or cost
share is required, both federal and non-federal resources must be detailed and justified in the budget and
budget narrative justification, "Federal resources" refers only to the ACF grant funds for which the
applicant is applying. “Non-federal resoutces” ate all other non-ACF federal and non-federal resources. It
is suggested that budget amounts and computations be presented in a columnar format: first column,
object class categories; second column, federal budget; next column(s), non-federal budget(s); and last
column, total budget, The budget justification should be in a narrative form,

Personnel '

Description: Costs of employee salaries and wages.

Justification: Identify the project director or principal investigator, if known at the time of application.
For each staff person provide: the title; time commitment to the project in months; time commitment to
the project as a percentage or full-time equivalent: annual salary; grant salary; wage rates; etc. Do not
include the costs of consultants, personne] costs of delegate agencies, or of specific project(s) and/or
businesses to be financed by the applicant. Contractors and consultants should not be placed under this
category.

Fringe Benefits
Description: Costs of employee fringe benefits unless treated as patt of an approved indirect cost rate.

Justification: Provide a breakdown of the amounts and percentages that comprise fringe benefit costs such
as health insurance, Federal Insurance Contributions Act (FICA) taxes, retirement insurance, and taxes.

Travel
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Description: Costs of out-of-state or overnight project-related travel by employees of the applicant
organization. Do not include in-state travel or consultant travel,

Justification: For each trip show the total number of traveler(s); travel destination; duration of trip; per
diem; mileage allowances, if privately owned vehicles will be used to travel out of town; and other
transportation costs and subsistence allowances, If appropriate for this project, travel costs for key project
staff to attend ACF-sponsored workshops/conferences/grantee orientations should be detailed in the
budget.

Equipment

Description; "Equipment" means an article of nonexpendable, tangible personal property having a useful
life of mote than one yeat per unit and an acquisition cost that equals or exceeds the lesser of: (a) the
capitalization level established by the organization for the financial statement purposes, or (b) $5,000.
(Note: Acquisition cost means the net invoice unit price of an item of equipment, including the cost of
any modifications, attachments, accessories, or auxiliary apparatus necessary to make it usable for the
purpose for which it is acquired. Ancillary charges, such as taxes, duty, protective in-transit insurance,
freight, and installation, shall be included in or excluded from acquisition cost in accordance with the
applicant organization's regular written accounting practices.)

Justification: For each type of equipment requested applicants must provide a description of the
equipment; the cost per unit; the number of units; the total cost; and a plan for use of the equipment in the
project; as well as a plan for the use, and/or disposal of, the equipment after the project ends. An
applicant organization that uses its own definition for equipment should provide a copy of its policy, or
section of its policy, that includes the equipment definition,

Supplies

Description: Costs of all tangible personal property other than that included under the Equipment
category. This includes office and other consumable supplies with a per-unit cost of less than $5,000.

Justification: Specify general categories of supplies and their costs, Show computations and provide
other information that supports the amount requested. '

Contractual

Description: Costs of all contracts for services and goods except for those that belong under other
categories such as equipment, supplies, construction, etc. Include third-party evaluation contracts, if
applicable, and contracts with secondary recipient organizations (with budget detail), including delegate
agencies and specific project(s) and/or businesses to be financed by the applicant. This area is not for
individual consultants,

Justification: Demonstrate that all procurement transactions will be conducted in a manner to provide, to
the maximum extent practical, open, and free competition. Recipients and subrecipients, other than states
that are required to use 45 CFR Part 75 procedures, must justify any anticipated procurement action that is
expected to be awarded without competition and exceeds the simplified acquisition threshold fixed by 41
U.S.C. § 134, as amended by 2 CFR Part 200,88, and currently set at $150,000. Recipients may be
required to make pre-award review and procurement documents, such as requests for proposals or
invitations for bids, independent cost estimates, etc,, available to ACF.

Note: Whenever the applicant intends to delegate part of the project to another agency, the applicant must
provide a detailed budget and budget narrative for each contractot/sub-contractor, by agency title, along
with the same supportting information referred to in these instructions. If the applicant plans to select the
contractors/sub-contractors post-award and a detailed budget is not available at the time of application, the
applicant must provide information on the nature of the work to be delegated, the estimated costs, and the
process for selecting the delegate agency.
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Other

Description: Enter the total of all other costs. Such costs, where applicable and appropriate, may include
but are not limited to: consultant costs, local travel; insurance; food (when allowable); medical and dental
costs (noncontractual); professional services costs (including audit charges); space and equipment rentals;
printing and publication; computer use; training costs, such as tuition and stipends; staff development
costs; and administrative costs.

Justification: Provide computations, a narrative description, and ajustiﬁcation for each cost under this
category.

Indirect Charges

Description: Total amount of indirect costs. This category has one of two methods that an applicant can
select, An applicant may only select one. '

1) The applicant currently has an indirect cost rate approved by the Department of Health and Human
Services (HHS) or another cognizant federal agency

Note: An applicant must enclose a copy of the current approved rate agreement, If the applicant is
requesting a rate that is less than what is allowed under the program, the authorized representative of the
applicant organization must submit a signed acknowledgement that the applicant is accepting a lower rate
than allowed,

2) Per 45 CFR  § 75.414(f) Indirect (F&A) costs, “any non-Federal entity [i.e., applicant] that has
never received a negotiated indirect costs rate, ... may elect to charge a de minimis rate of 10% of
modified total direct costs (MTDC) which may be used indefinitely, As described in § 75.403, costs
must be consistently charged as either indirect or direct costs, but may not be double charged or
inconsistently charged as both. If chosen, this methodology once elected must be used consistently
fot all Federal awards until such time as a non-Federal entity chooses to negotiate for a rate, which the
non-Federal entity may apply to do at any time.”

Justification: This method only applies to applicants that have never received an approved negotiated
indirect cost rate from HHS or another cognizant federal agency. Applicants awaiting approval of their
indirect cost proposal may request the 10 percent de minimis. When the applicant chooses this method,
costs included in the indirect cost pool must not be charged as direct costs to the grant.

Paperwork Reduction Disclaimer

As required by the Paperwork Reduction Act of 1995, 44 U.S.C. §§ 3501-3521, the public reporting
burden for the Project Description and Budget/Budget Justification is estimated to average 60 hours per
response, including the time for reviewing instructions, gathering and maintaining the data needed, and
reviewing the collection information, The Project Description information collection is approved under
OMB control number 0970-0139, which expires 10/31/2015. An agency may not conduct or sponsor, and
a person is not required to respond to, a collection of information unless it displays a currently valid OMB
control number. '

Application Submission Options

Electronic Submission via www.Grants.gov

o Additional guidance on the submission of electronic applications can be found at http./
www.grants.gov /web /grants /applicants /apply- for- grants.html.

o If applicants encounter any technical difficulties in using www.Grants.gov, contact the Grants.gov
Contact Center at: 1-800-518-4726, or by email at support@grants,gov, to report the problem and
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obtain assistance. Hours of Operation: 24 hours a day, 7 days a week. The Grants.gov Contact
Center is closed on federal holidays,

o Applicants should always retain Grants.gov Contact Center setvice ticket number(s) as they may be
needed for future reference.

o Contact with the Grants.gov Contact Center prior to the listed application due date and time
does not ensure acceptance of an application, If difficulties are encountered, the Grants
Management Officer listed in Section VII. Agency Contacts will determine whether the
submission issues are due to Grants.gov system errors or user error.,

Application Validation at www.Grants.gov

After an application has been successfully submitted to www.Grants.gov, it still must pass a series of
validation checks. After an application is submitted, Grants.gov generates a submission receipt via email
and also sets the application status to "Received." This receipt verifies that the application has been
successfully delivered to the Grants.gov system.

Next, Grants.gov verifies the submission is valid by ensuring it does not contain viruses, the opportunity is
still open, and the applicant login and applicant DUNS number match, If the submission is valid,
Grants.gov generates a submission validation receipt via email and sets the application status to
"Validated."

If the application is not validated, the application status is set to "Rejected." The syétem sends a rejection
email notification to the applicant and the applicant must re-submit the application package. See "What to
Expect After Submitting" at www.Grants.gov for more information,

Each time an application is submitted, or resubmitted, via www.Grants.gov, the application will receive a
new date and time stamp. Only those applications with on-time date and time stamps that result in a
validated application, which are transmitted to ACF, will be acknowledged.

Applicants will be provided with an acknowledgement from Grants.gov that the submitted application
package has passed, or failed, a series of checks and validations. Applications that are submitted on time
that fail the validation check will not be transmitted to ACF and will not be acknowledged.

NOTE: The Grants.gov validation check can affect whether the application is accepted for review. If an
application fails the Grants.gov validation check and is not resubmitted by 11:59 p.m., ET, on the due
date, it will not be transmitted to ACF and will be excluded from the review,

Similarly, if an applicant resubmits their application to Grants.gov by 11:59 p.m., ET, on the due date, and
the resubmitted application does not pass the validation check, it will not be transmitted to ACF and will
be excluded from the review.

Systems Issues

For any systems issues experienced with Grants.gov or SAM.gov, please refer to ACF’s “Policy for
Applicants Experiencing Federal Systems Issues” document for complete guidance at https: /
www.acf.hhs.gov / sites / default /files /assets /systems _issue policy final, pdf,

Request an Exemption from Required Electronic Application Submission

ACF recognizes that some applicants may have limited or no Intetnet access, and/or limited computer
capacity, which may prohibit them from uploading large files at www.Grants.gov. To accommodate such
applicants, ACF offers an exemption from required electronic submission, The exemption will allow
applicants to submit hard copy, paper applications by hand-delivery, applicant courier, overnight/express
mail couriers, or by other representatives of the applicant,

To receive an exemption from required electronic application submission, applicants must submit a written
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request to ACF that must state that the applicant qualifies for the exemption for one of the two following
reasons:

o Lack of Internet access or Internet connection, or
o Limited computer capacity that prevents the uploading of large documents (files) at
www.Grants.gov.

Applicants may request and receive the exemption from required electronic application submission by
either:

o Submitting an email request to electronicappexemption(@acf.hhs.gov, or
» Sending a written request to the Office of Grants Management Contact listed in Section VII. Agency
Contacts in this announcement.

Requests for exemption from required electronic application submission will be acknowledged with an
approval or disapproval.

Requests that do not state one of the two listed reasons will not be approved,

An exemption is applicable to all applications submitted by the applicant organization during the Federal
Fiscal Year (FFY) in which it is received. Applicants need only request an exemption once in a FFY.
Applicants must request a new exemption from required electronic submission for any succeeding FFY.

Please Note: electronicappexemption@acf.hhs.gov may only be used to request an exemption from
required electronic submission. All other inquiries must be directed to the appropriate Agency Contact
listed in Section VII, of this announcement, Queries or requests submitted to this email address for any
reason other than a request for an exemption from electronic application submission will not be
acknowledged or answered,

All exemption requests must include the following information:

o Funding Opportunity Announcement Title,

o Funding Opportunity Number (FON),

o The listed Catalog of Federal Domestic Assistance (CFDA) number,

o Name of Applicant Organization and DUNS Number,

o AOR name and contact information,

o Name and contact information of person to be contacted on matters involving the application (i.e.,
the Point of Contact), and

e The reason for which the applicant is requesting an exemption from electronic application
submission. The request for exemption must state one of the following two reasons: 1) lack of
Internet access or Internet connection; or 2) lack of computer capacity that prevents uploading large
documents (files) to the Internet.

Exemption requests must be received by ACF no later than two weeks before the application due
date, that is, 14 calendar days prior to the application due date listed in the Overview and in Section IV.3.
Submission Dates and Times. If the fourteenth calendar day falls on a weekend or federal holiday, the due
date for receipt of an exemption request will move to the next federal business day that follows the
weekend or federal holiday.

Applicants may refet to Section VIII. Other Information for a checklist of application requirements that
may be used in developing and organizing application materials, Details concerning acknowledgment of
received applications are available in Section IV.3. Submission Dates and Times of this announcement.
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Paper Format Application Submission

An exemption is now required for the submission of paper applications. See the preceding section on
" Request an Exemption from Required Electronic Application Submission."

Applicants with exemptions that submit their applications in paper format, by mail or delivery, must
submit one original and two copies of the complete application with all attachments. The original and each
of the two copies must include all required forms, certifications, assurances, and appendices, be signed by
the AOR, and be unbound. The original copy of the application must have original signature(s). See

Section IV.6, of this announcement for address information for paper format application submissions.
Applications submitted in paper format must be received by 4:30 p.m, ET, on the due date.

Applicants may refer to Section VIIL. Other Information for a checklist of application requirements
that may be used in developing and organizing application materials, Details concerning acknowledgment
of received applications are available in Section IV.3. Submission Dates and Times in this announcement,

1V.3. Submission Dates and Times
Due Date for Applications: 07/07/2015
Explanation of Due Dates

The due date for receipt of applications is listed in the Overview section and in this section, See Section
113, Application Disqualification Factors.

Electronic Applications

The deadline for submission of electronic applications via www.Grants.gov is 11:59 p.m., ET, on the due
date. Electronic applications submitted at 12:00 a,m., ET, on the day after the due date will be considered
late and will be disqualified from competitive review and from funding under this announcement,

Applicants are required to submit their applications electronically via www.Grants.gov unless they
received an exemption through the process described in Section IV.2. Request an Exemption from
Required Electronic Application Submission, '

ACF does not accommodate transmission of applications by email or facsimile,

Instructions for electronic submission via www.Grants.gov are available at;
http://www.grants.gov/applicants/apply for grants.sp.

Applications submitted to www.Grants.gov at any time during the open application period prior to the due
date and time that fail the Grants.gov validation check will not be received at ACF. These applications
will not be acknowledged.

Mailed Paper Format Applications

The deadline for mailed paper applications is 4:30 p.m., ET, on the due date, Mailed paper applications
received after the due date and deadline time will be considered late and will be disqualified from
competitive review and from funding under this announcement,

Paper format application submissions will be disqualified if the applicant organization has not received an
exemption through the process described in Section IV.2. Request an Exemption from Required Electronic
Application Submission.

Hand-Delivered Paper Format Applications

Applications that are hand-delivered by applicants, applicant couriers, by overnight/express mail couriers,
or other representatives of the applicant must be received on, or before, the due date listed in the Overview
and in this section, These applications must be delivered between the hours of 8:00 a.m, and 4:30 p.m.,
ET,Monday through Friday (excluding federal holidays). Applications should be delivered to the address
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provided in Section IV.6.Other Submission Requirements.

Hand-delivered paper applications received after the due date and deadline time will be considered late
and will be disqualified from competitive review and from funding under this announcement,

Hand-delivered paper format application submissions will be disqualified if the applicant organization has
not received an exemption through the process described in Section IV. 2. Request an Exemption from
Required Electronic Application Submission.

No appeals will be considered for applications classified as late under the following circumstances:

o Applications submitted electronically via www.Grants.gov are considered late when they are dated
and time-stamped after the deadline of 11:59 p.m., ET, on the due date.

o Paper format applications received by mail or hand-delivery after 4:30 p.m., ET, on the due date
will be classified as late and will be disqualified.

o Paper format applications received from applicant organizations that were not approved for an
exemption from required electronic application submission under the process described in Section
IV.2. Request an Exemption from Required Electronic Submission will be disqualified.

Extensions and/or Waiving Due Date and Receipt Time Requirements

ACF may extend an application due date and receipt time when circumstances make it impossible for
applicants to submit their applications on time. These events include natural disasters (floods, hurricanes,
tornados, etc.), or when there are widespread disruptions of electrical service, or mail service, or in other
rare cases. The determination to extend or waive due date and/or receipt time requirements rests with the
Grants Management Officer listed as the Office of Grants Management Contact in Section VII. Agency
Contacts.

Acknowledgement from www.Grants.gov

Applicants will receive an initial email upon submission of their application to www.Grants.gov. This
email will provide a Grants.gov Tracking Number. Applicants should refer to this tracking number in all
communication with Grants.gov. The email will also provide a date and time stamp, which serves as the
official record of application's submission. Receipt of this email does not indicate that the application is
accepted or that is has passed the validation check.

Applicants will be provided with an acknowledgement from www.Grants.gov that the submitted
application package has passed, or failed, a series of checks and validations. Applications that are
submitted on time that fail the validation check will not be transmitted to ACF and will not be
acknowledged.

See "What to Expect After Submitting” at www.Grants.gov for more information.

Acknowledgement from ACF of an electronic application's submission:

Applicants will be sent additional email(s) from ACF acknowledging that the application has been
retrieved from www.Grants.gov by ACF. Receipt of these emails is not an indication that the application
is accepted for competition,

Acknowledgement from ACF of receipt of a paper format application

ACF will not provide acknowledgement of receipt of hard copy application packages submitted via mail or
courier services.

IV.4. Intergovernmental Review of Federal Programs
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This program is covered under Executive Order (E.O.) 12372, "Intergovernmental Review of Federal
Programs," and 45 CFR Part 100, "Intergovernmental Review of Department of Health and Human
Services Progtams and Activities." Under the Executive Order, States may design their own processes for
reviewing and commenting on proposed Federal assistance under covered programs.

Applicants should go to the following URL for the official list of the jurisdictions that have elected to
participate in E.O. 12372 http://www.whitehouse.gov/omb/grants spoc/,

Applicants from participating jurisdictions should contact their SPOC, as soon as possible, to alert them of
their prospective applications and to receive instructions on their jurisdiction's procedures. Applicants
must submit all required application materials to the SPOC and indicate the date of submission on the
Standard Form (SF) 424 at item 19,

Under 45 CFR 100.8(a)(2), a SPOC has 60 days from the application due date to comment on proposed
new awards.

SPOC comments may be submitted directly to ACF to: U.S. Department of Health and Human Services,
Administration for Children and Families, Office of Grants Management, Division of Discretionaty
Grants, 370 L'Enfant Promenade SW., 6th Floor East, Washington, DC 20447,

Entities that meet the eligibility requirements of this announcement are still eligible to apply for a grant
even if a State, Territory or Commonwealth, etc., does not have a SPOC or has chosen not to participate in
the process. Applicants from non-participating jurisdictions need take no action with regard to E.O, 12372.
Applications from Federally-recognized Indian Tribal governments are not subject to E.O. 12372,

IV.5. Funding Restrictions

Costs of organized fund raising, including financial campaigns, endowment drives, solicitation of gifts and
bequests, and similar expenses incurred solely to raise capital or obtain contributions, are considered
unallowable costs under grants or cooperative agreements awarded under this funding opportunity
announcement. '

Note: Costs incurred for grant application preparation are not considered allowable costs under an award
and may not be included in the project budget or budget justification.

Grant awards will not allow reimbursement of pre-award costs,

Purchase of real propetty is not an allowable activity or expenditure under this grant award.
Local Evaluation Costs

o Applicants requesting funding levels between $350,000 and $699,999 are expected to allocate at
least $35,000 per year for a descriptive local evaluation, but no more than 10 percent of the total
budget. .

» Applicants requesting funding levels between $700,000 and $999,999 are expected to allocate at
least $100,000 per year for a descriptive or impact local evaluation, but no more than 15 percent of
the total budget for either evaluation.

o Applicants requesting funding levels between $1,000,000 and $2,000,000 are expected to propose
an impact evaluation and allocate at least 10 percent, but no more than 15 percent of their total
annual funding for local evaluation per yeat, or at least 15, but no more than 20 percent per year, if
proposing a randomized-controlled trial (RCT) impact evaluation.

Construction, Alteration and Renovation

Costs for construction and/or major alteration and renovation are not statutorily authorized under this
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grant, However, minor alteration and renovation costs for the following putposes may be allowable with
the prior approval of the grantor agency: changing the interior arrangement or physical intetior
characteristics of an existing facility; installing equipment to improve efficiency for its currently
designated purpose; or adapting existing equipment to an alternative use to meet a specific programmatic
requirement. Additionally, minor alteration and renovation may not exceed $150,000 or 25 percent of the
total approved budget (direct and indirect) for the budget period, whichever is less,

IV.6. Other Submission Requirements
Submit paper applications to one of the following addresses. Also see Secnon IV.2. Request an Exemption
firom Required Electronic Application Submission.

Submission By Mail

Grants Operations Center

ATTN: HHS-2015-ACF-OFA-FK-0993
1401 Merchatile Lane

Suite 401

Largo, MD 20774

Hand Delivery

Grants Operations Center

ATTN: HHS-2015-ACF-OFA-FK-0993
1401 Merchatile Lane

Suite 401

Largo, MD 20774

Electronic Submission

See Section IV, 2 for application requitements and for guidance when submlttmg applications electronically
via http://www.Grants,gov,

For all submissions, see Section IV.3, Submission Dates and Times.

V.1, Criteria

Please note: Reviewers will not access, or review, any materials that are not patt of the application
documents. This includes information accessible on websites via hyperlinks that are referenced, or
embedded, in the application. Though an application may include web links, or embedded hyperlinks,
reviewers will not review this information as it is not considered to be part of the application documents.
Nor will the information on websites be taken into consideration in scoring of evaluation criteria presented
in this section, Reviewers will evaluate and score an application based on the documents that are presented
in the application and will not refer to, or access, external links during the objective review.

Appllcatlons competing for financial assistance will be reviewed and evaluated using the criteria described
in this section. The corresponding point values indicate the relative importance placed on each review
criterion. Points will be allocated based on the extent to which the application proposal addresses each of
the criteria listed. Applicants should address these criteria in their application materials, particularly in the
project description and budget justification, as they are the basis upon which competing applications will
be judged during the objective review. The required elements of the project description and budget
justification may be found in Section IV.2 of this announcement.
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The number of bulleted statements under each review criterion does not necessarily reflect an equal
distribution of points among corresponding point values. The entire application will be reviewed and
evaluated. Particular emphasis will be placed upon the strengths and weaknesses of the application's
correlation to the FOA's Section I. Program Description and Section IV.2, The Project Description ot
Section 1V.2, The Budget and Budget Justification.

The criteria for Performance Measurement and Evaluation will be assessed and scored in two parts for a
potential combined maximum score of 15 points, The first sub-criteria, Commitments to Data and
Evaluation, will be assessed and scored 0 or 3 points for the extent to which the applicant's plan addresses
each of the three listed commitment agreements, No partial points will be awarded. This means that
reviewers will award zero points under this sub-criteria to applicants that do not positively affirm all
three listed commitments, and reviewers will award the full 3 points to applicants that positively affirm
all three commitments. The next two sub-criteria, Performance Measurement Data and Local Evaluation
Plan will be assessed together for a potential combined score of 12 points. For this sub-criteria, reviewers
may award partial points (i.e., between 0 and 12 points).

PROJECTAPPROACH ~ ~~ * = Maximum Points: 35

The applicant's overall program design, approach, and ability to provide required services
adequately will be reviewed and assessed by the following criteria.

0-35 points for the extent to which the applicant:

o Demonstrates a clear, consistent understanding of the stated over-arching purpose of promoting
responsible fatherhood, including the statutory activity elements the applicant proposes to
implement, and the desired short- and long-term outcomes identified in this FOA.

o Includes information on the need to offer responsible fatherhood through responsible parenting,
and economic stability and mobility, and healthy marriage services in the target service area, to a
specified target population, and articulates how the proposed program will meet these needs.
Demonstrates a clear understanding of the availability of, and gaps in, supportive services
available in their community.

o Includes a logic model that provides an overview of the program and clearly links program
elements to intended outcomes, The short- and long-term outcomes are clear and measurable, are
related to the three authorized activity areas, and align with the ACF programmatic short- and
long-term goals.

o Includes a detailed description of how the proposed service strategy will be implemented,
including:

e specific information on the services and activities to be provided within the required areas
of responsible parenting, economic stability and mobility, and healthy marriage, as well as
case management and supportive services.

o the integration of responsible parenting, economic stability and healthy marriage activities,
and any other allowable services and activities;.

o how participants will be recruited and retained, and how the particular needs of the target
population will be taken into consideration; how individual participants will be matched
appropriately to component services and activities;

e how the program will meet the program access and voluntary participation requirements;
what types of screening and assessments the program will conduct (including any screening
and assessment tools the program will utilize) and for what purposes these screenings and
assessments are done,

» a discussion of the barriets to participation the target population (e.g., recruitment,
retention, transportation) may encounter and how these will be addressed, including
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cultural appropriateness.

o identifies curricula and/or other strategies it plans to utilize under each component activity
and provides a clearly articulated, justified, and well-documented rationale for selecting
those curricula and strategies. ’

e includes a sound rationale for the proposed skills-based curricula and thoroughly desctibes
its evidence base or how it is evidence informed,

o demonstrates strong partnerships with appropriate public and private social service and
community-based agencies to meet needs of the target population,

o Includes a description of the project timeline and milestones for the full project period. The
description includes approximate dates for implementation of all components of the project and
includes the number of people the program expects to serve each year. The description is clear,
thorough, and follows a logical sequence.

In addition to the above criteria, for applicants that propose to include subsidized employment
services, the thoroughness of their plan and their organizational capacity and experience in
developing and providing subsidized employment services will be reviewed and assessed under the
following criterion. (Reviewers will not deduct any points if this option is not selected. The maximum
points under Project Approach if the option is proposed will remain 35 points.)

o The components of the subsidized employment model are identified as part of the applicant's
project design and implementation and are appropriate to accomplish the specific goals of the
project. The description clearly includes strategies to impart marketable job skills that will assist
the individual in obtaining permanent unsubsidized employment. The applicant also provides
sound and feasible plans to partner with businesses and agencies that will employ or work with
the general population of fathers and formerly incarcerated fathers (if targeted) to create
employment opportunities. The applicant describes an employment and retention strategy that is
responsive and adequate.

All applicants’ plan, capacity, and strategy to adequately provide case management and support
services will be reviewed and assessed by the following criteria:

o The applicant has a thorough, feasible, and robust strategy for providing effective case
management to program participants.

o The applicant has a thorough, feasible, and robust strategy for providing support services, helping
participants utilize services available in the community, and providing referrals for support
services.

The thoroughness, feasibility, documented consultation, collaboration/partnership, and capacity
of all applicants to address issues of domestic violence and child maltreatment will be reviewed
and assessed by the following criteria.

o The applicant describes how the programs or activities will address, as appropriate, issues of
domestic violence, intimate partner and dating violence, and the description is thorough and
feasible,

o The applicant provides evidence of initial consultation with domestic violence experts to assist in
the development of appropriate protocols tailored to the program.

o The applicant demonstrates that they have or will have collaborative partnetships with providers
of domestic violence services that will provide support throughout the duration of the program,
including a process for service referrals.

o The applicant describes how they will develop strategies to help prevent, detect, and respond to
child maltreatment among program participants.

o The applicant's description of how they will ensure staff familiarity with their state's requirements
for child abuse and neglect is clear, reasonable, and feasible.
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ORGANIZATIONAL CAPACITY AND EXPERIENCE - - .~ - Maximum Points: 20

The applicant's organizational capacity and experience to adequately develop and manage a New

Pathways responsible fatherhood program will be reviewed and assessed using the following
criteria.

0-20 points for the extent to which the applicant:

o Demonstrates the organizational capacity necessary to oversee federal grants through a
description of the organization's fiscal controls, and an explanation of the organization's
governance structure, including:

e a clear description of its financial management experience, and provides evidence of an
adequate records system that will allow for effective control over and accountability for
funds; and

e an organizational chart that demonstrates the telationship between all positions (including
consultants and/or sub-contractors) to be funded through this grant.

o Demonstrates its current capability to organize and operate the proposed project effectively and
efficiently.

o Cleatly describes the organization's relevant experience, including previous accomplishments in
providing specific services and activities in relevant areas, including promoting responsible
fatherhood/improving relationships and/or promoting healthy marriage, implementing

high-quality and effective economic stability and mobility employment programs, and addressing

domestic violence and child maltreatment.
e Describes the experience and previous accomplishments of program partners in relevant areas.

DVALUATION

PERFORMANCE MEASUREMENT DATA AND R ~ i Maximum Points: 15

The applicant's plan and capacity to manage proper data collection, documentation, and
reporting (including internal accountability and a plan for monitoring performance) and the

applicant's plan and capacity to conduct a local evaluation in collaboration with an independent

local evaluator (and other measures) will be reviewed and assessed by the criteria listed under
each of the following sections.

Commitments to Data and Evaluation

0 or 3 points for the extent to which the applicant's plan addresses the following three commitment

agreements, Applicants that do not positively affirm all of the following three commitment agreements

will not receive any of the 3 points available for this area. No partial points will be awarded.

o The applicant affirms a commitment to document, stote, and report on performance using the full

set of uniform measures to be provided by ACF and using nFORM and the ACASI on-line
applicant characteristics and pre- and post-tests;.

o The applicant affirms a commitment to conduct a local evaluation; and

o The applicant affirms a commitment to participate in all aspects of any federally
sponsored evaluation as a condition of acceptance of funding, and indicates that they will be

responsible for ensuring that partnering organizations also comply with the condition of award, as

described in the FOA.,

After assessing the minimum threshold, all applicants' plan, strategy, and capacity to address the

performance measurement data and local evaluation requirements adequately will be reviewed

and assessed using the following criteria.
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0-12 points (applied to Performance Measurement Data and Local Evaluation combined) for the extent
to which:

Performance Measurement Data

o The applicant sufficiently describes comprehensive processes planned ot in place to collect data
in a uniform, systematic manner while maintaining participant privacy.

o The applicant’s plan is consistent with the scope of the data collection effort. Further, the
applicant satisfactorily addresses all components as described in the FOA with regard to:

o staff readiness;

e the process for whether and how partners will be involved in performance measures data
collection and storage, and reporting; and

o a rigorous process for completing applicant characteristics and pre- and post-tests.

o The applicant provides sufficient detail about the staffing, training, and resources to monitor and
report on all components described in Section IV.2 Project Description, Program Performance
Evaluation Plan components.

o The applicant describes a complete process to-date, and intended process in the future, of
consultation with key stakeholders, including community stakeholders, in developing the
performance management data collection plan. '

o The applicant indicates tasks that are consistent with the goals of the planning period, including
efforts that will improve the quality of the performance measurement data,

Local Evaluation Plan

o The applicant proposes a local evaluation plan with adequate detail on how the local evaluation
will accomplish a successful study related to a specific research question(s) that is consistent with
all components described in Section IV.2 Project Description, Funded Activities Evaluation Plan.

o The applicant’s plan sufficiently describes the research question(s), research design, sample and
sample size, and data collection (including measures) that is consistent with all components
described in Section IV.2 Project Description, Funded Activities Evaluation Plan.

» The applicant satisfactorily describes plans for training data collectors; and for regularly
reviewing submitted data to assess and swiftly address problems.

o The applicant’s plan clearly describes how the local evaluation, as designed, will inform future
programming and expand the evidence base, how analyses of data will clearly support final
reported results, and describes targets for dissemination.

o The applicant indicates tasks that are consistent with the goals of the planning period, including
efforts that will improve the quality of the local evaluation.

o The applicant addresses all components related to a local evaluator, including a signed letter of
agreement with a local evaluator to conduct the local evaluation independently. The letter from
the evaluator clearly indicates an understanding of potential federal evaluation and need for IRB
oversight, B

o The applicant includes a sound plan for securing informed consent (where appropriate) and
working with an IRB for approval of the proposed design and processes. The applicant names the
specific IRB to which it expects to apply.

o The applicant’s local evaluation plan documents sufficient existing and planned input from
partners that is consistent with all components desctibed in Section IV.2 Project Description,
Funded Activities Evaluation Plan.

PROGRAM MANAGEMENT AND STAFFING : -~ Maximum Points: 15
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The applicant's capacity and experience to adequately develop, oversee, manage, staff, and
comply with all aspects of a New Pathways responsible fatherhood program will be reviewed and
assessed using the following criteria.

0-15 points for the extent to which:

. The applicant's project management approach clearly describes the intended leadership structure
and lines of accountability, and identifies a dedicated project director.

o Proposed senior staff has documented experience with project leadership and decision-making
processes.

o The applicant identifies each key staff position, including those responsible for direct project
oversight (including oversight of partners), management, implementation, and performance
assessments of the proposed project. The applicant notes if any positions are vacant, includes job
descriptions for vacant positions, and proposes a reasonable and clear approach to filling them.,

o The applicant includes detailed information about collaborations, partnerships, and MOUs or
third-party Agreements (or letter of intent, if applicable, and as described in the FOA) with
organizations and stakeholders that the applicant indicates will be responsible for aspects of the
program, will serve as sources of participant recruitment, or will provide setvices to program
participants on a referral basis.

o The applicant’s proposed staffing plan demonstrates a sound relationship between the expertise
required for key positions and the educational and professional qualifications of the proposed
staff, and includes resumes of key staff and consultants which correspond to the organizational
chart,

o The applicant includes a written statement regarding its understanding of all
unallowable activities under this grant, such as using funds for abstinence education programs,
non-programmatic capacity-building, train-the-trainer programs, and no fee-for-service provision.
The statement(s) confirms the applicant’s commitment not to provide any unallowable activities
under this funding, ‘

s The applicant demonstrates an understanding of the non-supplantation provision under this FOA
and includes a written statement to comply with the provision,

BUDGET AND BUDGET JUSTIFICATION. . .. ... .. “Maximum Points: 15
The applicant's line-item budget and budget justification will be reviewed and assessed for
thoroughness, soundness, and accountability under the following criteria.

0-15 points for the extent to which:
General

o The applicant includes a budget and line-item justifications for all operating expenses that are
consistent with the proposed project objectives and activities. The narrative budget justification
clearly states how each line item will be utilized. The applicant provides information about how
the funds will be allocated among the program components proposed, including all required
items, such as travel to attend the entrance conference and biennial meetings in Washington, DC,
and any roundtable meetings.

e The applicant’s project costs are allowable, reasonable, allocable, necessary, and are
commensurate with the types and range of activities and services to be conducted, the number of
patticipants to be served, and the expected goals and objectives,

o The applicant describes a plan for overall fiscal management, including internal and third-party
financial monitoring systems that demonstrate structure and accountability for applicant and any
sub-contractors.

Performance Measurement Data
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o The applicant’s budget is consistent with the proposed plan for the grantee itself as well as
for partner agency(ies), evaluators, and others’ involvement in performance measure data
collection and/or storage and/or reporting.

o For the ACASI online pre- and post-test survey, the applicant’s budget adequately reflects
purchase of computets or tablets approptiate to the technical requitements for the online survey
and communication with the identified MIS system,

e With regard to nFORM, the applicant’s budget reflects appropriate costs for staffing,
qualifications, and essential initial and maintenance training. '

o The applicant’s budget reflects appropriate costs for staffing, training, and resources to monitor
and report.

o The applicant’s budget allocates adequate funding for costs related to all planning period tasks
associated with performance measurement data.

Local Evaluation Plan

o The applicant’s budget for the local evaluation is clearly detailed, with costs identified for
staffing and sub-contract agreements and other direct costs that are consistent with the identified
plan and timeline.

o The applicant’s budget allocates funding for local evaluation in accordance with the level of
federal funds being requested and for costs related to all planning period tasks associated with the
local evaluation,

Subsidized Employment

In addition to the above criteria, applicants that propose to include subsidized employment
services will also have their line-item budget and budget justification reviewed and assessed under
the following criterion:

o The applicant clearly outlines in the budget and budget narrative the financial obligations of both
the applicant and the employex(s).

BONUSPOINTS = oo .o oo o Maximum Points: 5

Impact Evaluation
0 or 5 points:

The following criteria will be applied to applicants that propose local impact evaluations with a
RCT. Only those applicants meeting all criteria will receive bonus points. There will be no award of
partial points.

(1) RCT-relevant research question(s). The applicant’s research question(s) proposed is appropriate
for an RCT-design study.

(2) Random assignment,

(a) Method/timing of random assignment, The applicant desctibes an appropriate method and
timing for how and when random assignment will be conducted, and how it will be monitored so
that those assigned to specific comparison groups do not receive program services during the
designated research period. '

(b) Comparability of research groups. The applicant describes appropriate methods to
determine/monitor the comparability of the research groups.

(3) Sample.

(a) Unit of analysis and target population(s). The applicant states the unit of analysis (e.g.,
non-residential father, unmarried couple). The applicant describes the target population(s) for their
research project and whether the population(s) differs from those who will be served by the grant in
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general,

(b) Sample size. The applicant states the intended sample size (overall and by year), the estimated
attrition, and the anticipated size of the final sample to be used for analyses. The applicant presents
a satisfactory power analysis, demonstrating that proposed sample sizes will be able to detect
expected effect sizes for the outcomes targeted. '

(c) Methods to promote syfficient program participation. The applicant describes appropriate
methods to ensure that sufficient sample is rectuited, enrolls, and participates in the program.

V.2. Review and Selection Process

No grant award will be made under this announcement on the basis of an incomplete application. No
grant award will be made to an applicant or sub-recipient that does not have a DUNS number
(www.dbn.com) and an active registration at SAM (www.sam.gov). See Section II1.3. Other.

Initial ACF Screening

Each application will be screened to determine whether it meets any of the disqualification factors
described in Section II1.3.Other, Application Disqualification Factors.

Disqualified applications are considered to be “non-responsive” and are excluded from the competitive
review process. Applicants will be notified of a disqualification determination by email or by USPS postal
mail within 30 federal business days from the closing date of this funding opportunity announcement,

Objective Review and Results

Applications competing for financial assistance will be reviewed and evaluated by objective review panels
using only the criteria described in Section V. 1. Criteria of this announcement. Each panel is composed of
experts with knowledge and expetience in the area under review, Generally, review panels include three
reviewers and one chairperson. :

Results of the competitive objective review are taken into consideration by ACF in the selection of
projects for funding; however, objective review scores and rankings are not binding. Scores and rankings
are only one element used in the award decision-making process.

ACF may elect not to fund applicants with management or financial problems that would indicate an
inability to successfully complete the proposed project. Applications may be funded in whole or in part.
Successful applicants may be funded at an amount Jower than that requested. ACF reserves the right to
consider preferences to fund organizations serving emerging, unserved, or under-served populations,
including those populations located in pockets of poverty, ACF will also consider the geographic
distribution of federal funds in its award decisions,

i}

Please refer to Section IV.2. of this announcement for information on non-federal reviewers in the review
process.

Approved but Unfunded Applications

Applications recommended for approval that were not funded under the competition because of the lack of
available funds may be held over by ACF and reconsidered in a subsequent review cycle if a future
competition under the program area is planned. These applications will be held over for a period of up to
one year and will be re-competed for funding with all other competing applications in the next available
review cycle, For those applications that have been deemed as approved but unfunded, notice will be

53 of 70



given of such determination by postal mail.

V.3. Anticipated Announcement and Award Dates

Announcement of awards and the disposition of applications will be provided to applicants at a later date,

VI.1, Award Notices

Successful applicants will be notified through the issuance of a Notice of Award (NoA) that sets forth the
amount of funds granted, the terms and conditions of the grant, the effective date of the grant, the budget
period for which initial support will be given, the non-federal share to be provided (if applicable), and the
total project penod for which support is contemplated, The NoA will be signed by the Grants Officer and
transmitted via postal mail, email, or by GrantSolutions.gov or the Head Start Enterprise System (HSES),
whichever is relevant. Following the finalization of funding decisions, organizations whose applications
will not be funded will be notified by letter signed by the cognizant Program Office head. Any other
correspondence that announces to a Principal Investigator, or a Project Director, that an application was
selected is not an authorization to begin performance.

Project costs that are incurred prior to the receipt of the NoA are at the recipient's risk and may be
reimbursed only to the extent that they are considered allowable as approved pre-award costs. Information
on allowable pre-award costs and the time period under which they may be incurred is available in Section
1V.5. Funding Restrictions.

V1.2. Administrative and National Policy Requirements

Awards issued under this announcement are subject to 45 CFR Part 75 - Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for HHS Awards. The Code of Federal
Regulations (CFR) is available at hitp://www.gpo.gov.

An application funded with the release of federal funds through a grant award does not constitute, or
imply, compliance with federal regulations, Funded organizations are responsible for ensuring that their
activities comply with all applicable federal regulations.

Prohibition Against Profit

Grantees are subject to the limitations set forth in 45 CFR § 75.215, Special provisions for awards to
commercial organizations as recipients (45 CFR § 75.215(b)_Prohibition against profit.), which states
that, "...no HHS funds may be paid as profit to any recipient even if the recipient is a commercial
organization, Profit is any amount in excess of allowable direct and inditect costs."

Equal Treatment for Faith-Based Organizations

Grantees are also subject to the requirements of 45 CFR § 87 1(c), Equal Treatment for Faith-Based
Organizations, which says, "Organizations that receive direct financial assistance from the [Health and
Human Services] Department under any Department program may not engage in inherently religious
activities such as worship, religious instruction, or proselytization, as part of the programs or services
funded with direct financial assistance from the Department." Therefore, organizations must take steps to
completely separate the presentation of any program with religious content from the presentation of the
Federally funded program by time or location in such a way that it is clear that the two programs are
separate and distinct. If separating the two programs by time but presenting them in the same location, one
program must completely end before the other program begins.
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A faith-based organization receiving HHS funds retains its independence from federal, state, and local
governments, and may continue to catry out its mission, including the definition, practice, and expression
of its religious beliefs. For example, a faith-based organization may use space in its facilities to provide
seculat programs or services funded with federal funds without removing religious art, icons, scriptures, or
other religious symbols. In addition, a faith-based organization that receives federal funds retains its
authority over its internal governance, and it may retain religious terms in its organization's name, select its
board members on a religious basis, and include religious references in,its organization's mission
statements and other governing documents in accordance with all program requirements, statutes, and
other applicable requirements governing the conduct of HHS-funded activities,

Regulations pettaining to the Equal Treatment for Faith-Based Organizations, which includes the
prohibition against federal funding of inherently religious activities, Understanding the Regulations
Related to the Faith-Based and Neighborhood Partnerships Initiative" are available at http://www.hh
s.gov/ partner ships /about/r egulations/. Additional information, resources, and tools for faith-based
organizations is available through The Center for Faith-based and Neighborhood Partnerships website at
http://www.hhs.gov/ partnerships/ index.hitml and at the https://www.acf.hhs.gov /progra ms/ocs
/resource/capacity- building- toolkits-for- faith-based-and -community- organizations,

Award Term and Condition under the Trafficking Victims Protection Act of 2000

Awards issued under this announcement are subject to the requirements of Section 106 (g) of the
Trafficking Victims Protection Act of 2000, as amended (22 U.S.C. § 7104). For the full text of the award
term, go to http://www.acf.hhs.gov / grants/ award-term- and- condition ~for-trafficking- in-persons. If you
are unable to access this link, please contact the Grants Management Contact identified in Section VII,
Agency Contacts of this announcement to obtain a copy of the term,

Requirements for Drug-Free Workplace

The Drug-Free Workplace Act of 1988 (41 U.S.C. §§ 8101-8106) requires that all organizations receiving
grants from any federal agency agree to maintain a drug-free workplace. By signing the application, the
Authorizing Official agrees that the grantee will provide a drug-free workplace and will comply with the
requirement to notify ACF if an employee is convicted of violating a criminal drug statute. Failure to
comply with these requirements may be cause for debarment. Government-wide requirements fot
Drug-Free Workplace for Financial Assistance are found in 2 CFR Part 182; HHS implementing
regulations are set forth in 2 CFR § 382,400, All recipients of ACF grant funds must comply with the
requirements in Subpart B - Requirements for Recipients Other Than Individuals, 2 CFR § 382,225, The
rule is available at http://www.gpo.gov /fdsys /pkg/

CFR-2001-title45-voll/content-detail.html,

Debarment and Suspension

HHS regulations published in 2 CFR Part 376 implement the governmentwide debarment and suspension
system guidance (2 CFR Part 180) for HHS' non-procurement programs and activities. "Non-procurement
transactions" include, among other things, grants, cooperative agreements, scholarships, fellowships, and
loans. ACF implements the HHS Debarment and Suspension regulations as a term and condition of award,
Grantees may decide the method and frequency by which this determination is made and may check the
Excluded Parties List System (EPLS) located at https:/www.s am.gov/, although checking the EPLS is
not required, More information is available at https://w ww.acf.hhs.gov/ grants-forms.

Pro-Children Act
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The Pro-Children Act of 2001, 20 U.S.C. §§ 7181 through 7184, imposes restrictions on smoking in
facilities where federally funded children's services are provided. HHS grants are subject to these
requirements only if they meet the Act's specified coverage, The Act specifies that smoking is prohibited
in any indoor facility (owned, leased, or contracted for) used for the routine or regular provision of
kindergarten, elementary, or secondary education or library services to children under the age of 18. In
addition, smoking is prohibited in any indoor facility or portion of a facility (owned, leased, or contracted
for) used for the routine or regular provision of federally funded health care, day care, or early childhood
development, including Head Start services to children under the age of 18. The statutory prohibition also
applies if such facilities are constructed, operated, or maintained with federal funds. The statute does not
apply to children's services provided in private residences, facilities funded solely by Medicare or
Medicaid funds, portions of facilities used for inpatient drug or alcohol treatment, or facilities where WIC
coupons are redeemed. Failure to comply with the provisions of the law may result in the imposition of a
civil monetary penalty of up to $1,000 per violation and/or the imposition of an administrative compliance
order on the responsible entity.

HHS Grants Policy Statement

The HHS Grants Policy Statement (HHS GPS) is the Department of Health and Human Services' single
policy guide for discretionary grants and cooperative agreements. ACF grant awards are subject to the
requirements of the HHS GPS, which covers basic grants processes, standard terms and conditions, and
points of contact, as well as important agency-specific requirements. Appendices to the HHS GPS include
a glossary of terms and a list of standard abbreviations for ease of reference. The general terms and
conditions in the HHS GPS will apply as indicated unless there are statutory, regulatory, or award-specific
requirements to the contrary that are specified in the Notice of Award (NOA). The HHS GPS is

available at https://www.acf.hhs.go v/

grants/ discretionary-competitive-grants,

Freedom of Information Act (FOIA)

Applications funded by federal grant programs are subject to disclosure under the Freedom of Information
Act (FOIA), 5 U.S.C. § 552. Such applications are frequently requested under the FOIA, consistent with
the FOIA’s requirement to proactively disclose frequently requested materials at 5 U.S.C, § 552(a)(2)(D).
Each released application will receive appropriate redaction of specific information to protect personal
privacy and competitively sensitive commercial information. Information on filing a FOIA request is
available at http://www.acf.hhs.gov/submit-a-foia-request,

Award Term and Condition under Title VI of the Civil Rights Act of 1964

Recipients of federal financial assistance must not discriminate on the basis of race, color, national origin,
disability, age, and in some cases sex and religion. The HHS Office for Civil Rights provides guidance to
grantees in complying with civil rights laws that prohibit discrimination.
www.hhs.gov/oct/civilrights/understanding/index.html,

HHS provides guidance to recipients of federal financial assistance on meeting the legal obligation to take
reasonable steps to provide meaningful access to persons with limited English proficiency.
www.hhs.gov/oct/civiltights/resources/laws/revisedlep.html, Recipients must ensure their contractors and
sub-recipients also comply with federal civil rights laws.

Award Term and Condition for Unpaid Federal Tax Liability
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Grantees are subject to the requirement contained in Section 744 of the “Consolidated and Further
Continuing Appropriations Act, 2015,” (Pub.L. 113-235, Title VII, General Provisions —
Government-Wide), which says “None of the funds made available by this or any other Act may be used
to enter into a contract, memorandum of understanding, or cooperative agreement with, make a grant to, or
provide a loan or foan guarantee to, any corporation that has any unpaid Federal tax liability that has been
assessed, for which all judicial and administrative remedies have been exhausted ot have lapsed, and that
is not being paid in a timely manner putsuant to an agreement with the authority responsible for collecting
the tax liability, where the awarding agency is aware of the unpaid tax liability, unless a Federal agency
has considered suspension or debarment of the corporation and has made a determination that this further
action is not necessary to protect the interests of the Government."

VIL3. Reporting

Grantees under this funding opportunity announcement will be required to submit performance progtess
and financial reports periodically throughout the project period. The frequency of required reporting is
listed later in this section.

Performance Progress Reports (PPR)

Notice of Award (NoA) documents will inform grantees of the appropriate performance progress report
form or format to use, Grantees should consult their Notice of Award documents to determine the
appropriate petformance progress report format required under their award, Performance progtess reports
are due 30 days after the end of the reporting period, Final program performance reports are due 90 days
after the close of the project period.

For awards that implement the use of the ACF-OGM-SF-PPR, the form is available under "Reporting,
Disclosures, and other Standard Forms" at http:/www.acf.hhs.gov/grants/forms#chapter-4.

Federal Financial Reports (FFR)

ACF grantees are required to use the SF-425 Federal Financial Report (FFR) for expenditure reporting,
SF-425 reports will be due as frequently as is required in the terms and conditions of theit award using due
dates from reports to PMS. The SF-269 is no longer accepted for expenditure reports, If an SF-269 is
submitted, the ACF will return it and require the recipient to complete the SF-425, ‘

All expenditure reports will be due on one of the standard due dates by which cash reporting is required to
be submitted to PMS or at the end of a calendar quarter as determined by ACF, As a result, a recipient that
receives awards from more than one federal program may be subject to more than one approach, but will
not be required to change its current means of submission or be subjected to more than eight standard due
dates. A final cumulative SF-425 is due 90 days after the close of the project period.

For budget periods ending in the The FFR (SF425) is due to ACF
months of: on;

January 01 - March 31 April 30

April 01 - June 30 July 30

July 01 - September 30 October 30

October 01 - December 31 January 30

The SF-425 form in Adobe PDF and MS-Excel formats, along with instructions, is available at
http://www.whitehouse.gov/omb/ grants forms,

For planning purposes, ACF reporting periods for awards made under this announcement are as follows:
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Performance Progress Repoits: ‘ Quarterly
Financial Reports: Quarterly

Federal Financial Accountability and Transparency Act (FFATA) Subaward and Executive
Compensation

Awards issued as a result of this funding opportunity may be subject to the Transparency Act subaward
and executive compensation reporting requirements of 2 CFR Part 170. See ACF's Award Term for
Federal Financial Accountability and Transparency Act (FFATA) Subaward and Executive Compensation
Reporting Requirement implementing this requirement and additional award applicability information at
https:// www.acf.hhs.gov/ grants/ discretionary-competitive-grants.

Tangible Property Report (SF-428)

All ACF grantees are required to submit the Tangible Personal Property Form (SF-428). The

SF-428 is a standard form used to collect information related to tangible personal property: equipment
with a unit cost of $5,000 or more, and residual supplies with an aggregate fair market value exceeding
$5,000. The form consists of the cover sheet and three attachments to be used as required by the terms
and conditions of the award: Annual Report; Final Report and a Disposition Request. A Supplemental
Sheet, SF-428S, may be used to provide detailed individual item information. The form

is available at hitp:// www.whitehouse.gov/ omb/ grants forms,

Real Property Status Report (SF-429)

All ACF grantees are required to submit the Real Property Status Report SF-429, if applicable. The
SF-429 is a standard report to be used by recipients of federal financial assistance to report real property
status or to request agency instructions on real property that is provided as Government Furnished
Property (GFP) or acquired (i.e., purchased, constructed, or renovated) in whole or in part under a Notice
of Award. This form consists of the cover sheet and three attachments to be used as frequently as required
in the terms and conditions of the award: General reporting (SF-429A, Attachment A), Request to
Acquire, Improve or Furnish (SF-429B, Attachment B), or Disposition or Encumberance Request
(SF-429C, Attachment C). The forms are available at http:// www.whitehouse.gov/ omb/ grants forms,

Quarterly Performance Reports (QPR)

In addition to PPRs, grantees will be required to submit quarterly progress reports (to alternate with
PPRs — that is, a QPR after month 3, a PPR after month 6, a QPR after month 9, and a PPR after month
12). Further information may be found at www.famlectoss-site.info,

Note: Consistent with the Paperwork Reduction Act of 1995, 44 US.C, §§ 3501-3521, under this FOA,
OFA will not conduct or sponsor — and a person is not required lo respond to - a collection of information
covered by such Act, unless it displays a currently valid OMB control number, OFA is seeking approval
of its performance measures through the OMB Office of Information and Regulatory Affairs (OIR4). OFA
will not request this information if these performance measures are not approved at the time that reports
are due. o

Program Office Contact

Tanya Howell
Administration for Children and Families
Office of Family Assistance
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Aerospace Building

901 D St. SW

Washington, DC 20024

Phone: (202) 205-8714

Email: Tanya.Howell@acf.hhs.gov

Office of Grants Management Contact

Tim Chappelle

Administration for Children and Families
Office of Grants Management

Aerospace Building

901 D St, SW

Washington, DC 20024

Phone: (202) 401-4855

Email: Tim.Chappelle@acf.hhs.gov

Federal Relay Service:

Hearing-impaired and speech-impaired callers may contact the Federal Relay Service for assistance at
1-800-877-8339 (TTY - Text Telephone or ASCII - American Standard Code For Information
‘Interchange).

L e

Reference Websites

U.S. Department of Health and Human Services (HHS) htlp://www.lihs.gov/ .

HHS Grants Forecast http://www.acf.bhs.gov/ hhsgrantsforecast/index.cfm.'

Administration for Children and Families (ACF) http://www.acf.hhs.gov/,

ACF Grants Homepage https://www.acf.hhs.gov/ grants,

ACF Funding Opportunities http://www.acf.hhs.gov/grants/open/foa/.

ACF "How to Apply for a Grant" https://www.acf, hhs.gov/ grants/ how-to-apply-for-grants.

Catalog of Federal Domestic Assistance (CFDA) httpsl://wWw.cfda.gov/.

For submission of a paper format application, all required Standard Forms (SF), assurances, and
certifications are available on the ACF Grants-Forms page at
https://www. acf.hhs.gov/grants-forms.

Standard grant forms are available at the Grants.gov Forms Repository webpage at http://
www.grants,gov/web/ grants/forms/sf-424- family.html,

For information regarding accessibility issues, visit the Grants.gov Accessibility Compliance Page at
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http://www07.grants.gov/ web/ grants/ support/ technical-suppott/
accessibility-compliance.html. '

Code of Federal Regulations (CFR) http:/www.gpo.gov/tdsys/,

The Federal Register https://www.federalregister.gov/.
United States Code (U.S.C.) http://www.gpo.gov/fdsys/,

ADDITIONAL RESOURCES

The following are additional resources that may be useful to applicants and grantees as they design and
implement their programs. Applicants and grantees are not required to use these resources.

Local Evaluation

The Fatherhood and Marriage Local Evaluation (FaMLE) and Cross-Site Project’s website, which has
resources for developing programming and Jocal evaluation plans: http://www.famlecross-site.info

Webinar Series

ACF expects to conduct a series of webinats on all Healthy Marriage and Responsible Fatherhood FOAs
within 15 business days from the date the FOAs are published, Applicants are encouraged check the
Healthy Marriage and Responsible Fatherhood website at hitps:// hmrf.acf, hhs. gov/ for more information
on dates, times, and webinar registration. '

Webinats are also expected to be conducted to discuss performance measure requirements, the

nFORM Management Information System, and local evaluation requirements. Also, a webinar describing
two federal evaluations (Building Bridges and Bonds, or B3; and Strengthening Relationship Education
and Marriage Services, or STREAMS) will be conducted. Applicants are encouraged to check the website
www.famlecross-site.info for more information on dates, times, and webinar registration. Webinars will
be archived on this website for those who cannot attend,

Employment and Economic Stability Resources

To assist in the development of comprehensive employment strategies for project participants, ACF
developed the Within Reach: Strategies for Improving Family Economic Stability toolkit, which provides a
360-degree conceptual model for helping low-skill, disadvantaged populations access employment
opportunities and supportive services that build toward greater economic self-sufficiency (https:/hmrf.acf
hhs.gov/toolkits-and-trainings/within-reach-strategies-for-improving-family-economic-stability/).

Building Financial Capability

ACF’s Office of Community Services tesource guide, Building Financial Capability: A Planning Guide
for Integrated Services, is an interactive guide for community-based organizations interested in integrating
financial capability services into existing programs, The interactive tools in the guide walks organizations
step-by-step through the process of developing an integration plan, beginning with developing a deeper
understanding of clients’ financial circumstances and which financial capability services can help them
improve their situations. The guide also includes tools to help organizations determine how best to provide
financial capability services—whether through referrals, partnerships, or in-house. The final step in the
process is the creation of a logic model that serves as a comprehensive roadmap for implementing the
integration plan. Building Financial Capability is a practical resource for organizations providing financial
capability services for the first time as well as those that want to improve or expand existing efforts.

http:/ /'www. acf.hhs. gov/prog rams/ ocs/resource /afi-resource ;-guide- ;building-f inancial-c japabi
lity.
Responsible Fatherhood and Healthy Marriage Resources

National Responsible Fathethood Clearinghouse: http.//www.fatherhood.gov/
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Curriculum

Frequently used Responsible Fatherhood curricula have been reviewed, categorized, and summatized on
this website: http://hmrefeurriculum,acf.hhs.gov/,

Domestic Violence Resources

National Hotlines - Free and confidential help is available for victims of domestic violence 24 hours a day.
The following hotlines can help victims of domestic violence and sexual violence find support and
assistance in their communities: '

e National Domestic Violence Hotline — 1-800-799-7233
e National Dating Abuse Helpline — 1-866-331-9474
e National Sexual Assault Hotline (RAINN) — 1-800-656-4673

Domestic Violence Coalitions

Each state, the District of Columbia, Puerto Rico, the U.S. Virgin Islands, Guam, the Commonwealth of
the Northern Mariana Islands, and American Samoa have a Family Violence Prevention and Services Act
(FVPSA) funded Domestic Violence Coalition, These coalitions are connected to more than 2,000 local
domestic violence programs receiving FVPSA funding across the country. Every coalition provides
comprehensive training and technical assistance on a variety of social, legal, and economic issues that
affect victims® safety and well-being. Coalitions partner with government, private industry, non-profit
organizations, faith-based communities, and other stakeholders to effectively coordinate and improve the
safety-net of services available to victims and their dependents,

Additional information about FVPSA funded domestic violence coalitions can be found at: http:/ www
.acf.hhs.gov/ programs/f ysb/ resource/ dvcoalitions.

Application Checklist

Applicants may use the checklist below as a guide when preparing your application package.

| What to Submit | Where Found | When to Submit
SF-LLL - Disclosure of Lobbying || "Disclosute Form to Report If submission of this form is
Activities ‘ Lobbying" is referenced in applicable, it is due at the time

Section IV,2. Required Forms, of application,

Assurances, and Certifications. If it not available at the time
of application, it may also be
submitted prior to the

award of a grant.

For electronic application
submission, this form is available
on

the FOA's

Grants.gov "Download
Opportunity Instructions and
Application"

page under "Download
Application Package" in the
section entitled, "Optional."

The form is available in the
electronic application kit at
Grants.gov

and at http://www.grants.gov/
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Protection of Human Subjects
Assurance Identification / IRB
Certification / Declaration of
Exemption (Common Rule)

SF-424A - Budget Information ~
Non- Construction Programs

and

SF-424B - Assurances - Non-~
Construction Programs

web/ grants/ forms.html by using
the link to "SF-424 Family,"

If applicable, submission of this
form is required if any 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 this commitment providing
for the United States to insure or
guarantee a loan,

Referenced in Section IV.2,
Forms, Assurances, and
Certifications.

Additional information and
necessaty forms are available at

http://www.hhs,gov/ ohrp/ assur
ances/ forms/ index.html,

For electronic application
submission, this form is available
on the FOA's Grants.gov
"Download Opportunity
Instructions and Application”
page under "Download
Application Package" in the
section entitled, "Optional."

The form is also available at hitp
J/ www, grants. goy/ web/ grants

[forms.html

by using the link to "SF-424
Family."

Referenced in Section IV.2.
Required Forms, Assurances,
and Certifications.

For electronic application
submission, these forms are
available on the FOA's
Grants.gov "Download
Opportunity Instructions and

Submission of the required
information and forms is

due with the application
package

by the due date listed in the
Overview

and Section IV.3. Submission
Dates and Times. If the
information is not

available at the time of
application, it must be
submitted prior to the award of
a grant,

Submission is due by the
application due date found in
the Overview and in Section
1V.3. Submission Dates and
Times.
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Certification Regarding Lobbying

(Grants.gov Lobbying Form)

SF-424A Budget Information -
Non-Construction Programs /
SF-424B Assurances -
Non-Construction Programs

and

SF-424C - Budget
Information Construction
Programs / SF-424D -
Assurances Construction
Programs

!| Application" page under

"Download Application
Package" in the section entitled,
"Mandatory."

Also available at
http://www.grants.gov/ web/
grants/ forms.htm] by

using the link to "SF-424
Family."

These forms are required for
applications under this FOA.:

e Projects that include only
non-construction activities
must submit the SF-424A
and SF-424B, along with
the SF-424 and SF-P/PSL.

Referenced in Section IV.2.
Required

Forms, Assurances, and
Certifications.

For electronic application
submission, these forms are
available

on the FOA's Grants.gov page
under the '
"Application Package" tab

in the section

entitled, "Mandatory."

Available at http://www. grants
.zov/ web/ grants/ forms. html
by using the link to "SF-424
Family.,"

Referenced in Section 1V.2.
Required Forms, Assurances,
and Certifications. -

For electronic application
submission, these forms ate
available on the FOA's
Grants.gov "Download
Opportunity Instructions and
Application" page under
"Download Application

| Package" in the section

Submission is due with the
application package. If it is not

submitted with the application
package, it must be

submitted prior

to the award of a grant,

Submission is due by the
application due date found in
the Overview and in Section
1V.3. Submission Dates and
Times.
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SF-Project/Performance Site
Location(s) (SF-P/PSL)

DUNS Number (Universal
Identifier) and Systems for
Award Management (SAM)
registration,

SF-424 - Application for Federal
Assistance

| entitled, "Mandatory.,"

Also available at hitp:/www.

orants.gov/ web/ grants/ forms

hitm|
by using the link to "SF-424
Family."

These forms are required for
applications under this FOA:

e Projects that include
non-construction and
construction
activities must submit the
SF-424A, B, C, and D,
along with the
SF-424 and SF-P/PSL.

Referenced in Section
1V.2. Required Forms,
Assurances, and Certifications.’

For electronic application
submission, these forms are
available on the

FOA's Grants.gov "Download
Opportunity Instructions and
Application" page

under "Download Application
Package" in the section-
entitled, "Mandatory."

Also available at http:/www
erants.gov/web/ grants/ forms
.html

by using the link to "SF-424
Family."

Referenced in Section IIL3.
Other in the announcement,

To obtain a DUNS number, go to
http://fedgov.dnb.com/webform.

To register at SAM, go to http
//WwWW.sam,gov.

Referenced in Section
1V.2, Required Forms,
Assurances, and Certifications.

For electronic application
athmiceinn thece farme are

Submission is due by the
application due date found in
the

Overview and in Section IV.3.
Submission Dates and Times.

A DUNS number and
registration at SAM.gov are
required for all applicants,

Active registration at SAM
must be maintained
throughout the application
and project award period.

Submission is due by the
application due date found in
the

Overview and in Section 1V.3,
Submission Dates and Times.
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Table of Contents

Project Summary/Abstract

The Project Description

Objectives and Need for
Assistance

Outcomes Expected

Approach

Project Timeline and Milestones

| BUUALLBLIVALy IV UL Wiy
| available on the

FOA's Grants.gov "Download
Opportunity Instructions and
Application" page

under "Download Application
Package" in the section
entitled, "Mandatory."

Also available at http.//www
.grants.gov/web/ grants/ forms
himl

by using the link to "SF-424
Family."

Referenced in Section IV.2, The
Project Description.

Referenced in Section IV.2. The
Project Description. The Project
Summary/Abstract is limited to
one single-spaced page.

Referenced in Section IV,2. The

Project Description.

Referenced in Section IV.2, The
Project Description.

Referenced in Section IV, 2, The
Praject Description.

Referenced in Section IV.2. The
Project Description.

Referenced in Section IV.2, The
Project Description.

Do net attach required
application elements or
additional

pages to the SF-424

at Questions 14 or 15!

See Section IV.2, Formatting
ACF Applications.

Submit with the application by
{1 the due date found in the

Overview and in Section IV.3.
Submission Dates and Times.

Submission is due by the
application due date found in
the

Overview and in Section IV, 3.
Submission Dates and Times.

Submission is due by the
application due date found in
the Overview and in Section
1V.3, Submission Dates and
Times.

Submission due by the
application due date found in
Overview and Section IV.3.

Submission due by the
application due date found in
Overview and Section IV.3.

Submit with the application by

the due date found in the
Overview and in Section 1V, 3

Submission due by the
application due date found in
Overview and Section IV. 3,

Submission Dates and Times.
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Program Performance Evaluation
Plan

Funded Activities Evaluation Plan

Proot of Non-Profit Status

Additional Eligibility
Documentation

Logic Model

Organizational Capacity

The Project Budget and Budget
Justification

Referenced in Section IV.2. The
Project Description,

Referenced in Section IV.2. The
Project Description.

Referenced in Section IV.2. The
Project Description,

Legal Status of Applicant Entity.

Referenced in Section IV.2. The
Project Description.

Referenced in Section I V.2, The
Project Description.

| Reféfenced in Section IV.2. The

Project Description.

Referenced in Section IV.2. The
Project Budget and Budget
Justification of the
announcement,

|

Submit with the application by
the due date found in the
Overview and in Section IV, 3.
Submission Dates and Times.

Submit with the application by

, the due date found in the

Overview and in Section IV.3.
Submission Dates and Times.

Proof of non-profit status
should be submitted with the
application

package by the due date listed
in the Overview and Section
V.3,

Submission Dates and Times.
If it is not available at the time
of

application submission, it
must be submitted prior to the
award of a grant,

Submission due by the
application due date found
in Overview and Section IV.3.

Submission is due with the
application package by the
application due date found in
the Overview and in

Section IV.3. Submission
Dates and Times.,

Submission due by the
application due date found in
Overview and Section 1V.3.

Submission is required in
addition to submission of
SE-424A or SF-424C,

It must be submitted with the
application package by the due
date in the Overview and in

| Section V.3, Submission
I;Daz‘es and Times.,

i}

66 of 70




Geographic Location

Written Assurances and
Cettifications regarding Use of
Funds, Data and Local
Evaluation, Federal Evaluation,
Non-Supplanting, and Voluntary
Participation

Third-Party Agreements (also,
MOUs and Consortia
Agreements)

Resumes

Protection of Sensitive and/or
Confidential Information

Letter(s) of Agreement with local
evaluator

Indirect Cost Rate Agreement
(IDR)

Job Descriptions

Referenced in Section IV.2, The
Project Description,

Referenced in Section

1V.2. Required Forms,
Assurances, and Certifications,
Additional Assurances and
Certifications.

Referenced in Section IV.2.
Project Description,

Referenced in Section IV.2. The
Project Description.

Referenced in Section IV.2. The
Project Description.

Referenced in Section IV.2. The
Project Description.

Referenced in Section IV.2. The
Project Budget and Budget
Justification,

The IDR must be submitted with
the application package.

Referenced in Section IV.2. The
Praoject Description,

Overview and in Section IV, 3.

Submission due by the
application due date found in
Overview and Section 1V.3.

Submit with the application by
the due date found in the

Submission Dates and Times.

If available, submission is due
by the application due date
found in the Overview and in
Section IV.3.

If not available at the time of
application submission,

due by the time of award,

Submission due by the
application due date found in
Overview and Section 1IV.3.

Submission due by the
application due date found in
Overview and Section IV.3.

Submit with the application by |
the due date found in the

Overview and in Section IV.3,
Submission Dates and Times.

If the IDR is available by the
application due date, it must
be 2
submitted with the application !
package, If it is not available |
by the application

due date, listed in the
Overview and Section IV. 3.
Submission Dates and
Times, it may be submitted
priot to the award of a grant.

Submission due by the |
application due date found in
| Overview and Section 1V.3.

H
i
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Plan for Oversight of Federal § Referenced in Section IV.2. The || Submission due by the
Award Funds | Project Description. application due date found in
Overview and Section IV. 3.

Project Sustainability Plan Referenced in Section IV.2. The | Submission is due by the 1
Project Description. application due date found in
the

‘1 Overview and in Section IV, 3.
Submission Dates and Times,

Standards for Grantee-level, Independent Evaluation Plans (to be developed during Planning
Period, after Award) '

Note: Consistent with the Paperwork Reduction Act of 1995, 44 U.S.C. §§ 3501-3521, under this FOA,
OFA will not conduct or sponsor and a person is not required to respond to - a collection of information
covered by such Act, unless it displays a currently valid OMB control number. OFA is seeking approval of
a local evaluation descriptive template through the OMB Office of Information and Regulatory Affairs
(OIRA). OFA will not request this information if this template is not approved at the time that reporis are
due,

During the planning period, grantees and their local evaluators are required to work with ACF to refine,
improve, pilot (if possible), and make necessary changes to the evaluation design/methods. A final
evaluation design will be drafted and proposed during this planning period. This Appendix specifies the
minimum areas that will be addressed with each evaluation design after award.

(1) Research question(s). State the research question(s) with specificity, including the outcomes (such as
program implementation features or participant outcomes) to-be studied to answer the research question.

(2) Background. Describe previous literature or existing research that informs your research questions
and how your project will expand the evidence-base.

(3) Relation to program logic model (i.e., why a program would create the'change it expects). Link the
research question(s) (and the implementation features and/or participant outcomes) to the logic model and
the theory of change proposed for the program.

(4) Hypotheses, State the hypothesized result(s) of the evaluation (pair each hypothesis with a specific
research question), and briefly describe why these results are anticipated.

(5) Research design. Describe the research design proposed to answer the research question(s). Justify
why the proposed research design is best suited to answer the research question(s). If the design will
include a program and control or comparison group(s), specify how the group(s) will be formed or
selected and differentiate the programming for which each will be eligible. If multiple waves of data
collection will be conducted, describe the timing of these waves (when naming follow-up periods, specify
whether the follow-up period will be post-baseline or post-program completion). Petformance measures
may be considered part of your data collection plan. Also describe how respondents will be tracked over
time for later data collection.

(6) Methods to develop research groups (if two (or imore) groups will not be compared, this issue does
not need to be addressed,) The control/comparison group and the program/treatment group should be
assigned at random or matched on key characteristics.

(@) Random assignment. If random assignment will be conducted, describe how and when random
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assignment will be conducted, Describe how random assignment will be monitored so that those
assigned to specific research groups do not cross-over, Describe methods to monitor the
comparability of the research groups.

(b) Comparison group. If a comparison group(s) will be created, describe how and when the
comparison group will be identified. Detail steps that will be taken to increase the likelihood that
participants in both the program/treatment and comparison groups of the project are similar. Describe
methods to monitor the comparability of the research groups,

(c) Other method(s). If another type of evaluation reseatch desigfl is proposed, such as a regression
discontinuity or a single case design, include an adequate description and justification that the
proposed design is the most rigorous design possible for addressing the questions of interest.

(7) Lead staff. Clearly define the roles of lead staff for the evaluation, especially the Principal
Investigator and/or Research Project Director, Articulate the experience, skills, and knowledge of the staff,
as well as their ability to coordinate and support planning, implementation, and analysis related to a
comprehensive evaluation plan, Include curriculum vitae for the Principal Investigatot/Research Project
Director and up to four more staff to be involved in the local evaluation in application appendices.

(8) Sample.

(a) Target population(s) and unit of analysis. Describe the target population(s) and explicitly state
whether the population(s) differs from those who will be served by the grant in general. Describe how
the target population will be identified. Explicitly state the unit of analysis (e.g., non-residential
father, unmatried couple).

(b) Sample size (If an impact evaluation is not proposed, this issue does not need to be addressed.)
If an impact evaluation is proposed, state the intended sample size (overall and by year), estimated
attrition, and the anticipated size of the analytic sample. Provide power analyses demonstrating that
proposed sample sizes will be able to detect expected effect sizes for the outcomes targeted, Refer to
previous studies of similar interventions for estimates of the sample your study will require, to inform
power analyses.

(c) Methods fo promote sufficient program participation. Detail methods to ensure a sufficient
sample is recruited, enrolls, and participates in the program. Describe any incentives to be offered for
program participation/completion and/or data collection,

(9) Data collection.

(a) Constructs and measures/data collection instruments. Clearly articulate the constructs of
interest, measures to evaluate those constructs, and specific data collection instruments, Provide any
information on the reliability and validity of the data collection instruments, If measures and data
collection instruments will be determined during the course of the evaluation planning, describe the
process to determine the measures and instruments, including any pre-testing of data collection
instruments,

(b) Consent (and assent) (if youth under the age of 18 will not be involved in the evaluation, the
issue of assent does not need o be addressed). Desctibe how and when program applicants will be
informed of the study and will have the option of agreeing (i.e., consenting) or declining to
patticipate in the study. If youth under the age of 18 will be involved in the evaluation, ot other
protected populations such as incarcerated individuals, describe how and when their parent(s) or
guardian(s) will be informed of the study and will have the option of agreeing (i.e., consenting to) or
declining that their child may participate in the study, and describe how and when youth will offer
assent to agree ot decline to participate in the evaluation,

(c) Methods of data collection. Describe how data will be collected. Include a table detailing which
data collection measures/instruments will be collected by which persons, and at what point in the
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programming, or at what follow-up point. Describe any incentives to be offered to participants for
completing surveys or other data collection efforts.

(d) Ensuring and monitoring high-quality data collection. Describe plans for training data collectors
and for refreshing data collectors about procedures. Detail plans to regularly review data that has
been submitted, and assess and swiftly address problems.

(e) Tracking participants and reducing atfrition (if no post-program or follow-up surveys are
proposed to be conducted, this issue does not need to be addressed.) If post-program and/or
follow-up surveys will be conducted with participants, desctibe plans for tracking participants in order
to conduct follow-up surveys with as many participants as possible. Desctibe how you will monitor
for both overall and differential attrition.

(10) Privacy. Specify how the methods for data collection, storage, and transfer (e.g., transfer of
performance data to the federal government) will ensure privacy for study participants.

(11) IRB/Protection of human subjects. Include a description of the process for protection of human
subjects and institutional review board (IRB) review and approval of the proposed program and evaluation
plans. Name the specific IRB to which you expect to apply. Additionally, include a federal-wide assurance
in the Appendices of the application.

(12) Data, Describe the database into which data will be entered, that is nFORM and/or other databases,
including both performance measure data and any additional local evaluation data. Describe the process
for data entry (i.e., who will enter the data into the database).

(a) Data reporting and transfer. Indicate the ability to produce reports (e.g., for OFA) and to export
individual-level data (with all of the above variables) to Excel or a comma-separated format.

(b) Ability to link. Indicate an ability to maintain individual identifying information to facilitate
linking to data from other sources (e.g., administrative data systems such as unemployment
insurance).

(c) Current security and confidentiality standards. Indicate the ability to be able to encrypt data
access during transit (for example, accessed through an HTTPS connection), be able to encrypt data
at test (that is, when not in transit), have in place a data backup and recovery plan, require all users to
have logins and passwords for them to access the data they are authorized to view, and have current
anti-virus software installed to detect and address malware, such as viruses and worms,

(13) Data Analysis. Briefly describe the analysis expected to be undertaken. If an impact analysis is
proposed, name the key dependent and independent variables, and describe any methods to minimize Type
I error (that is, finding positive impacts by chance) such as limiting the number of impacts to be analyzed
and/or multiple comparison correction, ‘

(14) Final reports. Briefly desctibe the final reports that are envisioned, and confirm that they will adhere
to standards that ACF will distribute.

(15) Dissemination. Briefly describe the dissemination efforts associated with the local evaluation to be
undertaken, including any dissemination that will oceur throughout the life of the evaluation (rather than
after the evaluation is completed). Include a brief description of the planned products and potential topic
for each product (e.g., a final report on program impacts, a brief on program implementation, etc.), in
addition to how, where, and to whom these products will be disseminated.

(16) Datasets. Briefly describe the type of dataset that will be transmitted to ACF, including how data will
be de-identified.
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PART 75—UNIFORM ADMINISTRA~
TIVE REQUIREMENTS, COST PRIN-
CIPLES, AND AUDIT REQUIRE-
MENTS FOR HHS AWARDS

Subpart A—Acronyms and Definilions

Sec,
76.1 Aoronyms,
76,2 Definitions.

Subpart B—General Provisions

76.100 Purpose.

76,101 Applicability,

76,102 Hxoceptions.

76.108 Authorities.

76,104 Supersession,

76,106 Bffects on other issuances.
76,106 Agency implementation,
76,107 OMB responsibilities.
76.108 Inguiries,

75,108 Review date,

76,110 Wffective/Applicability date,
76.111 ¥nglish language,

76,112 Confliot of interest,

75,113 Mandatory disclosures,

Subpart C—Pre-Federal Award Requlre-
ments and Contents of Federal Awards

76,200 Purpose,

76.201 Use of grant agreements (including
fixed amount awards), cooperative agree-
ments, and contracts.

75,202 Requirement to provide public notice
of Federal finanocial assistance programs.

76,203 Notices of funding opportunities.

76,204 HHS funding agenoy review of merit
of proposals,

76,206 HHS awarding agenoy review of risk
posed by applicants.

76,208 Standard applioation requirements,
inoluding forms for applying for HHS fi-
nancial assistance, and state plans,

76,207 Speolfic award conditions.

76,208 Certifications and representations,

76.209 Pre-award cosbs.

76,210 Information contained in a Federal
award,

76,211 Public access to Federal award infor-’

mation,

75,212 Suspension and debarment.

76,213 Metrio system of measurement,

76,214 Disclosure of lobbying activities,

76.216 Speocial provisions for awards to com-
merolal organizations.

76.216 Speoial provisions for awards to Fed-
eral agencies,

76,217 Participation by faith-based organi-
zations,

’
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Subpart D—Post Federal Award
Requlrements

STANDARDS FOR FINANCIAL, AND PROGRAM
MANAGEMENT

76,300 Statutory and national policy re-
quirements,

76,801 Performanoce measurement,

76.302 Tinancial management and standards
for financial management systems,

76,803 Internal controls,

76,304 Bonds,

76,306 Payment.

76,306 Cogst sharing or matohing,

76,307 Program incomse,

76,308 - Revision of budget and program
plans,

76,309 Period of performance and avall-
abllity of funds,

76.310-76.816 [Reserved]

PROPERTY STANDARDS

756,316 Purpose of property standards,

15,317 Insurance coverage,

76,318 Real property,

76.319 TFederally-owned and exempt prop-
erby.

15,320 Hquipment.,

76.321 Supples,

76,322 Intangible proporty and copyrights,

75,323 Property trust relationship,

76.324-76,326 [ReBerved]

PROOUREMENT STANDARDS

76,326 Procurements by states,

76,327 General proourement standards,

76,328 Competition,

76,329 Proourement procedures,

756,330 Contracting with small and minority
businesses, women’s buginess enterprises,
and labor surplus ares firms,

76,331 Proourement of recovered materisls.

76.332 Oontract cost and price.

76,338 HHS awarding agenoy or pass-
through entity review,

76.33¢ Bonding requirements,

76,336 Contraot provisions,

75,336-76.340 [Reserved]

PBRFORMANOCE AND FINANOIAL MONITORING
AND REPORTING

76,341 Financial reporting,

75.342 Monltoring snd reporting program
performance,

76,343 Reporting on real property,

76,344-75,.360 [Reserved]

© SUBRECIPIENT MONITORING AND MANAGEMENT

76,361 Subrecipient and contractor deter-
minations,

76,362 Requirements for pass-through enti-
ties,

76,368 Fixed amount subawards,

75.364-75,380 [Reserved]
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RECORD RETENTION AND ACOESS

75,361 Retention requirements for records,

76,362 Requests for transfer or records.

75,363 Methods for collection, transmission
and storage of information.

76,364 Access to records,

76.366 Restriotions on public access to
records.

76.366-76.370 [Reseorved]

REMEDIES FOR NONCOMPLIANCE

75,371 Remedies for noncompliance.

76,872 Termination,

75,378 Notification of termination require-
ment, .

76.874 Opportunities to object, hearings, and
appeals,

76,376 Mffects of suspension and termi-
nation,

76,376-76,380 [Reserved]

CrLosgouT

76,381 COloseout,
76,882-756,986 [Reserved]

PosT-CLOSEOUT ADJUSTMENTS AND
CONTINUING RESPONSIBILITIES

75,386 Post-closeout adjustments and ocon-
tinuing responsibilities,
75.387-76.800 [Reserved]

COLLECTION OF AMOUNTS DUB
756,391 Oolleotion of amounts due.

Subpart E—Cost Principles

GENERAL PROVISIONS

76.400 Policy guide.
76,401 Application,

BASIO OONSIDERATIONS

765,402 Composition of costs.

75,403 Factors affecting allowabillty of
costs,

76.404 Reasonable costs,

75,406 Allocable costs.

76.406 Applicable credits,

76,407 Prior written approval (prior ap-
proval),

76,408 Limitation on allowanoe of costs.

76.409 Speoial considerations,

76.410 Collection of unallowable costs,

76.411 Adjustment of previously negotiated
indirect (F&A) cost rates contalning un-
allowable costs.

DIREOT AND INDIRECT (F&A) (o8TS

76,412 Olsgsification of costs.
76.413 Direot costs,

76,414 Indirect (F&A) costs.
76,416 Required certifications.

SPECIAL CONSIDERATIONS FOR STATES, LOOAL
GOVERNMENTS AND INDIAN TRIBES

76,416 COost allocation plans and indirect
€08t proposals.
76.417 Interagency service,

SPECIAL CONSIDERATIONS FOR INSTITUTIONS OF
HIGHER EDUCATION

76.418 Costs inourred by states and looal
governments,

76,418 Oost aocounting standards and disclo-
sure statement,

GENERAL PROVISIONS FOR SELECTED ITEMS OF
CosT

76,420 Considerations for selected items of
cosb,

76.421 Advertising and public relations,

76.422 Advisory councilg,

76.428 Alcoholic beverages,

76.424 Alumni/ae aotlvities,

76.426 Audit services,

76,426 Bad debts,

75,427 Bonding costs,

76.428 Colleotions of improper payments,

76,4280 Commencement and convocation
costs,

76.430 Uompenssation—personal services,

76,481 Compensation—fringe benefits,

756,432 Conferenoes,

15,433 Contingency provisions,

76.434 . Contributions and donations.

76,486 Defense and prosecution of criminal
and olvil proceedings, olaims, sppeals,
and patent infringements,

76,438 Depreciation,

76,437 HEmployee health and welfare costs,

76,438 Bntertainment costs.

76,439 Equipment and other capital expendi-
tuves,

76440 TExchange rates.

76.441 Fines, penalties, damages and other
settlements.

76,442 Yund raising and investment manage-
ment costs,

76,443 Geins and losses on disposition of de-
preclable assets,

76.444 CGeneral costs of government,

76,446 Goods or Bervices for personal use,

76.446 Idle faoilities and idle capacity,

76,447 Insurance end indemnification.

76,448 Intellectual properby,

76,449 Interest.

76,460 Lobbying.

76.461 Losses on other awards or contracts,

76,462 Maintenance and repair costs,

76463 Materials and supplies costs, includ-
ing costs of compubing devices,

756,464 Memberships, subseriptions, and pro-
fesslonal aotlvity costs,

76,466 Organization costs,

76,466 Partioipant support costs,

15,467 Plant and asscurity costs,

76.468 Pre-award costs,

76,469 Professional services costs,

76,460 Proposal costs.
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76,461 Publication and printing costs,

75,462 Rearrangement and reconversion
oosts,

76.463 Rscruiting costs,

75.464 Relooation costs of employees.

76,466 Rental cosls of real property and
equipment,

75.466 Scholarghips and student aid costs,

76,467 Selling and marketing costs,

75,468 Speoialized service facilities.

76,469 Student activity costs,

76,470 Taxes (including Value Added Tax).

75.471 Termination costs,

75,472 Training and education costs.

75,478 Transportation costs,

76.474 Travel costs,

76,476 Trustees.

HHS SPECIFIO SELECTED ITEMS OF COST

75,476 Independent research and develop-
ment costs,

Subpart F—Audit Requirements
GENERAL
76.600 Purpose,
AUDITS

76,601 Audit requirements,

76,502 Basis for determining Federal awards
expended,

76.503 Relation to other audit requirements.

76,604 Frequency of andits.

76,606 Sanctions,

76,506 Audit costs,

76,607 Program-specifio audits,

AUDITEES

75,608 Auditee responsibilities.
76.609 Auditor selection,

75,610 Finanoial statements.
76.611 Audit findings follow-up.
75.612 Report submission,

FEDERAL AGENOIES
76,613 Responsibilities.

AUDITORS

76,614 Scopse of audit,

76,616 Audit reporting.

76,616 Audit findings,

76,617 Audit documentation.

76,618 Major program determination,
76.619 Oriteria for Federal program risk,
76,620 COriteria for a low-risk audites.

MANAGEMENT DECISIONS

75,621 Management decision,

APPENDIX I T0 PART 75—FULL 'TEXT OF No-
TIOE OF FUNDING OPPORTUNITY

APPENDIX II TO PART 76—CONTRACT PROVI-
SIONS FOR NON-FEDBRAL HENTITY CON-
TRACTS UNDER FEDERAL AWARDS

APPENDIX ITI TO PART 76—INDIRECT (F&A)
Co8TS IDBNTIFICATION AND ABSIGNMENT,

.
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AND RATE DETERMINATION FOR INBTITU-
TIONS OF HIGHER EDUCATION

APPENDIX IV TO PART T76—INDIRECT (F&A)
CosTS IDENTIFICATION AND ASSIGNMENT,
AND RATE DETBRMINATION FOR NONPROFIT
ORGANIZATIONS

APPENDIX V TO PART 76—STATWLOCAL GOV-
ERNMENTWIDE CENTRAL SERVIOE COST AL-
LOUATION PLANS

APPENDIX VI 70 PART 75—PUBLIC ASSISTANCE
CoST ALLOCATION PLANS

APPENDIX VII TO PART 76—STATES AND LOCAL
GOVERNMENT AND INDIAN 'TRIBE INDIRECT
COST PROPOSALS

APPENDIX VHI TO PART T6—NONPROFIT ORGA-~
NIZATIONS EXEMPTED FROM SUBPART B OF
PART 76

APPENDIX IX TO PART 76—PRINOCIPLES FOR DE-
TERMINING COSTS APPLICABLE TO RE-
SEARCH AND DEVELOPMENT UNDBR GRANTS
AND CONTRACTS WITH HOSPITALS

APPENDIX X TO PART 76—DATA COLLECTION
FORM (SF-BA0)

APPENDIX XI TO PART '16-—COMPLIANCE SUP-
PLEMENT

AUTHORITY: 6 U,8.0, 801,

Sourom: 79 FR 76889, Dec. 19, 2014, unless
otherwise noted.

Subpart A—Acronyms and
‘ Definitions

§75.1 Acronyms.

The following acronyms apply to this
part:

CAS Cost Accounting Standards

OFDA Catalog of Federal Domestio Assist-
ance

OFR Code of FFederal Regulations

CMIA Cash Management Improvement Aot

COG Counocils of Governments

0S80 Committee of Sponsoring Organiza-
tions of the Treadway Commission

BPA BREnvironmental Protection Agency

BRISA Employsee Retirement Income Secu-
rity Aot of 1974 (20 U.8,0, 1301-1461)

BUI Bnergy Usage Index

F&A Facilities and Administration

FAC TFederal Audit Olearinghouse

FAIN Federal Award Identification Number

FAR Federal Acquisition Regulation

FFATA Federal Funding Accountability
and Transparency Aot of 2006 or Trans-

* parency Act—Public Law 109-202, as
amended by §6202(s) of Public Law 110-252
(31 U.8.0, 6101)

FICA Federal Insurance Contributions Act

FOIA Freedom of Information Act

FR Federal Register

PTE Full-time equivalent

GAAP CGenerally Accepted Accounting
Prinoiples

GAGAS Generally Accepted Governmenl
Auditing Standards
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GAOQ Government Acoountability Office

30C0O Government owned, contractor oper-
ated

GSA deneral Services Administration

HHS U.8, Department of Health and Human
Services

IBS Inmstitutional Base Salary

THE Institutions of Higher Education

IRC Internal Revenue Code

ISDEAA Indian Self-Determination and
Bducation and Assistance Aot

MTO Modified Total Cost

MTDC Modified Total Direct Cost

OMB Office of Management and Budget

PII Personally Identifiable Information

PMS Payment Management System

PRHP Post-retirement Health Plans

PTE Pasgs-through Entity

RBEUI Relative Energy Usage Index

SAM System for Award Management

SPF 424 Standard Form 424 series and Form
Families Application for Federal Assist-

ance

SFA Student Financial Ald

SNAP Supplemental Nutrition Assistance
Program

SPOC Single Point of Contact

TANF Temporary Assistance for Needy
Families

TEM Treasury Financial Manual

U.8.C. United States Code

VAT Value Added Tax

§76.2 Definitions.

These are the definitions for terms
used in this part. Different definitions
may be found in Pederal statutes or
regulations that apply more speoifi-
cally to particular program or activi-
ties, These definitions could be supple-
mented by additional instruotional in-
formation provided in in government-
wide standard information ocollections,

Acquisition cost means the cost of the
asget including the cost to ready the
asset for 1ts intended use. Acquisition
cost for equipment, for example, means
the neb invoice price of the equipment,
including the cost of -any modifica-
tions, attachments, accessories, or aux-
iliary apparatus necessary to make it
usable for the purpose for which it is
acquired, Acquisition ocosts for soft-
ware includes those development costs
capitalized in aocordance with gen-
erally accepted accounting principles
(GAAP). Ancillary charges, such as
taxes, duty, protective in transit insuar-
ance, freight, and installation may be
inocluded in or excluded from the acqui-
sition cost in accordance with the non-
Federal entity's regular accounting
praoctices,

Advance paymen! means a payment
that a Federal awarding agency or
pass-through entity makes by any ap-
propriate payment mechanism, inolud-
ing a predetermined payment schedule,
before the non-Federal entity disburses
the funds for program purposes,

Allocation means the process of as-
signing a cost, or a group of costs, to
one or more cost objective(s), in rea-
sonable proportion to the bemeflt pro-
vided or other equitable relationship.
The process may entail assigning a
oost(s) direotly to a final cost objective
or through one or more intermediate
cost objectives,

Audit  finding means deficiencies
which the auditor is reguired by
§'756,616(a) to report in the schedule of
findings and questioned costs,

Auditee means any non-Federal enti-
ty that expends Federal awards which
must be audited under subpart F-of
this part.

Auditor means an suditor who is a
public accountant, or a Federal, state,
local government, or Indlan Tribe
audit organization, which meets the
general standards speoified for external
audibors in generally accepted govern-
ment auditing standards (GAGAS), The
term auditor does not include internal
auditors of nonprofit organizations,

Awardee (see Non-Federal entity).

Budget means the financlal plan for
the project or program that the Fed-
eral awarding agency or pass-through
entity approves during the Pederal
award process or in subsequent amend-
ments to the Federal award, It may in-
colude the Federal and non-Federal
share or only the Federal share, as de-
termined by the Federal awarding
agency or pass-through entbity,

Capital assels means tangible or in-
tangible assets used in operations hav-
ing a useful life of more than one year
which are oapitalized in accordance
with GAAP, Capital agsets include!

(1) Land, bulldings (facilities), equip-
ment, and intellectual property (in-
cluding software) whether acquired by
purchase, construotion, manufasture,
lsase-purchase, exchange, or through
capltal leages; and

(2) Additlons, improvements, modi-
floations, replacements, rearrange-
ments, reinstallations, renovations or
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alterations to capital assets that mate-
rially increase their value or useful life
(nob ordinary repairs and mainte-
nanee).

Capital expenditures means expendi-
tures to acquire capital assets or ex-
penditures to make additions, improve-
ments, modifications, replacements,
rearrangements, reinstallations, ren-
ovations, or alterations Lo capital as-
sets that materially inorease their
value or useful life,

Catalog of Federal Domestic Assistance
(CFDA) number means the number as-
signed to a Federal program Iin the
OFDA.

CFDA program title means the title of
the program under which the Federal
award was funded in the CFDA,

Central service cost allocation plan
means the doocumentation identifying,
acoumulating, and allocating or devel-
oping billing rates based on the allow-
able costs of services provided by a
state, local government, or Indian tribe
on a ocentralized basis to its depart-
ments and agencies. The costs of these
gervices may be allocated or billed to
users,

Claim mesns, depending on the con-
text, either:

(1) A written demand or written as-
gertion by one of the parties to a Fed-
eral award seeking as a matter of
right:

(1) The payment of money in a sum
cerbain;

(1) The adjustment or interpretation
of the terms and conditions of the Fed-
eral award; or

(ii1) Other relief arising under or re-
lating to a Federal award.

(2) A request for payment that is not
in dispute when submitted.

Class of Federal awards means s group
of Federal awards either awarded under
a specific program or group of pro-

grams or to a specific type of non-Fed-:

eral entity or group of non-Federal en-
tities Lo which specific provisions or
excepbions may apply.

Closeout means the process by which
the Federal awarding agenocy or pass-
through entity determines that all ap-
plicable administrative actions and all
required work of the Federal award
have been completed and takes actions
as described in §76.381,

’
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Cluster of programs means g grouping
of closely related programs that share
common compliance requirements, The
types of clusters of programs are re-
gearch and development (R&D), student
financial ald (SFA), and other clusters.
“Other clusters'’ are as defined by OMB
in the compliance supplement or as
designated by a state for FPFederal
awards the state provides to its sub-
recipients that meet the definition of a
oluster of programs, When designating
an ‘‘other oluster,” a state must iden-
tify the Federal awards included in the
oluster and advise the subrecipients of
compliance requirements applicable to
the cluster, consistent with §75.852(a).
A cluster of programs must be consid-
oered as one program for dstermining
major programs, as described in §76.618,
and, with the exception of R&D as de-
goribed in §75.501(c), whether a pro-
gram-gpecific audit may be elected.

Cognizant agency for audit means the
Federal agency designated to carry outb
the responsibilities described in
§76.613(a). The ocognizant agenocy for
audit is not necessarily the same as the
cognizant agency for indirect costs, A
list of cognizant agencies for audit may
be found at the FAC Web site.

Cognizant agency for indirect costs
means the Federal agency responsible
for reviewing, negotiating, and approv-
ing cost allocation plans or indirect
cost proposals developed under this
part on behalf of all Federal agenoles.
The cognizant agency for indirect cost
i8 not necessarily the same as the cog-
nizant agenocy for audit, For assign-
ments of cognizant agencles see the
following:

(1) For THEs: Appendix III to part 76
ci1,

(2) For nonprofit organizations: Ap-
pendix IV to part 76 C.1.

. (8) For state and local governments:
Appendix V to part 76 ¥.1,

(4) For Indian tribes: Appendix VII to
part 76 D.1,

Commercial organization means an or-
ganizatbion, institution, corporation, or
other legal entity, including, but not
limited to, partnerships, sole propri-
etorships, and limited liability compa-
nies, that is organized or operated for
the profit or benefit of its shareholders
or other owners, The term includes
small and large businesses and is used

228



Department of Heaith and Human Services §75.2

interchangeably with ‘‘for-profit orga-
nization.”

Compliance supplement means appen-
dix XI to part 76 (previously known as
the Ciroular A-133 Compliance Supple-
ment),

Computing devices means machines
used to acquire, store, analyze, process,
and publish data and other information
electronically, including acoessories
(or ‘‘peripherals’) for printing, trans-
mitting and receiving, or storing elec-
tronic information, See also Supplies
and Information technology systems.

Contract means a legal instrument by
which a non-Federal entibty purchases
property or services needed to carry
out the project or program under a
Federal award, The term as used in
thig part does not inolude a legal in-
strument, even if the non-Federal enti-
ty considers it a contracl, when the
gubstance of the transaction meets the
definition of a Tederal award or
subaward (gese Subaward),

Contracltor means an entity that re-
celves a contract as defined in Contract.

Cooperative agreement means a legal
instrument of financial assistance be-
tween a IFederal awarding agency or
pass-through entity and a non-Federal
entity that, consistent with 31 U.S.C.
6302-6306:

(1) Is used to enter into a relation-
ship the principal purpose of which is
to transfer anything of value from the
Federal awarding agency or pass-
through entity to the non-Federal enti-
ty to ocarry out a public purpose au-
thorized by & law of the United States
(see 381 U,8.,0, 6101(3)); and not to ac-
quire property or services for the Fed-
orgl Government or pass-through enti-
ty's direot benefit or uge;

(2) Is distinguished from a grant in
that it provides for substantial involve-
ment between the Kederal awarding
agency or pass-through enbity and the

non-Federal entity in carrying out the:

activity contemplated by the Federal
award,

(8) The term does not include:

(i) A cooperative research and devel-
opment sagreement as defined in 16
U.8.C. 3710a; or

(11) An agresment that provides only:

(A) Direct United States Government
oash agsistance to an individual;

(B) A subsidy;

(C) A loan;

(D) A loan guarantee; or

(&) Insurance

Cooperative audit resolution means the
use of audit follow-up techniques which
promote prompt corrective action by
improving communication, fostering
collaboration, promoting trust, and de-
veloping an understanding between the
Federal agency and the non-Federal en-
tity, This approach is based upon:

(1) A strong commitment by Federal
agency and non-Federal entity leader-
ship to program integrity;

(2) TFederal agencles strengthening
partnerships and working coopsra-
tively with non-Federal entities and
their auditors; and non-Federal enti-
tles and their auditors working coop-
eratively with Federal agenoies;

(8) A focus on ocurrent conditions and
oorrective action going forward;

(4) Federal agencies offering appro-
priabe relief for past noncompliance
when audits show prompt ocorreotive
action has occurred; and

(6) Federal agenocy leadership sending
a clear message that continued failure
to correct conditions identified by au-
dits which are likely to cause improper
payments, fraud, waste, or abuse is un-
acooptable and will regult in sanctions.

Corrective action means action taken
by the auditee that:

(1) Corrects identified deficiencies;

(2) Produces recommendsd improve-
ments; or

(8) Demonstrates that audit findings
are either invalid or do not warrant
auditee action,

Cost allocation plan means ocentral
service cost allooation plan or public
assistance cost allocation plan.

Cost objective means a program, func-
tion, activity, award, organizational
subdivision, contract, or work unit for
which ocost data are desired and for
whioh provision is made to acoumulate
and measure the cost of proocesses,
products, jobs, capital projects, etc, A
cost objective may be a major function
of the non-Federal entity, a particular
service or projeot, a Federal award, or
an indirect (Facilities & Administra-
tive (F&A)) cost activity, as desoribed
in subpart K of this part, See also Final
;:iost objective and Intermediate cost obfec-

ve,
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Cost sharing or maiching means the
portion of project costs not pald by
Pederal funds (unless otherwise author-
ized by Federal statute). This may in-
clude the value of allowable third party
in-kind contributions, as well as ex-
penditures by the recipient. See also
§76.308,

Cross-cutting audit finding means an
gudit finding where the same under-
lying condition or issue affects Federal
awards of more t(han one ¥ederal
awarding agency or pass-through enti-
by.

Departmental Appeals Board means
the independent office established in
the Office of the Secretary with dele-
gated authority from the Beoretary to
review and decide certain disputes be-
tween recipients of HHS funds and HHS
awarding agenoies under 46 CFR part 18
and to perform other review, adjudica-
tion and mediation services as as-
signed.

Disallowed costs means those charges
to a PFederal award that the Federal
awarding agency or pass-through enti-
ty determines to be unallowable, in ac-
cordance with the applicable Federal
gtatutes, regulations, or the terms and
conditions of the Federal award,

Egquipment means btangible personal
property (including information tech-
nology systems) having a useful life of
more than one year and a per-unit ac-
quisition cost which equals or exceeds
the lesser of the capitalization level es-
tablished by the non-Federal entity for
financial statement purposes, or $5,000.
See also Capital assets, Computing de-
vices, General purpose equipment, Infor-
mation technology systems, Special pur-
pose equipment, and Supplies.

Excess properly means property ac-
quired in whole or in part under the
control of any Federal awarding agen-
oy that, as determined by the head of

the awarding agency or his/her dele-.

gate, is no longer required for the agen-
oy’'s needs or the discharge of its re-
gpongibilities,

Ezpenditure report means:

(1) For non-construction awards, the
SF-425 Federal Financial Report (FFR)
(or other OMB-approved equivalent re-
port);

(2) For construction awards, the SF-
271 “Outlay Report and Request for Re-
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imbursement’ (or other OMB-approved
equivalent report),

Expenditures means charges made by
a non-Federal entity to a project or
program for which a Federal award was
received.

(1) The charges may be reported on a
ocash or accrual basis, as long as the
methodology is disclogsed and is con-
sistently applied,

(2) For reports prepared on a ocash
basis, expenditures are the sum of:

(1) Cash disbursements for direct
charges for property and services;

(1) The amount of indirect expense
charged;

(ii1) The value of third-party in-kind
contributions aypplied; and

(iv) The amount of cagh advance pay-
ments and payments made to sub-
recipients,

(38) For reports prepared on an ac-
crual basis, expenditures are the gum
of:

(1) Cash disbursements for
charges for property and services;
(i) The amount of indirect expense

Inourred;

(111) The value of third-party in-kind
contributions applied; and

(iv) The net inorease or decrease in
the amounts owed by the non-Federal
entity for:

(A) QGoods and other properbty re-
oeived;

(B) Bervices performed by employees,
contraotors, subrecipients, and other
payees;

(C) Programs for which no ourrent
gervices or performance are required
such as annuities, insurance claims, or
other benefit payments.

Federal agency means an “agenocy’ as
defined at 5 U.8.C. 851(1) and further
olarified by § U.8.0. 662(f).

Federal Audit Clearinghouse FAC
means the clearinghouge designated by
OMB ag the repository of record where
non-Federal entities are required to
transmit the reporting packages re-
quired by subpart F of this part. The
madling address of the FAC is Federal
Audit Clearinghouse, Bureau of the
Census, 1201 H, 10th Street, Jefferson-
ville, IN 47182 and the web address is:
hitp:/fharvester.census.gov/sac/. Any fu-
ture updates to the location of the FAC
may be found at the OMB Web site,

direot
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Federal award has the meaning, de-
pending on the context, in either para-
graph (1) or (2) of this definition:

(1){d) The Federal financial assistance
that a non-Federal entity receives di-
rectly from a Federal awarding agency
or indirectly from e pass-through enti-
ty, as desoribed in §75,101; or

(ii) The cost-reimbursement contract
under the Federal Acquisition Regula-
tions that a non-Federal entity re-
ceives directly from a Federal award-
ing agency or indirectly from a pass-
through entity, as desoribed in §76.101,

(2) The instrument setting forth the
terms and conditions. The instrument
is the grant agreement, cooperative
agreement, other agreement for assist-
ance covered in paragraph (2) of Federal
financial assistance, or the cost-reim-
bursement contract awarded under the
Federal Acquisition Regulations,

(3) Federal award does nobt include
other contracts that a Federal agency
uges o buy goods or gervices from a
contractor or a contract to operate
Tederal Government owned, contractor
operated faocilities (GOCOSs),

(4) Soe also definitions of Federal fi-
nancial assistance, grant agreement, and
cooperative agreement.

Federal award date means the dabe
when the Federal award is signed hy
the suthorized official of the ¥ederal
awarding agency. B

Federal awarding agency means the
Federal agenoy that provides a Federal
award directly to a non-Federal entiby.

Federal financial assistance:

(1) For grants and cooperative agree-
ments, Federal financial assistance
means asgsigtance that non-Federal en-
tities receive or administer in the form
of:

(1) Grants,;

(i1) Cooperative agreements;

(i11) Non-cash contributions or dona-

tions of property (including donated

surplus property);

(iv) Direct appropriations;

(v) Food commodities; and

(vi) Other financial assistance (ex-
ocept assistance listed in paragraph (b)
of this section).

(2) Por subpart F of this part, Federal
financial assistance also inocludes assigt-
ance thabt non-Federal entities receive
or administer in the form of:

(1) Loans;

(11) Loan Guarantees;

(111) Interest subsidies; and

(iv) Insurance,

(¢) Federal financlal assistance does
not include amounts received as reim-
bursement for services rendered to in-
dividuals as described in §76.602(h) and
).

Federal interest means, for purposes of
§76.843 or when used in connection with
the acquisition or improvement of real
property, equipment, or supplies under
a Federal award, the dollar amount
that is the produot of the:

(1) Federal share of total project
costs; and

(2) Current falr market value of the
properbty, improvements, or both, to
the extent the costs of acquiring or im-
proving the property were included as
project costs,

Federal program means:;

(1) All Federal awards which are as-
signed a single number in the CFDA.

(2) When no OFDA number is as-
signed, all Federal awards to non-Fed-
eral eontities from the same agency
made for the same purpose must be
combined and oconsidered one program,

(8) Notwithstanding paragraphs (1)
and (2) of this definition, a cluster of
programs, The types of clusters of pro-
grams are;

(1) Research and development (R&D);

(i1) Student financial aid (SFA); and

(ii1) “Other clusters,” as desoribed in
the definition of Cluster of Programs

Federal share means the portion of
total project costs that are paid by
Federal funds.

Final cost obfective means s ocost ob-
jective which has allocated to it both
direct and Indirect costs and, in the
non-Federal entity's acoumulation sys-
tem, 18 one of the final accumulation
points, such as a particular award, in-
ternal project, or other direct activity
of a non-Federal entity. See also Cost
objective and Intermediate cost objective,

Fived amount awards means a type of
grant agreement under which the Fed-
eral awarding agency or pass-through
entity provides a speoific level of sup-
port without regard to actual costs in-
ourred under the Federal award, This
type of Federal award reduces somse of
the administrative burden and record-
kesping requirements for both the non-
Federal entity and Federal awarding
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agenoy or pass-through entity. Ac-
countability is based primarily on per-
formance and results, See §§76.201(b)
and 75.363.

Foreign organization means an entity
that is:

(1) A public or private organization
located in a country other than the
United States and its territories that is
subject to the laws of the country in
whioch 1t i8 located, irrespective of the
citizenship of project staff or place of
performance,;

(2) A private nongovernmental orga-
nization locabted in a country other
than the United States that solicits
and receives oash contributions from
the general public;

(3) A charitable organization located
in a country other than the United
States that is nonprofit and tax ex-
empt under the laws of its country of
domiocile and operation, and is not a
univergity, college, accredited degree-
granting institution of education, pri-
vate foundation, hospital, organization
engaged exclusively in research or soi-
entific activities, church, synagogue,
mosque or other similar entities orga-
nized primarily for religious purposes;
or

(4) An organization located in a coun-
try other than the United States nob
recognized as a Forelgn Public Entity.

Foreign public entity means:

(1) A foreign government or foreign
governmental sntity;

(2) A public international organiza-
tion, which is an organization entitled
to enjoy privileges, exemptions, and
immunities as an international organi-
zation under the International Organi-
zations Immunities Act (22 U.S8.C, 288-
2881);

(3) An entity owned (In whole or in
part) or controlled by a foreign govern-
ment; or

(4) Any other entity consisting whol-

ly or partially of one or more foreign:

governments or foreign governmental
entities,

GAAP has the meaning spscified in
accounting sbtandards issued by the
Government Accounting Standards
Board (GASB) and the Financial Ac-
counting Standards Board (FASB).

GAGAS, also known as the Yellow
Book, means generally accepted gov-
ernment auditing standards issued by
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the Comptroller General of the United
Stabtes, which are applicable to finan-
ofal audits,

General purpose equipment means
equipment which is not limited to re-
search, medical, scientific or other
technical activities. Examples include
office equipment and furnishings, mod-
ular offices, telephone networks, infor-
mation technology equipment and sys-
tems, air oconditioning equipment, re-
production and printing equipment,
and motor vehicles, See also Equipment
and Special Purpose Equipment,

Grant agreement means a legal instru-
ment of financial assistance between a
Federal awarding agency or pass-
through entity and a non-Federal enti-
ty that, consistent with 81 U.8.C, 6302,
6304:

(1) Is used to enter into g relation-
ship the principal purpose of which is
to transfer snything of value from the
Federal awarding agency or pass-
through entity to the non-Federal enti-
ty to carry out a public purpose au-
thorized by a law of the United States
(see 31 U,8.C, 6101(3)); and not to ac-
quire.property or services for the Fed-
eral awarding agency or pass-through
entity's direct benefit or use;

(2) Is distingulshed from a coopera-
tive agreement in that it does not pro-
vide for substantial involvement be-
tween the Federal awarding agency or
pass-through entity and the non-Fed-
eral entity in carrying out the activity
contemplated by the Federal award.

(3) Does not include an agreement
that provides only:

(1) Direct United States Government
oash assistance to an individual;

(11) A subsldy;

(iii) A loan;

(iv) A loan guarantee; or

(v) Insurance.

Grantee (see Reciplent)

HHS awarding agency means any or-
ganization component of HHS that is
authorized to make and administer
awards,

Hospital means a facility licensed as
a hospital under the law of any state or
a faollity operated as a hospital by the
United States, a state, or a subdivision
of g stabe,

Improper payment:

(1) Means any payment that should
not have been made or that was made
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in an incorreot amount (including over-
payments and underpayments) under
statutory, contractual, administrative,
or other legally applicable require-
ments; and :

(2) (Reserved]

(a) [Reserved]

(b) Includes any payment to an ineli-
gible party, any payment for an ineli-
gible good or service, any duplicate
payment, any payment for a good or
gervice not received (exocept for such
payments where authorized by law),
any payment that does not account for
crodit for applicable disoounts, and any
payment where insufficient or lack of
dooumentation prevents a reviewer
from discerning whether a payment
was proper,

Indign tribe means any Indian tribe,
band, nation, or other organized group
or community, including any Alasks
Native village or regional or village
corporation as defined in or established
pursuant to the Alaska Native Claims
Settlement Act (43 U.S.0. Chapter 33),
which is recognized as eligible for the
speocial programs and services provided
by the United States to Indians be-
cause of thelr status as Indians (26
U.8.C. 450b(e)). See annually published
Bureau of Indian Affairs list of Indian
Entities Recognized and Eligible to Re-
ceive Services.

Indirect cost rate proposal means the
dooumentation prepared by a non-Fed-
eral entity to substantiate its request
for the establishment of an indirect
cost rate as described in appendix III
through appendix VII, and appendix IX
of this part.

Indirect (Facilities and Administration
or F&A) costs means costs incurred for
a common or joint purpose benefltting
more than one cost objective, and not
readily assignable to the cost objec-
tives speocifically benefitted, without
effort disproportionate to the resulfs

achieved, To facilitate equitable dis-:

tribution of indirect expenses to the
cost objectives served, it may be nec-
esgary bto establish a number of pools of
indirect (F&A) costs. Indirect (F'&A)
cost pools must be distributed to hene-
fitted cost objectives on bases that will
produce an squitable result in consider-
ation of relative beneflits derived.
Information technology systems means
computing devices, ancillary equip-

ment, software, firmware, and similar
procedures, services (including support
servioces), and related resources, See
also Computing devices and Equipment.

Institution of Higher Education (IHE)
is defined at 20 U,S.C. 1001,

Intangible property means property
having no physioal existence, such as
trademarks, copyrights, patents and
patent applications and property, such
a8 loans, notes and other debt instru-
ments, lease agreements, stock and
other instruments of property owner-
ship (whether the property is tangible
or intangible).

Intermediate coslt objective means a
cost objective that is used to acoumu-
late Indirect costs or service center
costs that are subsequently allocated
to one or more indirect cost pools or
final cost objectives, See also Cost ob-
jective and Final cost objective.

Internal control over compliance re-
quirements for Federal qwards means a
process implemented by a non-Fedsral
entity designed to provide reasonahble
agsurance regarding the achievement
of the following objectives for Federal
awards:

(1) Transactions are properly re-
corded and accounted for, in order to:

(1) Permit the preparation of reliable
financial statements and Federal re-
ports; .

(11) Maintain accountability over as-
sots; and

(i) Demonstrate ocompliance with
Federal statutes, regulations, and the
terms and conditions of the Federal
award,;

(2) Transaotions are executed in com-
pliance with:

(1) Federal statutes, regulations, and
the terms and conditions of the Federal
award that could have a direct and ma-
terial effect on a Federal program; and

(1) Any other Federal statutes and
regulations that are identified in the
Compliance Supplement; and

(3) Funds, propsrty, and other assets
are safeguarded against loss from un-
authorized use or disposition,

Internal controls means a process, im-
plemented by a non-Federal entity, de-
signed to provids reasonable assurance
regarding the achievement of objec-
tives in the following categories:

(1) Bffectiveness and efficiency of op-
erations;
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(2) Reliability of reporting for inter-
nal and external use; and

(3) Compliance with applicable laws
and regulations,

Loan means a Federal loan or loan
guarantee received or administered by
a non-Federal entity, except as used in
the definltion of Program income,

1) The term ‘direct loan’ means &
disbursement of funds by the Federal
Government to a non-Federal borrower
under a contract that requires the re-
payment of such funds with or without
interest, The term includes the pur-
chase of, or participation in, a loan
made by another lender and financing
arrangements that defer payment for
more than 90 days, including the sale of
a Federal Government asset on credit
terms. The term does not include the
acquisition of a federally guaranteed
loan in satisfaction of default oclaims or
the price support loans of the Com-
modity Credit Corporation.

(2) The term “‘direct loan obligation"
means a binding agreement by a Fed-
oral awarding agency to make a direct
loan when specified conditions are ful-
filled by the boxrrower,

(3) The term ‘‘loan guarantee’ means
any Federal Government guarantes, in-
surance, or other pledge with respect
to the payment of all or a part of the
principal or interest on any debt obli-
gation of a non-Federal borrower to a
non-Federal lender, but does not in-
clude the insurance of deposits, shares,
or other withdrawable accounts in fi-
nanocial institutions.

(4) The term ‘‘loan guarantee com-
mitment” means a binding agreement
by & Federal awarding agency to make
8 loan guarantee when specified condi-
tions are fulfilled by the borrower, the
lender, or any other party to the guar-
antee agreement.

Local government means any unit of

government within a state, including a:

(1) County;

(2) Borough;

(3) Municipality;

(4) City;

(6) Town,

(6) Township;

('7) Parish;

(8) Liocal public authority, including
any public housing agency under the
United States Housing Act of 1937;

(9) Special district;
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(10) School district;

(11) Intrastate district;

(12) Council of governments, whether
or not; incorporated as e nonprofit cor-
poration under state law; and

(13) Any other agency or ingtrumen-
tality of a multi-, regional, or intra-
state or local government.

Major program means a Federal pro-
gram determined by the auditor to be a
major program in accordance with
§75,618 or & program Iidentified as o
masajor program by a Federal awarding
agency or pass-through entity in ac-
cordance with §76.608(se).

Management decision means the eval-
uation by the Federal awarding agency
or pass-through entity of the audit
findings and corrective gction plan and
the igsuance of a written deocision to
the audites as to what corrective ac-
tion is necessary.

Micro-purchase means a purchase of
supplies or services using simplified ao-
quisition prooedures, the aggregate
amount of which does not excesd the
mioro-purchage threshold, Micro-pur-
chasge procedures comprise & subset of a
non-Federal entity’'s small purchase
procedures, The non-Federal entity
uses such procedures in order to expe-
dite the completion of its lowest-dollar
small purchage transactions and mini-
mize the agsoolated administrative
burden and cost, The micro-purchase
threghold 1s set by the Federal Acquisi-
tion Regulation at 48 CFR Subpsrt 2.1
(Definitions), It is $3,000 except as oth-
erwise digcussed in subpart 2.1 of that
regulation, but this threshold is peri-
odically adjusted for inflation,

Modifled Total Direct Cost (MTDC)
mesng all direct salaries and wages, ap-
plicable fringe benefits, materials and
supplies, services, travel, and up to the
firgt $26,000 of eaoch subaward (regard-
less of the period of performance of the
pubawards under the award), MTDC ex-
cludes eguipment, c¢apital expendi-
tures, charges for patlent care, rental
costs, tuition remission, scholarships
and fellowships, participant support
costs and the portion of each subaward
in excess of $25,000, Other items may
only be excluded when necessary to
avoid a serious Inequity in the dis-
tribution of indirect costs, and with
the approval of the cognizant agency
for indirect costs,
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Non-Federal entity means a state,
iooal government, Indian tribe, institu-
tion of higher education (IHE), or non-
profit organization that carries out a
Federal award as a recipient or sub-
reciplent,

Nonprofit organization means any ocor-
poration, trust, association, coopera-
tive, or other organization, not includ-
ing IHHs, that:

(1) Is operated primarily for soi-
entific, educational, service, chari-
table, or similar purposes in the public
interest;

(2) Is not organized primarily for
profit; and

(8) Uses net proceeds to maintain,
improve, or expand the operations of
the organization,

Obligations means orders placed for
property and services, conbracts and
subawards made, and similar trans-
actions during a given period that re-
quire payment by the non-Federal enti-
ty during the same or a future period.

Office of Management and Budget
(OMB) means the BExeoutive Office of
the President, Office of Management
and Budget.

Oversight agency for audil means the
Federal awarding agency that provides
the predominant amount of funding di-
rectly to a non-Federal entity not as-
gigned s ocognizant agenocy for audit,
When there is no direct funding, the
Federal awarding agency which is the
predominant source of pass-through
funding must assume the oversight re-
sponsibilities. The duties of the over-
sight agenoy for audit and the process
for any reassignments are desoribed in
§76.618(b),

Participant support costs means direct
costs for items such as stipends or sub-
sistence allowances, travel allowances,
and registration fees paid to or on be-
half of participants or trainees (but not

employees) in oconnection with oon-

ferences, or training projects.

Pass-through entity means a non-Fed-
eral entity that provides a subaward to
a subrecipient to carry out part of a
Federal program.

Performance goal means & target level
of performance expressed as a tangible,
measurable objective, against which
actual achievement can be compared,
including a goal expressed as a guan-
titative standard, value, or rate, In
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some instances (e.g., discretionary re-
search awards), this may be limited to
the requirement to submit technical
prerformance reports (to be evaluated in
accordance with agency policy).

Period of performance means the time
during whioch the non-Federal entity
may incur new obligations to carry out
the work authorized under the Federal
award, The Federal awarding agency or
pass-through entity must include start
and end dates of the period of perform-
ance in the Federal award (see
§§76.210(a.)(5) and 76.352(a)(1)(V)).

Personal property means property of
any kind except real property. It may
be tangible, having physioal existence,
or intangible, such as copyrights, pat-
ents, or seourities,

Personally  Identifiable Information
(P1I) means information that can be
used to distinguish or trace an individ-
ual's identity, oither alone or when
combined with other personal or iden-
tifying information that is linked or
linkable to a specific individual, Some
information that is considered to be
PII is avallable in public sources such
as telephone books, public Web sites,
and university listings, This type of in-
formation I8 congidered to be Public
PII and includes, for example, first and
lasl name, address, work telephone
number, email address, home telephone
number, and general eduocational ore-
dentials, The definition of PII is not
anchored to any single category of in-
formation or technology. Rather, it re-
quires a case-by-oase assessment of the
specific rigk that an individual can be
identified, Non-PII ocan become PII
whenever additional information is
made publioly avallable, in any me-
dium and from any source, that, when
ocombined with other available infor-
mation, could be ussed to identify an in-
dividual.

Principal Investigator/Program Dirvector
(PI/PD) means the individual (s) des-
ignated by the recipient to direct the
project or program belng supported by
the grant, The PI/PD is responsible and
accountable to officlals of the recipient
organization for the proper conduot of
the project, program, or activity,

Prior approval means written ap-
proval by an aubhorized HHS official
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evidencing prior consent before a re-
oiplent undertakes certaln activities or
incurs speocific costa.

Program income means gross inocome
earned by the non-Federal entity that
ig directly generated by a supporbed ac-
tivity or earned as a result of the Fed-
eral award during the period of per-
formance except as provided in
§756.307¢f). (See Period of performance.)
Program income includes but i8 not
limited to income from fees for serv-
ioes performed, the use or rental or
real or persomal property acquired
under Federal awards, the sale of com-
modities or items fabricated under a
Federal award, lcense fees and royal-
ties on patents and copyrights, and
principal and interest on loans mado
with Federal award funds, Interest
egrned on advances of Federal funds is
not program income, Except as other-
wise provided in Federal statutes, regu-
lations, or the terms and oconditions of
the Federal award, program income
does not include rebates, oredifs, dis-
counts, and interest earned on any of
them. See also §§76.307, 756.407 and 36
U.8.¢, 200-212 (applies to inventions
made under Federal awards).

Project costs means total allowable
cosbs incurred under a Federal award
and all required cost sharing and vol-
untary committed cost sharing, includ-
ing third-party contributions.

Project period (see Pertod of perform-
ance),

Property means real property or per-
sonal property.

Protected Personally Identifiable Infor-
mation (Protected PII) Protecled PlI
means an individual's first name or
first initial and last name in combina-
tion with any one or more of types of
{nformation, including, but not limited
to, social security number, passport
number, oredit card numbers, clear-
ances, bank numbers, biometrics, date

and place of birth, mother’'s maiden:

name, oriminal, mediocal and financial
records, educational tramsoripts. This
does not include PII that is required by
law to be disclosed. (See also Person-
ally Identifiable Information (PID)).

Questioned cost means a cost that is
questioned by the auditor becaunse of an
audit finding:

(1) Which resulted from a violation or
possgible violation of a statute, regula-

’
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tion, or the terms and conditions of a
Federal award, including for funds used
to matoh Federal funds;

(2) Where the costs, at the time of
the audit, are not supported by ade-
quate documentation; or

(8) Where the oosts incurred appear
unreagonable and do not reflect the ac-
tiong a prudent person would take in
the circumstances,

Real properly means land, including

1land improvements, struotures and ap-

purtenances thereto, bul excludes
moveable machinery and equipment,

Reciplent means an entity, usually
but not limited to non-Federal entities,
that receives a Pederal award directly
from a Pederal awarding agency to
ocarry oubt an aotivity under a Federal
program, The term recipient does not
include subrecipients. See also Non-
Federal entity.

Research is defined as a systematic
study directed toward fuller sclentific
knowledge or understanding of the sub-
jeot studied. “Development’ is the sys-
tematic use of knowledge and under-
standing gained from research directed
toward the production of useful mate-
rials, devices, systems, or methods, in-
oluding design and development of pro-
totypes and procegses.

Research and Development (R&D)
means all research activitieg, both
basic and applied, and all development
activities that are performed by HHS
award recipients, The term research
algo Includes activities involving the
training of individuals in research
techniques where such activities utilize
the same facilities as other research
and development activities and where
such aotivities are not included in the
instruction funotion.

Simplified acquisition threshold means
the dollar amount helow which a non-
Pederal entity may purchase property
or servioes using small purchase meth-
ods, Non-Federal entitles adopt small
purchagse procedures in order to expe-
dite the purchase of items costing less
than the simplified acquisition thresh-
old. The simplified acquisition thresh-
old is set by the Federal Acquisition
Regulation at 48 OFR subpart 2,1 and in
acoordance with 41 U.8.0, 1908, See also
Micro-purchase
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Special purpose equipment means
equipment which is used only for re-
gearch, medical, scientific, or other
technical activities, Examples of spe-
cial purpose equipment include micro-
scopes, x-ray machines, surgiocal instru-
ments, and spectrometers, See also
Equipment and General purpose equip-
ment.,

State means any state of the United
States, the District of Columbia, the
Jommonwealth of Puerto Rico, the
U.8, Virgin Islands, Guam, American
. Samoa, the Commonwsealth of the
Northern Mariana Islands, and any
agency or ingtrumentality thereof ex-
clusive of local governments.

Student Financial Aid (SFA) means
Federal awards under those programs
of general student assistance, such as
those authorized by Title IV of the
Higher Bducation Act of 1966, as
amended, (20 U.S.C. 1070-1098d), which
are administered by the U.S. Depart~
ment of RBducation, and similar pro-
grams provided by other Federal agen-
oles, It does not include Federal awards
under programs that provide fellow-
ships or similar Federal awards to stu-
dents on a compsetitive basis, or for
specified studles or research.

Subaward means an award provided
by a pass-through entity to a sub-
recipient for the subrecipient to carry
out part of a Federal award received by
the pass-through entity. It does not in-
clude payments to a contractor or pay-
ments to an individual that is a bene-
fiolary of a Iederal program, A
subaward may be provided through any
form of legal agreement, including an
agreement that the pasgs-through enti-
ty considers a contraoct.

Subrecipient means a non-Federal en-
tity that receives a subaward from a
pass-through entity to carry out part
of a Federal program; but does not in-
olude an individual that is a bene-

ficiary of such program, A subrecipient:

meay also be a reciplent of other Fed-
eral awards directly from a Federal
awarding agency,

Supplies means all tangible personal
property other than those described in
Equipment., A ocomputing device is a
supply if the acquisition cost is less
than the lesser of the ocapitalization
lovel established by the non-Federal
entity for financial statement purposes

or $6,000, regardless of the length of its
useful llife, See also Computing devices
and Equipment.

Surplus property (see Excess property)

Suspension of award activities means
an action by the HHS awarding agency
requiring the recipient to cease all ac-
tivities on the award pending correc-
tive action by the recipient. It 1s a sep-
arate aotion from suspension under
HHS regulations (2 OFR part 376) im-
plementing Executive Orders 125649 and
12689, .

Termination means the ending of a
Federal award, in whole or in part at
any time prior to the planned end of
period of performance,

Third-party in-kind  contributions
means the value of non-cash contribu-
tions ({,e,, property or services) that:

(1) Beneflt a federally assisted
project or program; and

(2) Arve contributed by non-Federal
third parties, without ocharge, to a non-
Federal entity under a Federal award,

Total Costs (see §76.402).

Unliquidated obligations means, for fi-
nancial reports prepared on a oash
basis, obligations incurred by the non-
Federal entity that have not been paid
(Mquidated), For reports prepared on an
accrual expenditure basis, these are ob-
ligations inourred by the non-Federal
entity for which an expenditure has
not been recorded.

Unobligated  balance means the
amount of funds authorized under a
Federal award that the non-Federal en-
tity has not obligated, The amount is
computed by subtracting the cumu-
lative amount of the non-Federal enti-
ty’s unliquidated obligations and ex-
penditures of funds under the Federal
awerd from the oumulative amount of
the funds that the Federal awarding
agency or pass-through entity author-
ized the non-Federal entity to obligate,

Voluntary committed cost sharing
means cost sharing specifically pledged
on & voluntary basis in the proposal’s
budget or the Federal award on the
part of the non-Federal entity and that
becomes a binding requirement of Fed-
eral award,
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Subpart B—General Provisions

§75.100 Purpose,

(a)(1) This part establishes uniform
administrative requirements, ocost
prinoiples, and audit requirements for
Federal awards to non-Federal entities,
as described in §75.101, HHS awarding
agencies must not Impose additional or
jnconsistent requirements, except as
provided in §§75.102 and 75,210, or unless
specifically required by Federal stat-
ute, regulation, or Executive Order.

(2) This part provides the basis for a
systematic and periodic collection and
uniform submission by Federal agen-
cies of information on all Federal fi-
nancial assistance programs to the Of-
fice of Management and Budget (OMB).
It also esbtablishes Federal policies re-
lated to the delivery of this informa-
tion to the public, including through
the use of electronic medla., It pre-
goribes the manner in which General
Services Administration (GSA), OMB,
and Federal agencies that administer
Federal financial assistance programs
are to carry out thelr statutory respon-
gibilities under the Hederal Program
Information Act (31 U.S.C, 6101-6106).

(b) Administrative requirements, Sub-
parts B through D of this part set forth
the uniform administrative require-
ments for grant and cooperative agree-
ments, including the requirements for
HHS awarding agency management of
Federal grant programs before the Fed-
eral award has been madse, and the re-
quirements HHS awarding agencies
may impose on non-Federal entities in
the Federal award.

(o) Cost principles. Subpart B of this
part establishes principles for deter-
mining the allowable costs inourred by
non-Federal entities under Federal
awards, The principles are for the pur-
pose of cost determination and are not
intended to identify the cirocumstances
or diotate the extent of Federal Gov-
ernment participation in the financing
of a particular program or project, The
principles are designed to provide thab
Federal awards bear thelr fair share of
cost recognized under these principles

v
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except where resitricted or prohibited
by statute.

(d) Single audit requirements and qudit
follow-up. Subpart ¥ of this part Is
isgued pursusnt to the Single Audit
Aot Amendments of 1986, (81 U.8.C.
7601-7607), It sets forth standards for
obtaining consistency and uniformity
among Federal agencies for the audit
of non-Federal entities expending Fed-
eral awards, These provisions also pro-
vide the policies and procedures for
HHS awarding agencies and pass-
through entities when using the results
of these audits.

(8) For OMB guidance to Federsl
awarding agencies on OChallenges and
Prizes, please see M-10-11 Guidance on
the Use of Challenges and Prizes to
Promote Open Government, issued
March 8, 2010, or its suocessor,

§756.101 Applicability,

(a) General applicability to Federal
agencies, The requirements established
in this part apply to Federal agencies
that malke Federal awards to non-Fed-
eral entities, These requirements are
appliecable to all costs related to Fed-
eral awards.

()(A) Applicability to different types of
Federal awards. The following table de-
soribes what portions of this part apply
to which types of Federal awards, The
terms and conditions of Federal-awards
(including this part) flow down to sub-
awards to subreciplents unless a par-
tioular section of this part or the terms
and conditions of the Federal award
speoifically indicate otherwise. This
means that non-Federal entities must
comply with requirements in this part
regardless of whether the non-Federal
entity is a reciplent or subrecipient of
a Federal award, Pass-through entities
must comply with the requirements de-
scribed in subpart D of this part,
§§76.361 through 75,863, bul not any re-
quirements in this part directed to-
wards Federal awarding agencies un-
less the requirements of this part or
the terms and conditions of the Federal
award indiocate otherwise, This table
must be read along with the other pro-
visions in this section
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The lollowlng portions of

the part: 0)) below:

Are applicable to the followi os of Federal
Na,gg (SxCopl a8 noted ,,,f;,ga,‘ggmpm @ and | Are NOT appiicable to the following types of

Federal Awards:

Subpant A—Aocronyms —All,
and Definfilons,

Subpar B—General Pro- | —All
vislons, except for
§§76.111, 76,112, and
76.118

Sectlons 76,111, 76.112, | —Grant ag fs and coop

m

and 76,113, ments.

ve agres- | —Agreemants for: loans, loan guarantess, inter-
est subsldles and Insurance

~Cost-relmbursement contracls awarded under
the Federal Acquisiion Regulafions and cost-
relmbursement and subcontracls under these
contracts

—Flxed-piica coniracls and subcontracls award-
ed under the Faderat Acqulslllon Regulatlon
whenever cost lysis {s p d or the
contract requires the delan'nlnallon of pegolia-
llon of cos!s

Subparls C-D, excepl for | —Granl ag s and  coop
Subreciplent Monlloring ments.
and Management.

Subpart D—Post Federal | —All,
Award Requlrements,
Subreciplent Monitoring
and Management.

live agree- s for: loans, loan guaranises, Inler-
es! subsldles and lnsumnce

ded under
the Fedeml Acquisttion Hegulallons and cosl-
relmbursement and subconlracts under these
contracls
—Fixed-price contracts and subconiracls award-
ed under the Federal Acquisition Regulation
whenever cost analysls Is performed or the
conlract requires the delermination or negotia-
tlon of cosls

Subpart E—Cosl Prin- —Grant agrsemonts and cooperalive agree- | —Granl ag s and cooperalive agree-

ciples.

menls, excepl those providing food commod-
lttes,
—Cosl-relmb t conlracls ded under
lhe Federai Acqulslllon Regulations and cost-
tracts under these
contracts In eccmdance wilth the FAR,
—Fixed-price contracts and subcontracls award-
ed under the Federal Acquisfiion Regulation

menls providing food commoditles

—Filxed amount awards

—Agresmenis for; loans, loan guaraniess, inler-
ost subsldles and Insurance

~~Federal awards to hospials (Ses appsndix IX)

whenever cost analysls Is pedormed or lhe
the

conlract requl
tion of costs.
Subpart F—Audit Re- —All
quiremenis.

(2) Federal award of cost-reimburse-
ment contract under the FAR to a non-
Federal entity, When a non-Federal en-
tity is awarded a cost-reimbursement
contract, only subpart D of this part,
§§76.851 through 76.368 (in addition to

any FAR related requirements for,

monitoring subpart B of this part and
subpart F of thig part are Incorporated
by reference into the contract, How-
ever, when the Cost Accounting Stand-
ards (CAS) are applicable to the con-
tract, they take precedence over the
requirements of this part except for
subpart F' of this part when they are in
conflict, In addition, costs that are
made unallowable under 10 U,S.C.

2324(e) and 41 U,8.C, 4304(a) as desoribed
in the FAR subpart 31,2 and subpart
31,603 are always unallowable, For re-
quirements other than those covered in
subpart D of this part, §§76,361 through
76,363, subpart B of this part-and sub-
part F of this part, the terms of the
contract and the FAR apply,

(3) With the exception of subpart I of
this part, which is required by the Sin-
gle Audit Act, In any circumstances
where the provisions of Federal stat-
utes or regulations differ from the pro-
visions of this part, the provision of
the Federal statutes or regulations
govern, This includes, for agreements
with Indian tribes, the provisions of
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the Indian Self-Determination and
Education and Asgistance Aot
(ISDEAA), as amended, 26 U,S.0, 450-
458dda-2.

(c) HHS awarding agencies may apply
subparts A through B of this part to
Federal agencies (see §75.215), for-profit
entities, foreign public entities, or for-
eign orgenizations, except where the
HHS awarding agency determines that
the application of these subparts would
be inconsistent with the inlernational
obligations of the United States or the
sbabutes or regulations of a foreign
government.

(d) Bxocept for §75.202 and §§76.361
through 76,363 of subpart D of this part,
the requirements in subpart C of this
part, subpart D of this part, and sub-
part B of this part do not apply to the
following programs:

(1) The block grant awards author-
ized by the Omnibus Budget Reconoili-
ation Act of 1981 (including Community
Services, except to the extent that the
cost and accounting standards of OMB
apply to subrecipients of Community
Services Block Grant funds pursuant to
42 U.B.0. 0916(a)(1)(B); Preventive
Health and Health Services; Alcohol,
Drug Abuse, and Mental Health Serv-
joes; Maternal and Child Health Serv-
foes; Social Services; Low-Incoms
Home Energy Assistance; States' Pro-
gram of Community Development
Block Grant Awards for Small Cities;
and Elementary and Secondary Hdu-
oation other than programs adminis-
tered by the Secretary of Bducabion
under title V, subtitle D, chapber 2,
geotion b583—the Secoretary’'s disore-
tionary award program) and both the
Alcohol and Drug Abuse Treatment
and Rehabilitation Block Grant Award
(42 U,8.,C, 300x-21 to 300x-36 and 42
U.8.0. 300x-51 to 300x64) and the Mental
Health Service for the Homeless Block

Grant Award (42 U.S.0. 300x to 300x-9).

under the Public Health Service Act,

(2) Federal awards to local education
agencies under 20 U,8.C, 7702-7703b,
(portions of the Impact Aid program);

(3) Payments under the Department
of Veterans Affairs’ State Home Per
Diem Program (38 U.8.C, 1741); and

(4) Federal awards authorized under
the Child Care and Development Blook
Grant Act of 1990, as amended:
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(1) Child Care and Development Block
Grant (42 U.8.C, 9868)

. (11) Ohild Care Mandatory and Match-
ing Funds of the Child Care and Devel-
opment Fund (42 U,S.0, 8868)

(e) Bxcept for §76.202, the guidance in
subpart C of this part does not apply to
the following programs; .

(1) Pederal awards to carry out the
following programs of the Social Secu-
rity Aot

(1) Temporary Assistance for Needy
Families (title IV-A of the Social Secu-
rity Act, 42 U.8.C, 601-619);

(i) Ohild Suppori Enforcement and
Establishment of Paternity (title IV-D
of the Soocial Security Act, 42 U,8.0,
661-669b);

(ii1) Fogter Care and Adoption Assist-
ance (title IV-H of the Act, 42 U.8.C.
670-6790);

(iv) Aid to the Aged, Blind, and Dis-
abled (titles I, X, XIV, and XVI-AABD
of the Act, as amended);

(v) Medical Assistance (Medicaid)
(title XIX of the Act, 42 U.8.0. 1396-
1396w-b6) not inoluding the State Med-
icaid Fraud Control program author-
ized by §1803(a)(6)(B) of the Social Se-
ouflity Act (42 U.S8.0. 1306b(a)(6)(B));
an

(vi) Children’s Health Insurance Pro-
gram (btitle XXI of the Act, 42 U.8.0.
1397a8-1397Tmm),

(2) A Federal award for an experi-
mental, pllof, or demonstration projeot
that is also supported hy a Pederal
award listed in paragraph (e)(1) of this
section;

(8) Federal awards under gubsection
412(e) of the Immigration and Nation-
ality Act and subsection 501(a) of the
Rofugee Educabion Asgistance Aot of
1980 (Pub. L. 96-422, 94 Stat. 1809), for
cash assistance, medical sassistance,
and supplemental security income hen-
efits to refugees and entrants and the
administrative costs of providing the
assistance and Dbenefits (8 VU.8.C.
1622(e));

(4) Bntitlement awards under the fol-
lowing programs of The Natlonal
School Lunch Act:

(1) National School Lunoch Program
(section 4 of the Aok, 42 U,S.C, 1763),

(1) Commodity Assistance (section 6
of the Act, 42 U,8.0. 17585),

(1i1) Speclal Meal Assistance (section
11 of the Act, 42 U.8,C, 1769a),
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(iv) Summer Food Service Program
for Children (section 13 of the Act, 42
U.8.0. 1761), and

(v) Child and Adult Care Food Pro-
gram (section 17 of the Act, 42 U,8.0.
1766),

(6) Entitlement awards under the fol-
lowing programs of The Child Nutri-
tion Act of 1966:

(1) Speocial Milk Program (section 8 of
the Act, 42 U.8.C. 1772),

(11) School Breakfast Program (sec-
tion 4 of the Aoct, 42 U,8.0, 1778), and

(i) State Administrative Expenses
(section 7 of the Act, 42 U.8.0, 17176).

(6) Bntitlement awards for State Ad-
ministrative Expenses under The Food
and Nutrition Act of 2008 (section 16 of
the Act, 7 U,8.C. 202b).

(7) Non-digcretionary Federal awards
under the following non-entitlement
programs;

{d) Special Supplemental Nutrition
Program for Women, Infants and Ohil-
dren (section 17 of the Child Nutrition
Aot of 1966) 42 U.S,C. 1786;

(11) The Emergency Food Assistance
Programs (Emergency Food Assistance
Aot of 1983) 7 U.8.0, 7601 note; and

(i11) Commodity Supplemental Food
Program (section b of the Agriculturs
and Consumer Protection Act of 1878) 7
U.8.0, 612¢ note,

§76.102 Exceptions,

(a) With the exception of subpart F' of
this part, OMB may allow exoceptions
for classes of Federal awards or non-
Federal entities subject to the require-
ments of this part when exceptions are
not prohibited by statute. However, in
the interest of maximum uniformity,
exceptions from the requirements of
this part will be permitted only in un-
usual cirocumstances. Exceptions for
olasses of Federal awards or non-Fed-
eral entities will be published on the
OMB Web site at www.whitehouse.gov/
omb. )

(b) Eixceptions on a oase-by-case basis
for individual non-Federal entities may
be authorized by the HHS awarding
agenoy or cognizant agency for indirect
costs except where otherwise required
by law or where OMB or other approval
is expressly required by this part. No
case-by-case exceptions may be grant-
ed to the provisions of subpart F of this
part.

(c) The HHS awarding agency may
apply more restriotive requirements to
a class of ¥ederal awards or non-Fed-
eral entities when approved by OMB, or
when required by Federal statutes or
regulations, except for the require-
ments in subpart I of this part. An
HHS awarding agency may apply less
restrictive requirements when making
fixed amount awards as defined in sub-
part A of this part, except for those re-
quirements imposed by statute or in
subpart ¥ of thig part,

(d) On a oage-by-case basis, OMB will
approve new siralegies for Iederal
awards when proposed by the HHS
awarding agency in acocordance with
OMB guidance (such as M-18-17) to de-
velop additional evidence relevant to
addressing important policy challenges
or to promote cost-effectiveness 1n and
across Federal programs. Proposals
may draw on the innovabive program
designs disoussed in M-18-17 to expand
or improve the use of effective prac-
tices in delivering Federal financial as-
sistance while also encouraging inno-
vation in service delivery, Proposals
submitted to OMB in accordance with
M-13-17 may include requests to walve
requirements other than those in sub-
part F of this part,

§75.103 Authorities.

This part is issued under the fol-
lowing authorities,

(a) Subpart B of this part through
subpart D of this part are authorized
under 31 U,8,0. 603 (the Chief Finanocial
Officers Aot, Funotions of the Deputy
Director for Management), 81 U.8.0,
1111 (Improving Economy and Effi-
olency of the United States Govern-
ment), 41 U,8,0, 1101-1131 (the Office of
Federal Procurement Policy Act), Re-
organization Plan No. 2 of 1970, and Ex-
ecubive Order 11641, the Single Audit
Act Amendments of 1998, (31 U.S.C.
7601-7607), as well ag The Federal Pro-
gram Information Act (Public Law 06—
220 and Public Law 98-169, as amended,
codified at 81 U,S.C. 6101-6108).

(b) SBubpart B of this part is author-
ized under the Budget and Accounting
Aot of 1921, as amended; the Budget
and Acocounting Procedures Aot of 1950,
as amended (81 U,8.0, 1101-1125); the
Chief Finanolal Officers Act of 1990 (31
U.8.C. 503-504); Reorganization Plan
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No. 2 of 1970; and Execubtive Order No.
11641,

(o) Subpart F of this part is aubhor-
ized wunder the Single Audit Act
Amendments of 19896, (31 U.8.C, 7601-
7607),

§75.104 Supersession,

Asg desoribed in §76.110, this part su-
pergedes:

(a) The following OMB guidance doc-
uments and regulations under Title 2 of
the Code of Federal Regulations:

1) A-21, “Cost Principles for Edu-
oational Institutions’ (2 CFR part 220);

(2) A-87, “Cost Principles for State,
Local and Indian Tribal Governments'
(2 CFR part 226) and also FEDBERAL REG-
ISTER notice 51 FR 5562 (January 6, 1986);

(3) A-89, “Federal Domestio Apsist-
ance Program Information’’;

(4) A-102, “Grant Awards and Cooper-
ative Agreements with State and Looal
Governments’’;

(6) A-110, “Uniform Administrative -

Requirements for Awards and Other
Agreements with Institutions of Higher
Education, Hospitals, and Other Non-
profit Organizations” (ocodified at 2
CFR 216);

(6) A-122, “Cost Principles for Non-
Profit Organizations’ (2 CFR part 230);

(7) A-133, “Audits of States, Local
Governments and Non-Profit Organiza-
tions, and

(8) Those sections of A-60 related to
audits performed under subpart I' of
this part,

(b) This part also supersedes HHS’
regulations at 46 CFR parts 74 and 92.

§75.105 Effect on other issuances,

For Federal awards subject to this
part, all administrative requirements,
program manuals, handbooks and other
non-regulatory materials that are in-
consigstent with the requirements of

_this part are superseded upon imple-.

mentation of this part by the HHS
awarding agency, except to the extent
they are required by statute or author-
ized in acoordance with the provisions
in §76,102,

§75.108 Agency implementation,

HHS is implementing the language in
2 OFR part 200 in these codified regula-
tions,
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§76.107 OMB responsibilities,

OMB will review HHS agency regula-
tions and implementation of 2 CFR
part 200, and will provide Interpreta-
tions of polioy requirements and assist-
ance bto engure effective and efficient
implementation. Any exceptions will
be subject to approval by OMB, Excep-
tions will only be made in particular
oases where adequatbe justification is
presented,

§75.108 Inquiries,

Inquiries concerning 2 CFR part 200
may be directed to the Office of Fed-
eral Financial Mahagement, Office of
Management and Budget, in Wash-
ington, DC, Inquiries concerning 46
CFR part T6 should be addressed to the
HHS awarding agency, cognizant agen-
cy for Indlrect costs, cognizant or over-
slght agency for andit, or pass-through
entity as appropriate.

§75.109 Review date,

OMB will review 2 CFR part 200 and
HHS will review 46 part 76 at least
every five years after December 26,
2013,

§76.110 Effective/Applicability date,

(a) The standards set forth in this
part which affect adminigtration of
Federal awards igsued by Federal agen-
oles become effective December 26,
2014, For the proocurement standards in
2 OFR 200.317-200.326, non-Federal enti-
ties previously subject to OMB Ciroular
A~110 may continue to comply with the
procurement standards in previous
OMB guidance (superseded by this part
as desoribed in 2 OFR 200.104) for one
additional fiscal year after this part
goes into effect, If an entity chooses to
remain with the previous procursment
standards for an additional fiscal year
before adopting the procurement stand-
ards in this part, they must document
this deoision in their internal procure-
ment policles, in accordance with the
guldance in gppendix XI to this part.

(b) The standards set forth in subpart
¥ of this part and any other standards
which apply directly to HHS agencies
will bs effective December 26, 2013, and
will apply to aundits of fiscal years be-
ginning on or after December 26, 2014,
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§756.111 English language,

(a) All Pederal financial assistance
announcements and Federal award in-
formation must be in the English lan-
guage, Applioations must be submitted
in the English language and must be in
the terms of U.S. dollars, If the HHS
awarding agenocy receives applications
in another currency, the HHS awarding
agency will evaluate the application by
oconverting the {foreign currency to
United States currency using the date
specified for receipt of the application.

(b) Non-Federal entities may btrans-
late the Federal award and other docu-
ments into another language, In the
event of inconsigtency between any
terms and oconditions of the Federal
award and any translation into another
language, the English language mean-
ing will control, Where a significant
portion of the non-Federal entity’s em-
ployees who are working on the Fed-
eral award are not fluent in English,
the non-Federal entity must provide
the Federal award in English and the
language(s) with which employees are
more familiar,

§76,112 Conflict of interest.

(a) HHS awarding agencies must es-
tablish conflict of interest poliocles for
Federal awards, The non-Federal enti-
ty must disclose in writing any poten-
tial confliot of Interest to the respec-
tive HHS awarding agency or pass-
through entity in accordance with ap-
plicable HHS awarding agency's policy.
As o general matter, HHS awarding
agenocies' conflict of Interest policies
must;

(1) Address conditions under which
outside activities, relationships, or fi-
nancial interests are proper or im-
proper;

(2) Provide for advance notification,

of outside activities, relationships, or
finanocial interests, and a prooess of re-
view as appropriate; and

(3) Outline how financial conflicts of
interest may be addressed,

(b) Agencies with Public Health Serv-
ice (PHS) funded research will ensure
that any conflict of interest policies
are aligned with the requirements of 42
CFR part 50, subpart F,

§756.113 Mandatory disclosures,

The non-Federal entity or applicant
for a Federal award must disclose, in a
timely manner, in writing to the HHS
awarding agency or pags-through enti-
ty all violations of Pederal criminal
law involving fraud, bribery, or gra-
tuity violations potentially affecting
the Federal award, Fallure to make re-
quired disclosures can result in any of
the remedies described in §76.371, in-
cluding suspension or debarment, (See
also 2 OFR parts 180 and 876, and 31
U.8.0, 3321).

Subpart C—Pre-Federal Award
Requirements and Contents of
Federal Awards

§75.200 Purpose,

(a) Sections 76,201 through 75,208 pre-
scribe instructions and other pre-award
matters to be used in the announce-
ment and application process,

(b) Use of §§76.203, 76.204, 765.206, and
76,207, 18 required only for competitive
Federal awards, but may also be nsed
by the HHS awarding agency for non-
competitive awards where appropriate
or where required by Federal statute,

§756.,201  Use of grant agreements (in-
cluding fixed amount awards), co-
operative agreements, and con-
tracts,

(a) The HHS sawarding agency or
pass-through entity must decide on the
appropriate instrument for the Federal
awgrd (i.e,, granb agreement, coopera-
tive agreement, or contract) in accord-
ance with the Federal Grant and Coop-
erative Agreement Act (31 U.8.0, 6301-
08).

(b) Fixed Amount Awards. In addi-
tion to the options desoribed in para-
graph (a) of this section, HHS awarding
agencies, or pass-through entities as
permitted in §76.363, may use fixed
amount awards (see §76.2 Fized amount
awards) to which the following condi-
tions apply:

(1) The Federal award amount is ne-
potiated using the cost principles (or
other pricing information) as a guide.
The HHS awarding agency or pass-
through entity may use fixed amount
awards if the project scope is specific
and if adequate cost, historical, or unit
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pricing date is available to establish a
fixed amount award based on a reason-
able estimate of actual cost. Payments
are hased on meeting speoific require-
mentg of the Federal award., Account-
ability is based on performance and re-
sults. Exoept in the case of termination
before completion of the Federal
award, there is no governmental review
of the actual costs incurred by the non-
Tederal entity in performance of the
award, Some of the ways in which the
Foderal award may be paid include, but
are not limited to:

() In several partial payments, the
amount of each agreed upon in ad-
vanoce, and the “milestons” or event
triggering the payment also agreed
upon in advance, and set forth in the
Federal award;

(i1) On a unit price basis, for a de-
fined unit or units, at a defined price or
prices, agreed to in advance of perform-
ance of the Federal award and set forth
in the Federal award; or,

(i11) In one payment at Federal award
completion.

(2) A fixed amount award cannot be
used in programs which require manda-
tory cost sharing or match.

(3) The non-Federal entity must cer-
tify in writing to the HHS awarding
agency or pass-through entity at the
end of the Federal award that the
projeot or activity was ocompleted or
the level of effort was expended. If the
required level of activity or effort was
not carried out, the amount of the Fed-
eral award must be adjusted.

(4) Periodic reports may be estab-
lished for each Federal award,

(6) Ohanges in principal investigator,
project leader, project partner, or scope
of effort must receive the prior written
approval of the HHS awarding agenoy
or pass-through enbiby,

§75.202 Requirement to provide public

notice of Federal financial assist-.

ance programs,

(a) The HHS awarding agency must
notify the public of Federal programs
in the Oatalog of Federal Domestic As-
sistance (CFDA), maintained by the
General Services Administration
(GSA).

(1) The OFDA, or any OMB-des-
ignated replacement, 18 the single, au-
thoritative, government-wide ocom-

.
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prehensive source of Federal financial
assistance program information pro-
duced by the execubive branch of the

.Federal Government,

(2) The information that the HHS
awarding agency must submit to GSA
for approval by OMB is listed in para-
graph (b) of this section. GSA must
presoribe the format for the submis-
glon,

(3) The HHS awarding agency may
not award Federal financial assigtance
without assigning it to a program that
has been included in the CFDA as re-
quired in this seotion unless there are
exigent circumstances requiring other-
wise, such as timing requirements im-
posed by statute,

(b) For each program that awards
discretionary Federal awards, non-dis-
cretionary Federal awards, loans, in-
surance, or any other type of Federal
fingnoeial assistance, the HHS awarding
agency must submit the following in-
formation to GSA:

(1) Program Description, Purpose,
Goals and Measurement, A brief sum-
mary of the statutory or regulatory re-
quirements of the program and its in-
tended outcome, Where appropriate,
the Program Description, Purposs,
Goals, and Measurement should align
with the strategic goals and objectives
within the HHS awarding agenoy’s per-
formanoe plan and should support the
HHS awarding agency's performance
measurement, management, and re-
porting as required by Part 6 of OMB
Circular A-11;

(2) Identification of whether the pro-
gram makes Federal awards on a dis-
cretionary basis or the Federal awards
are presoribed by Federal statute, such
as in the case of formula grants,

(8) Projected total amount of funds
avallable for the program, Estimates
based on previous year funding are ac-
cepbable if current appropriations are
not available at the time of the sub-
mission;

(4) Anticipated Source of Available
Funds: The statutory authority for
funding the program and, to the extent
possible, agency, sub-agency, or, if
known, the specific program unit that
will issue the Federal awards, and asso-
clated funding identifier (e.g., Treasury
Account Symbol(s));
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(6) General Eligibility Requirements:
The statubory, regulatory or other eli-
gibility factors or considerations that
determine the applicant’s qualification
for Pederal awards under the program
(e.g,, type of non-Federal entity); and

(6) Applicability of Single Audit Re-
quirements as required by subpart F of
this part.

§76.208 Notices of funding opportuni-
ties,

For competitive grants and coopera-
tive agreements, the HHS awarding
agency must announce specific funding
opportunities by providing the fol-
lowing information in a public notice:

(a) Summary Information in Notices of
Funding Opportunities, The HHS award-
ing agency must display the following
information posted on the OMB-des-
ignated government-wide Web site for
finding and applying for Federal finan-
cial assistance, in a location preceding
the full text of the announcement:

(1) HHS Awarding Agenoy Name;

(2) Punding Opportunity Title;

(3) Announcement T'ype (whether the
funding opportunity is the initial an-
nouncement of this funding oppor-
tunity or a modification of a pre-
viously announced opportunity);

(4) Funding Opportunity Number (re-
quired, if applicable), If the HHS
awarding agenoy has assigned or will
assign a number to the funding oppor-
tunity announcement, this number
must be provided;

(6) Calalog of Federal Domestic As-
sistance (OFDA) Number(s);

(6) Key Dates, Koy dates inolude due
dates for applications or HExeocutive
Order 12372 submigsions, as well as for
any letters of intent or pre-applica-
tions, For any announcement issued
before a program's application matbe-
rials are available, key dates also in-
olude the date on which those mate-~

rials will be released; and any other ad-

ditional information, as deemed appli-
cable by the relevant HHS awarding
agency.

(b) The HHS awarding agency must
generally make all funding opportuni-
ties gvailable for application for at
least 60 calendar days, The HHS award-
ing agency may make a determination
to have a less than 60 ocalendar day
availability period but no funding op-

§75.205

portunity should be available for less
than 30 oalendar days unless exigent
circumstances require as determined
by the HHS awarding agency head or
delegate,

(0) Full Text of Funding Opportunities.
The HHS awarding agenoy must in-
clude the following information in the
full text of each funding opportunity.
Por specific instructions on the con-
tent required in thig section, refer to
appendix I of this part,

(1) Full programmatic description of
the funding opportunity,

(2) Federal award information, in-
cluding sufficient information to help
an applicant make an informed deoi-
sion about whether to submit an appli-
cation, (See also §76.414(c)(4)).

(3) Specific eligibility information,
including any faotors or priorities that
affect an applicant's or its applica-
tion’s eligibility for selection.

(4) Application Preparation and Sub-
mission Information, including the ap-
plicable submission dates and time,

(6) Application Review Information
including the oriteria and proocess to be
used to evaluate applications. See also
§§76.204 and 75,205, See also 2 CFR part
27 (forthcoming at time of publication),

(6) Federal Award Administration In-
formation. See also §76.210.

§76.204 HHS funding agency review of
merit of proposals,

For competitive grants or coopera-
tive agreements, unless prohibited by
Federal statute, the HHS awarding
agency must design and execute a
merit review process for applications.
This process muset be desoribed or in-
corporated by reference in the applioa-
ble funding opportunity (see appendix I
to this part.) See also §75.208,

§76,.208 HHS awarding agency review
of risk posed by applicants,

(a) Prior to making a Federal award,
the HHS awarding agency is required
by 81 U.8.0, 3321 and 41 U.8.0. 2313 note
to  review Information avallable
through any OMB-designated reposi-
tories of government-wide eligibility
qualification or financial integrity in-
formation, such as SAM Exolusions,
and ‘‘Do Not Pay.” See also suspension
and debarment requirements at 2 OFR
part 180 as well ag HHS suspension and
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debarment regulations at 2 CFR part
3176,

() In additlon, for competitive
grants or cooperative agreements, the
HHS awarding agency must have in
place 8 framework for evaluating the
risks posed by applicants before they
raceive Federal awards, This evalua-
tion may incorporate results of the
evaluation of the applicant’s eligibility
or the quality of its application, If the
HHS awarding agency debtermines that
a Federal award will be made, special
conditions that correspond to the de-
gree of risk agssessed may he applied to
the Federal award, Oriteria to be evalu-
ated must be described in the an-
nouncement of funding opportunity de-
seribed in §75.203.

(o) In evaluating risks posed by appli-
cants, the HHS awarding agency may
use a risk-based approach and may con-
sider any items such as the following:

(1) Financial stability;

(2) Quality of management systems
and ability to meet the management
standards proscribed in this part;

(3) History of performance. The appli-
cant's record in maenaging Federal
awards, if it 18 a prior recipient of Fed-
eral awards, including timeliness of
compliance with applicable reporting
requirements, conformance to the
terms and conditions of previous Fed-
eral awards, and if applicable, the ex-
tent to which any previously awarded
amounts will be expended prior to fu-
ture awards;

(4) Reports and findings from audits
performed under subpart ¥ of this part
or the reports and findings of any other
available audits; and

(6) The apploant's ability bto effec-
tively 1implement statutory, regu-
latory, or other requirements imposed
on non-Federal entities.

() In addition to this review, the

HHS awarding agency must comply’

with the guidellnes on government-
wide suspension and debarment in 2
CFR part 180, and must require non-
Federal entities to comply with these
provigions, These provisions restrict
Federal awards, subawards and con-
tracts with ocertain parties that are
debarred, suspended or obtherwise ex-
cluded from or ineligible for participa-
tion in Federal programs or activities,

'
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§76.206 Standard application require-
ments, including forms for applying
for HHS financial assistance, and
state plans,

(a) Paperwork clearances, The HHS
awarding agency may only use applica-
tion information collections approved
by OMB under the Paperwork Reduc-
tion Aot of 1895 and OMB’s imple-
menting regulations in 5 CFR part 1320,
Consistent with these requirements,
OMB will authorize additional informa-
1?01; collections only on a limited

asis,

(b) If applicable, the HHAS awarding -

agency may inform applicants and re-
cipients that they do not need to pro-
vide certain information otherwise re-
quired by the relevant information col-
lection.

(¢) Forins for applying for HHS finan-
clal assistance. HHS awarding agencies
should use the Standard Form 424 (8F-
424 Application for Federal Assistance)
serles (or its successor) and its pro-
gram narrative whenever possible, Al-
ternative mechanisms may be used for
formula grant programs which do not
require applicants to apply for funds on
a project basis.

(1) Applicants shall use the S¥F—424 ge-
ries or those forms and instructions
prescribed by the HHS awarding agen-
oy.

(2) For Federal programs covered by
Executive Order 12372, as amended by
Exeocutive Order 12416, the applicant
shall complete the appropriate sections
of the S¥F-424 indicating whether the
application was subject to review by
the State Single Point of Contact
(SPOC). The name and address of the
SPOC for a particular State can be ob-
tained from the HHS awarding agency
or the Catalog of I"ederal Domestic As-
sistance, The SPOC shall advise the ap-
plicant whether the program for which
application is made has been selected
by that State for review, (See also 4b
OFR part 100.)

(3) HHS awarding agenoies that do
not use the BF-424 series will indicate
on the applioation form they prescribe
whether the application is subject to
review by the State under Hxecutive
Order 12372,

(4) This section does not apply to ap-
plications for subawards,
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(6) Except where otherwise noted, or
granted by HHS deviation, HHS award-
ing agencies shall direct applicants to
apply for HHS financial assistance
through Grants.gov, an OMB-des-
ignated Web site for Find and Apply.

(d) State plans. The stabutes for some
programs require States to submit
plans before receiving grants. Under
regulations Implementing Exeoutive
Order 12372, States are allowed to sim-
plify, congolidate and substitute plans,
This section contains additional provi-
gions for plans that are subject to regu-
lations implementing Executive Order
12372,

(1) Requirements, A State need meel
only Pederal administrative or pro-
grammatic requirements for a plan
that are in statutes or codified regula-
tions,

(2) Assurances, In each plen, the State
will include an assurance that the
State will comply with all applicable
Federal statutes and regulations in ef-
feot with respect to the periods for
which it recelves grant funding, For
this agsurance and other assurances re-
quired in this plan, the State may:

@) Cite by number the statutory or
regulatory provisions requiring the as-
surgnces and affirm that it gives the
assurances required by those provi-
sions,

(1i) Repeat the assurance language in
the statutes or regulations, or

(iii) Develop its own language to the
oxtent permitted by law,

(3) Amendments, A State will amend a
plan whenever necessary to reflect:

(1) New or revised Federal statutes or
regulations, or

(ii) A material change in any State
law, organization, polioy, or State
agency operation. The State will ob-
tain approval for the amendment and
its effective date but need submit for

approval only the amended portions of

the plan,

§75.207 Specific award conditions.

(a) The HHS awarding agency or
pass-through entity may impose addi-
tional specific award conditions as
needed in accordance with paragraphs
(b) and (c) of this section, under the
following oircumstances:

(1) Based on the criteria set forth in
§176.206;

(2) When an applicant or recipient
has a history of fallure to comply with
the genseral or speocific terms and condi-
tions of a Federal award;

(8) When an applicant or recipient
fails to meet expected performance
goals as desoribed in §%76.210, or;

(4) When the applicant or recipient is
not otherwise responsible,

(b) These additional Federal award
conditions may include items such as
the following:

(1) Requiring payments as reimburse-
ments rather than advance payments;

(2) Withholding authority to proceed
Lo the next phase until receipt of evi-
dence of acceptable performance within
a given period of performance;

(3) Requiring additional, more de-
tailed finanoial reports;

(4) Requiring additional project mon-
itoring;

(6) Requiring the non-Federal entity
to obtain technical or management as-
sistance; or

(6) HEstablishing additional prior ap-
provals,

(¢) The HHS awarding agency or
pass-through entity must notify the
applicant or non-Federal entily as to:

(1) The nature of the additional re-
quirements;

(2) The reason why the additional re-
quirements are being imposed;

(3) The nature of the sction needed to
remove the additional requirement, if
appliocable;

(4) The time allowed for completing
the actions if applicable, and

(6) The method for requesting recon-
sideration of the additional require-
ments imposed.

(d) Any speoific conditions must be
promptly removed once the conditions
that prompted them have been ocor-
rected.

§75.208 Certifications and representa-
tions,

Unless prohibited by Federal statutes
or vregulations, each HHS awarding
agenoy or pass-through entity is au-
thorized to require the non-Federal en-
tity to submit certifications and rep-
resentations required by Federal stat-
utes, or regulations on an annual basis,
Submission may be required more fre-
quently if the non-Federal entity falls
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to meet a requirement of a Federal
award.

(a) The funds governed under this
part shall be administered in compli-
ance with the standards set forth in 48
OFR part 87,

(b) For assurances under State plans,
see §76.206(d)(2).

§%75.209 Pre-award costs.

For requirements on costs incurred
by the applicant prior to the start date
of the period of performance of the
Federal award, see §75.4568,

§75.210 Information contained in a
Federal award,

A Federal award must include the
following information:

(a) General Federal award tnformation.
The HHS awarding agenoy must in-
clude the following general Federal
award information in each Federal
award:

(1) Recipient name (which must
match the name associated with their
unique entity identifier as defined in 2
CFR 25.316);

(2) Reciplent’s unigue entity identi-
fler,

(3) Unique Federal Award Identifica-
tion Number (FAIN);

(4) Federal Award Date (see §75.2 Fed-
eral award date);

(6) Period of Performance Start and
End Date;

(6) Amount of Federal Funds Obli-
gated by this action,

(7) Total Amount of Federal Funds
Obligated;

(8) Total Amount of the Federal
Award;

(9) Budget Approved by the HHS
Awarding Agenoy;

(10) Total Approved Cost Sharing or
Matching, where applicable;

(11) Federal award project description
(to comply with statutory require-
ments (e.g., FFATA)); '

(12) Name of HHS awarding agency
and contact information for awarding
official,

(13) CFDA Number - and Program
Name;

(14) Identification of whether the
award is R&D; and

(16) Indirect cost rate for the Federal
award (including if the de minimis rate
is charged per §'756.414).
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(b) General terms and conditions. (1)
HHS awarding agencies must incor-
porate the following general terms and
conditions either in the Federal award
or by reference, as applicable:

(1) Administrative requirements im-
plemented by the HHS awarding agen-
oy as specified in this part.

(ii) National policy requirements,
These include statutory, execubive
order, other Presidential direotive, or
regulatory requirements that apply by
specifio reference and are not program-
specifio, See §76.300,

(2) The Federal award must include
wording to incorporate, by reference,
the applicable el of general terms and
conditions, The reference must be to
the Web site at which the HHS award-
ing agency maintaing the general
terms and conditions,

(3) If a non-Federal entity requests a
copy of the full text of the general
terms and conditions, the HHS award-
ing agency must provide if,

(4) Wherever the general terms and
conditions are publicly available, the
HHS awarding agency must maintain
an archive of previous versions of the
general terms and conditions, with ef-
fective dates, for use by the non-Fed-
eral entity, auditors, or others.

(0) HHS awarding agency, program, or
Federal award specific terms and condi-
tions, The HHS awarding agenoy may
inolude with eaoh Federal award any
terms and conditions necesgary to com-
munioate requirements that are in ad-
dition to the requirements outlined in
the HHS awarding agency's general
terms and conditions, Whenever prac-
ticable, these speoific terms and condi-
tions also should be shared on & public
Web site and in notices of funding op-
portunities (as outlined in §75,203) in
addition to being included in a Federal
award. See also §75.208.

(d) Federal award performance goals.
The HHS awarding agency must in-
olude in the Federal award an indica-
tion of the ftiming and scope of ex-
pected performance by the non-Federal
entity as related to the outcomes in-
tended to be achieved by the program.
In some instances (e.g., discretionary
regearch awards), this may be limited
to the requirement to submit technical
performance reports (o be evalualed in
accordance with HHS awarding agency
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policy). Where appropriate, the Federal
award may include specific perform-
ance goals, indicators, milestones, or
expected outcomes (such as oubputs, or
services performed or publio impaots of
any of these) with an expected timeline
for accomplishment, Reporting re-
quirements must be clearly articulated
such bhab, where appropriate, perform-
anoce during the exscution of the Fed-
eral award has a standard against
which non-Federal entity performance
can be measured. The HHS awarding
agenocy may Iinclude program-specific
requiremonts, as applioable, These re-
quirements should be aligned with
agency strategic goalg, strategic objec-
tives or performance goals that are rel-
evant to the program. See also OMB
Gircular A-11, Part 6 for definitions of
strategic objectives and performance
goals,

(e) Any other information required
by the HHS awarding agency,

§75.211 Public access to Federal
award information,

(a) In accordance with statutory re-
quirements for Federal spending trans-
parency (e.g.,, FFATA), except as noted
in this section, for applicable Federal
awards the HHS awarding agency must
announce all Federal awards publicly
and publish the required information
on & publicly available OMB-designated
government-wide Web site (at time of
publication, www.USAspending.gov).

(b) Nothing in this section may be
construed as requiring the publication
of information otherwise exempt under
the Freedom of Information Act (6
U.S.C. 5b2), or controlled unclassified
information pursuant to Executive
Order 13566,

§76.212 Suspension and debarment,

Non-federal entities and contractors.

are subject to the non-procurement de-
barment and suspension regulations
implementing Execubtive Orders 12649
and 12689, 2 CFR parts 180 and 3876,
These regulations restrict awards, sub-
awards and contracts with certain par-
ties that are debarred, suspended or
otherwise excluded from or ineligible
for participation in Federal assistance
programs or achbivities,

§76.213 Metric system of measure-
ment,

The Metric Conversion Act, as
amended by the Omnibus Trade and
Competitiveness Act, 16 U.8.0, 205, de-
clares that the metric system is the
preferred measurement system for
United States trade and commerce.
HHS awarding agencies will follow the
provisions of Execubtive Order 12770,

§75ﬁ14 Disclosure of lobbying activi-
es,

Recipients are subject to the restric-
tions on lobbying as set forth in 45 CFR
part 93,

§75.215 Speoial provisions for awards
to commercial organizations as re-
cipients,

(a) Thip seotion contains provisions
that apply to awards to commeroial or-
ganizations, These provisions are in ad-
dition to other applicable provisions of
this part, or they make exceptions
from other provisions of this part for
awards to commerolal organizations.

(b) Prohibition against profit, Except
for awards under the Small Business
Innovation Research (SBIR) and Small
Businegs Technology Transfer Re-
search (S8TTR) programs (16 U.S.C. 638),
no HHS funds may be paid as profit to
any reciplent even if the recipient is a
commercial organization. Profit is any
amount in excess of allowable direct
and indirect costs,

(0) Program Income, RExcept for
grants for research, program income
earned by a commercial organization
may nobt be used to further eligible
project or program ohjectives except in
the SBIR and STTR programs.

(d)(1) Commercial organizations that
receive awards (including for-profit
hospitals) have two options regarding
audits;

(1) A financial related audit of g par-
tioular award in accordance with Gen-
erally Accepted Government Auditing
Standards issued by the Comptroller
General of the United States, in thoss
cases where the commerocial organiza-
tion receives awards under only one
HHS program; or, if awards are re-
celved under multiple HHS programs, a
financlal related audit of all awards in
accordance with Generally Aoccepted
Government Auditing Standards issued
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by the Comptroller General of the
United States; or

(1) An audit that meets the require-
ments contained in subpart F,

(2) Commevcial organizations that re-
ceive annual awards totaling less than
the sudit requirement threshold in sub-
part F are exempt from HHS audit re-
quirements for that year, but records
must be available for review by appro-
priate officials of Federal agencies or
the Government Accountability Office,
(See §76.601).

§76.216 Speocial provisions for awards
to Federal agencies,

(a) In order for an HHS awarding
agenoy to make a Federal award to a
Foderal agency, the HHS awarding
agency must have statutory authority
that makes such Federal agency ex-
plicitly eligible for a Federal award,

(b) A1l provisions of this part and
other HHS regulations apply to Federal
entities recelving Federal awards, ex-
cept for the following: _

(1) Except for grants for research,
any program income earned by a Fed-
eral institution must be used under the
deduction alternative. Any program in-
come earned after the end of grant sup-
port should be returned to the United
States Treasury.

(2) No salary or fringe benefit pay-
ments may be made from HHS award-
ing agency grant funds to support oca-
reer, career-conditional, or other Fed-
eral employees (civillan or uniformed
gervices) without permanent appoint-
ments at a Federal institubion receiv-
ing a granb, While the level of effort re-
quired for the project must be allowed
by the recipient as part of each individ-
ual’s officlal duties, salary costs asgo-
olated with an individual participating
in an official capacity as a Federal em-
ployee under a grant to that Federal
institution are not allowable ocosts
under an HHS awarding agency grant,

(3) Federal agencies may not be relm-
bursed for indireot costs under Federal
awards,

§75.217 Participation by faith-based
organizations,

The funds provided under this part
must be administered in compliance
with the standards set forth in 46 CFR
part 87,

45 CFR Subtitle A (10-1-15 Edition)

Subpart D—Post Federal Award
Requiremenis

STANDARDS FOR FINANGIAL AND
PROGRAM MANAGEMENT

§75.300 Statutory and national policy
reguirements,

() The Federal awarding agency
must manage and administer the Fed-
eral award in a manner 80 as to ensure
that Federal funding is expended and
associated programs are implemented
in full accordance with U.S, statutory
and public policy requirements: Includ-
ing, bubt not limited to, those pro-
teoting public welfars, the environ-
ment, and prohibiting disorimination,
The Federal awarding agency must
communicate to the non-Federal enti-
ty all rvelevant public pollcy require-
ments, including those in general ap-
propriations provisions, and incor-
porate them either direclly or by ref-
erence in the terms and conditions of
the Federal award.

(b) The non-Federal entity is respon-
sible for complying with all require-
ments of the PFederal award, For all
Federal awards, this includes the provi-
sions of FFATA, which includes re-
quirements on exeocutive compensation,
and also requirements implementing
the Aot for the non-Federal entity at 2
COFR part 26 and 2 OFR part 170, See
also statutory requirements for whis-
tleblower proteotions at 10 U.S,0. 2324
and 2409, and 41 U.S.0. 4304, 4310, gnd
4712,

§'75.801 Performance measurement,

The HHS awarding agency must re-
quire the reciplent to use OMB ap-
proved standard information collec-
tions when providing financial and per-
formance information., As appropriate
and in accordance with above men-
tioned information collections, the
HHS awarding agency must require the
recipient to relate financial dabte to
performance accomplishments of the
Federal award. Also, in accordance
with above mentioned standard infor-
matbion collections, and when applica-
ble, recipients must also provide cost
information to demongtrate cost effec-
tive practices (e.g., through unit cost
dala), The recipient's performance
ghould be measured in a way that will
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help the HHS awarding agency and
other non-Federal entities to improve
program outcomes, share lessons
learned, and spread the adoption of
promiging practices. The HHS award-
ing agency should provide recipients
with clear performance goals, indica-
tors, and milestones as described in
§76.210, Performance reporting fre-
quency and content should be estab-
lished to not only allow the HHS
awarding agency to understand the re-
oipient progress but also to faoilitate
identification of promiging practices
among recipients and build the evi-
dence upon which the HHS awarding
agency’s program and performance de-
olslons are made.

§75.302 Financial management and
standards for financial manage-
ment systems.

(a) Bach state must expend and ac-
count for the Federal award in accord-
ance with state laws and procedures for
expending and accounting for the
state's own funds, In addition, the
state’'s and the other non- Federal enti-
ty’s financial management systems, in-
cluding records documenting ocompli-
ance with Federal statutes, regula-
tions, and the terms and conditions of
the Federal award, must be sufficlent
to permit the preparation of reports re-
quired by general and program-specifio
terms and oconditions; and the tracing
of funds to a level of expenditures ade-
quabe to establish that such funds have
been used according to the Federal
statutes, regulations, and the terms
and conditions of the Pederal award,
See also §75.460.

(b) The finanoial management sys-
tem of each non-Federal entity must
provide for the following (see also
§§'76.361, 76,862, 76,363, 756.364, and 75,365).

(1) Identification, in its acoounts, of
all Federal awards recelved and ex-

pended and the Federal programs under:

which they were received, Federal pro-
gram and Federal award identification
must include, as applicabls, the OFDA
title and number, Federal award 1denti-
fication number and year, name of the
HHS awarding agenoy, and name of the
pass-through entity, if any.

(2) Accurate, current, and complete
disclosure of the financial results of
each Federal award or program in ac-

cordance with the reporting require-
ments set forth in §§76.341 and 76,342, If
an HHBS awarding agency requires re-
porting on an accrual basis from a re-
oipient that maintains its records on
other than an accrual basis, the recipi-
ent must not be required to establish
an accrual accounting system, This re-
cipient may develop asccrual data for
its reports on the basis of an analysis
of the doocumentation on hand. Simi-
larly, a pass-through entity must not
require a subrecipient to establish an
accrual accounting system and must
allow the subrecipient to develop ac-
orual data for its reports on the bagis
of an analysis of the documentation on
hand,

(3) Reoords that identify adequately
the source and gpplication of funds for
federally-funded  activities, These
records must conbain information per-
taining to Federal awards, authoriza-
tions, obligations, unobligated bal-
ances, assets, expenditures, income and
interest and be supported by source
documsentation,

(4) BEffeotive ocontrol over, and ac-
countability for, all funds, property,
and other assets, The non-Federal enti-
ty must adequately safeguard all assets
and assure that they are used solely for
authorized purposes. See §176,303,

(b) Comparison of expsnditures with
budget amounts for each Federal
award,

(6) Written procedures to implement
the requirements of §76.506.

(1) Written procedures for deter-
mining the allowability of costs in ac-
cordance with subpart E of this part
and the terms and oonditions of the
Federal award,

§75,303 Internal controls,

The non-Federal entity must:

(a) Bstablish and maintain effective
internal ocontrol over the Federal
award that provides reasonable assur-
ance that the non-Federal entity is
managing the Federal award in compli-
ance with Federal statutes, regula-
tions, and the terms and conditions of
the Federal award, These internal con-
trols should be in compliance with
guidance in ‘‘Standards for Internal
Control in the Federal Government,”
issued by the Comptroller General of
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the United States or the ‘“‘Internal Con-
trol Integrated Framework,” issued by
the Committee of Sponsoring Organiza-
tions of the Treadway Commission
(COB0).

(b) Comply with Federal statutes,
regulations, and the terms and condi-
tions of the Federal awards.

(o) Bvaluate and monitor the non-
Federal entity’s compliance with stat-
utes, regulations and the terms and
conditions of Federal awards,

(d) Take prompt action when in-
gtances of noncompliance are identified
including noncompliance identified in
audit findings.

(o) Take reasonable measures to safe-
guard protected personally identifiable
information and other information the
HHS awarding agency or pass-through
entity designates as sensitive or the
non-Federal entity considers sensitive
consistent with applicable ¥ederal,
state, local, and tribal laws regarding
privacy and obligations of confiden-
tiality.

§75.304 Bonds,

The HHS awarding agency may in-
clude a provision on bonding, insur-
ance, or both In the following oir-
ocumstances:

(a) Where the IFederal Government
guarantees or insures the repayment of
money borrowed by the reciplent, the
HHS awarding agency, at its discre-
tion, may require adequate bonding
and insurance if the bonding and insur-
ance requirements of the non-Federal
entity are not deemed adequate to pro-
tect the interest of the Federal Govern-
ment,

(b) The HHS awarding agency may
require adequate fidelity bond coverage
where the non-Federal entity lacks suf-
ficlent coverage to protect the Federal
Government’s interest.

(o) Where bonds are required in the
situations described above, the bonds:
must be obbtained from companies hold-
ing certificates of authority as accept~
able sureties, as prescribed in 31 OFR
part 223,

§75.305 Payment.

(a) PFor states, payments are gov-
erned by Treasury-State CMIA agree-
ments and default procedures codified
at 31 OFR part 206 and TFM 4A-2000

‘

45 CFR Subtitle A (10-1~15 Edilion)

Overall Disbursing Rules for All Fed-
eral Agencies.

(b) For non-Federal entities other
than states, payments methods must
minimize the time elapsing between
the transfer of funds from the United
States Treasury or the pass-through
entity and the disbursement by the
non-Federal entity whether the pay-
ment is made by electronic funds
transfer, or issuance or redemption of
cheoks, warrants, or payment by other
means, See also §75,302(b)(6). Bxcept as
noted elsewhers in these part, Federal
agencies must require reciplents to use
only OMB-approved standard govern-
ment-wide information ocollection re-
quests to request payment.

(1) The non-Federal entity must be
paid in advance, provided it maintains
or demonstrates the willingness to
maintain both written procedures that
minimize the time elapsing between
the transfer of funds and disbursement
by the non-Federal entity, and finan-
cial management systems that meet
the standards for fund control and ac-
countability as established in this part,
Advance payments to a non-Federal en-
tity must be limited to the minimum
amounts needed and be timed to be in
accordence with the actual, immediate
oash requirements of the non-Federal
entiby in carrying out the purpose of
the approved program or project, The
timing and amount of advance pay-
ments must be as cloge as 18 adminis-
tratively feasible to the actual dis-
bursements by the non-Federal entity
for direct program or project costs and
the proportionate share of any allow-
able indireot costs, The non-Federal
ontity must make timely payment to
contractors in accordance with the
contract provisions.

(%) Whenever possible, advance pay-
ments must be consolidated to cover
anbicipated cash needs for all Federal

‘awards made by the HHS awarding

agency to the recipient,

(1) Advance payment mechanisms in-
clude, but are not limited to, Treasury
check and electronic funds transfer and
must comply with applicable guidance
in 31 CFR part 208,

(1) Non-Federal entities must be au-
thorized to submit requests for advance
payments and reimbursements at least
monthly when electronic fund transfers
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are not used, and as often as they like
when electronic transfers are used, in
accordance with the provisiong of the
Hlsctronic Fund 'Transfer Act (15
U.8.0, 1693-1693r).

(3) Reimbursement is the preferred
method when the requirements in para-
graph (b) cannot be met, when the HHS
awarding agency sets a specifio condi-
tion per §76.207, or when the non-Fed-
eral entity requests payment by reim-
bursement, This method may be used
on any Federal award for construction,
or if the major portion of the construo-
tion project is accomplished through
private market financing or Federal
loans, and the Federal award con-
gtitutes a minor portion of the project.
When the reimbursement method is
used, the HHS awarding agenoy or
pass-through entity must make pay-
ment within 30 calendar days after re-
ceipt of the billing, unless the HHS
awarding agency or pass-through enti-
ty reasonably believes the request to
be improper,.

(4) If the non-Federal entity cannot
meet the oriteris for advance payments
and the HHS awarding agency or pass-
through entity has determined that re-
imbursement is not feasible because
the non-Federal entily lacks sufficient
working ocapital, the HHS awarding
agency or pass-through entity may
provide cash on a working capital ad-
vance basis, Under this procedure, the
HHS aswarding agency or pass-through
entity must advance cash payments to
the non-Federal entity to cover its es-
timated disbursement needs for an ini-
tial period generally geared to the non-
Federal entity’s disbursing ocyale,
Therealfter, the HHS awarding agency
or pass-through entity must reimburse
the non-Federal entity for its actual
cash disbursements, Use of the working
oapital advance method of payment re-

quires that the pass-through entity:

provide timely advance payments to
any subrecipients in order to meet the
subrecipient's actual oash disburse-
ments, The working ocapital advanoce
method of payment must not be used
by the pass-through entity if the rea-
son for using this method is the unwill-
ingness or inability of the pass-through
entity to provide timely advance pay-
ments to the subrecipient to meet the

subrecipient’s aotual oagh disburse-
ments,

(6) Use of resources before requesting
ocash advance payments, To the extent
available, the non-Federal entity must
disburse funds available from program
income (including repayments to a re-
volving fund), rebates, refunds, con-
tract settlements, audit recoveries, and
interest earned on such funds before re-
questing additional oash payments,

(6) Unless otherwisse required by Fed-
eral statutes, payments for allowable
costs by non-Federal entities must not
be withheld at any time during the pe-
riod of performance unless the condi-
tions of §§76.207, subpart D of this part,
76,371, or one or more of the following
applies:

(1) The non-Federal entity has failed
to comply with the project objectives,
Federal statutes, regulations, or the
terms and conditions of the Federal
award,

(i1) The non-Federal entity is delin-
quent in a debt to the United States as
defined in OMB Guidance A-129, Under
such conditions, the HHS awarding
agency or pass-through entity may,
upon reasonable mnotice, inform the
non-Federal entity that payments
must not be made for obligations in-
curred after a specified date until the
conditions are corrected or the indebt-
edness to the Federal Government is
liquidated. (See 46 OFR part 30).

(i11) A payment withheld for failure
to comply with Federal award oondi-
tions, but without suspension of the
Federal award, must be released to the
non-Federal enbity upon subsequent
compliance. When a Federal award is
suspended, payment adjustments will
be made in accordance with §'76.376.

(iv) A payment must not be made to
a non-Federal entity for amounts that
are withheld by the non-Federsl entity
from payment to contractors to assure
satisfactory ocompletion of work. A
payment must be made when the non-
Federal entity actually disburses the
withheld funds to the contractors or to
esorow accounts established to assure
satisfaotory completion of work,

(7) Standards governing the use of
banks and other institutions as deposi-
tories of advance payments under Fed-
eral awards are as follows:
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(1) The HHS awarding agency and
pass-through entity must not require
separate depository accounts for funds
provided to a non-Federal entity or es-
tablish any eligibility requirements for
depositories for funds provided to the
non-Federal entity. However, the non-
Federal entity must be able Lo acoount
for the receipt, obligation and expendl-
ture of funds,

(ii) Advance payments of Federal
funds must be deposited and main-
tained in insured aoccounts whenever
possible,

(8) The non-Federal entity must
maintain advance payments of Federal
awards In interest-bearing accounts,
unless the following apply:

(i) The non-Federal entity receives
less than $120,000 in Federal awards per
year,

(11) The best reasonably available In-
terest-bearing account would not be ex-
pected to earn interest in excess of $600
per year on Federal cash balances.

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

(iv) A foreign government or banking
system prohibits or precludes interest
bearing accounts,

(9) Interest earned amounts up to $500
per year may be retained by the non-
TFederal entity for administrative ex-
pense, Any additional interest earned
on Federal advance payments deposited
in interest-bearing accounts must be
remitted annually to the Department
of Health and Human Services Pay-
ment Management System through an
eleotronioc medium using elther Auto-
mated Olearing House (ACH) network
or a Fedwire Funds Service payment,
Remittances must include pertinent in-
formation of the payee and nature of
payment in the memo area (often re-
ferred to as ‘‘addends records” by Fi-'
nancial Institutions) as that will assist
in the timely posting of interest earned
on federal funds. Pertinent detalls in-
olude the Payee Account Number
(PAN) if the payment originated from
PMS, or Agency information 1f the
payment originated from ASAP, NSF
or another federal agency payment sys-
tem., The remittance must be sub-
mitted as follows:

'

45 CFR Subtitie A (10-1-15 Edition)

For ACH Returns;

Routing Number: 061036706

Acoount number: 303000

Bank Name and Location: Oredit Gateway—
ACH Receiver St, Paul, MN

Far Pedwire Returns#*;

Roubing Number; 021030004

Agccount number: 76010501

Bank Name and Location: IFederal Reserve
Bank Tress NYC/Funds Transfer Division
New York, NY

(* Please note organization iniliating pay-
~ment is likely to incur a charge from your
Financial Institution for this type of pay-
ment)

For International ACH Returns;

Beneficlary Account: Federal Reserve Bank
of New York/IT'S (FRBNY/ITS)

Bank; Oitibank N.A. (New York)

Swift Code: OITTUS33

Acocount Number: 36830868

Bank Address: 388 Greenwich Street, New
York, NY 10013 USA

Payment Details (Line 70); Agency Name
(abbreviated when possible) and ALC Agen-
oy POC: Michelle Haney, (301) 492-5085
For recipients that do not have electronic

remittance capability, please make checlc**

payable to:

“The Department of Health and Human
Services”

Mail Check to Treasury approved lockbox:

HHS Program Support Center

P.0, Box 530231

Atlanta, GA 803563-0231

(** Pleaso nllow 4-6 weeks for processing of s
payment by check to bs applied to the ap-
propriate PMS account)

Any additional information/instructions may

be found on the PMS Web site at ntip/

wWWw,dpm.pse.gov/,

§75.8308 Cost sharing or matching,

(a) Under Federal research proposals,
voluntary committed cost sharing is
not expscted. It cannot be used as a
faotor during the merit review of appli-
ogtions or proposals, but may be con-
gidered if it i8 both in accordance with
HHS awarding agency regulations and
specified in a notice of funding oppor-
tunity. Oriterie. for considering vol-
untary committed oost sharing and
any other program polioy faotors that
mey be used to determine who may re-
ocelve a Federal award must be explic-
itly desoribed in the notice of funding
opportunity, Furthermore, only man-
datory cost sharing or cost sharing spe-
cifically committed in the project
budget must be included in the orga-
nized research base for computing the
indirect (I"&A) cost rate or reflected in
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any allocation of indirect costs. See
algo §§76.414, 76,203, and appendix I to
this part.

(b) Tor all Federal awards, any
shared costs or matching funds and all
contributions, including cash and third
party in-kind contributions, must be
aocepted as part of the non-Federal en-
tity's cost sharing or matching when
such contributions meet all of the fol-
lowing criteria:

(1) Are verifiable from the non-Fed-
eral entity’s records; .

(2) Are not included as contributions
for any other Federal award;

(3) Are necessary and reasonable for
acocomplishment of project or program
objectives;

(4) Are allowable under subpart E of
this part;

(6) Are not paid by the Federal Gov-
ernment under another Federal award,
except where the Federal statute au-
thorizing a program specifically pro-
vides that Federal funds made avail-
able for such program can be applied to
matoching or cost sharing requirements
of other Federal programs,;

(6) Are provided for in the approved
budget when required by the HHS
awarding agency; and

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

(¢) Unrecovered indirect ocosts, in-
cluding indirect costs on cost sharing
or matching may be inocluded as part of
cost sharing or matching, Unrecovered
indireot cost means the difference be-
tween the amount charged to the Fed-
eral award and the amount which could
have been charged to the Iederal
award under the non-Federal entity’s
approved negotiated indirect cost rate.

(1) Values for non-Federal entity
contributions of services and property
must be established in accordance with
the cost principles in subpart B, If an
HHS awarding agenocy authorizes the

non-Federal entity to donate buildings:

or land for construotion/faocilities ac-
guisition projects or long-term use, the
value of the donated property for cost
sharing or matching must be the lesser
of paragraphs (d)1) or (2) of this seoc-
tion.

(1) The value of the remaining life of
the property recorded in the non-Fed-
eral entity's accounting records at the
time of donation.

(2) The cirrent fair market value.

However, when there is sufficlent jus-

tification, the HHS awarding agency
may approve the use of the current fair
market value of the donated property,
even if it exceeds the value desoribed in
paragraph (1) of this section at the
time of donation,

(e) Volunteer services furnished by
third-party professional and technical
personnel, consultants, and other
skilled and unskilled labor may be
counted as cost sharing or matching if
the service ig an integral and necessary
part of an approved project or program,
Rates for third-party volunteer serv-
lces must be consistent with those paid
for similar work by the non-Federal en-
tity, In those instances in which the
required skills are not found in the
non-Federal entity, rates must be con-
sistent with those paid for similar
work in the labor market in which the
non-Federal enlity competes for the
kind of services involved, In elther
case, pald fringe benefits that are rea-
sonable, necessary, allocable, and oth-
erwise allowable may be included in
the valuation,

(f) When s ‘third-party organization
furnishes the services of an employes,
these services must be valued at the
employee’s regular rate of pay plus an
amount of fringe benefits that is rea-
sonable, necessary, allocable, and oth-
erwise allowable, and indireot costs at
either the third-party organization’s
approved federally negotiated indirect
cosb rate or, a rate in accordance with
§76.414(f), provided these services em-
ploy the same skill(s) for which the
employee is normally pald. Whers do-
nated services are treated as indirect
costs, indirect cost rates will separate
the value of the donated services so
that reimbursement for the donated
services will not be made.

(g) Donated property from third par-
ties may include such items as equip-
ment, office supplies, laboratory sup-
plies, or workshop and classroom sup-
plies. Value assessed to donated prop-
erty included in the cost sharing or
matohing share must not exceed the
fair market value of the property at
the time of the donation,

(h) The method used for determining
cost sharing or matching for third-
party-donated eguipment, buildings
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and land for which title passes to the
non-Federal entity may differ accord-
ing to the purpose of the Federal
award, if paragraph (h)(1) or (2) of this
section applies.

(1) If the purpose of the Federal
award is to assist the non-Federal enti-
ty in the acquisition of equipment,
puildings or land, the aggregate value
of the donated property may be
olaimed as cost sharing or matching,

(2) If the purpose of the Federal
gward is to support activities that re-
gquire the use of equipment, buildings
or land, normally only depreciation
charges for equipment and bulldings
may be made, However, the fair market
value of equipment or other ocapital as-
gets and fair rental charges for land
may be allowed, provided that the HHS
awarding agenoy has approved the
charges. See also §75.420.

(1) The value of donated property
must be determined in acoordance with
the ususl accounting policies of the
non-Federal entity, with the following
qualifications:

(1) The value of donated land and
buildings must not exceed its fair mar-
ket value at the Lime of donation to
the non-Federal entity as established
by an independent appraiser (e.g., cer-
tified real property appraiser or Gen-
eral Services Administration rep-
resentative) and certified by a respon-
sible official of the non-Federal entity
a8 required by the Uniform Reloocation
Assistanoe and Real Property Acquisi-
tion Policies Act of 1970, as amended,
(42 U.S.C. 4601-4665) (Uniform Act) ex-
oept a8 provided in the implementing
regulations at 49 CFR part 24.

(2) The value of donated equipment
must 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 must

not exceed the fair rental value of com-.

parable space as established by an inde-
pendent appraisal of comparable space
and faoilities in a privately-owned
building in the same locality.

(4) The value of loaned equipment
must not exceed its fair rental value,

(§) For third-party in-kind contribu-
tions, the falr market value of goods
and services must be documented and
to the extent feasible supported by the

45 CFR Subtitle A (10-1~15 Edition)

same methods used internally by the
non-Federal entity.

(k) For IHEs, see also OMB memo-
randum M-01-06, dated January 5, 2001,
Clarification of OMB A-21 Trestment
of Voluntary Uncommitted Qost Shar-
ing and Tuition Remisgion Costs.

§76.807 Program income,

(a) General, Non-Federal entities are
encouraged to earn income to defray
program costs where appropriate.

(b) Cost of generating program income,
If authorized by Federal regulations or
the Federal award, costs incldental to
the generation of program income may
be deducted from gross income to de-
termine program income, provided
these costs have not been charged to
the Pederal award.

(0) Governmental revenues, Taxes, spe-
cial assessments, levies, fineg, and
other such revenues raised by a non-
Federal entity are not program income
unless the revenues are specifically
identified in the Federal award or HHS
awarding agency regulations as pro-
gram income,

(1) The Patent and Trademark Laws
Amendments, 34 U,8,0, 200-212, apply
to inventions made under an award for
performance of experimental, develop-
mental, or research work,

(2) Unless the terms and conditions
for the Federal award provide other-
wise, reoipients shall have no obliga-
tion to HHS with respect to program
income earned from license fees and
royalties for copyrighted material, pat-
ents, patent applications, trademarks,
and inventions made under a Federal
award., However, no scholarship, fellow-
ship, training grant, or other funding
agreement made primarily to a recipi-
ent for eduocational purposes will con-
teln any provision giving the HHS
awarding agency rights to inventions
made by the recipient,

(d) Property. Proceeds from the sale
of real property, equipment, or sup-
plies, are not program incomse; such
proceeds will be handled in accordance
with the requirements of subpart D of
this part, §§76.318, 76,820, and 76,321, or
as speocifioally identified in Federal
statutes, regulations, or the terms and
conditions of the Federal award,

(e) Use of program income, If the HHS
awarding agency does not specify in its
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regulations or the terms and ocondi-
tions of the Federal award, or give
prior approval for how program income
is to be used, paragraph (e)(1) of this
gseotion must apply, For Federal awards
made to IHHs and nonprofit research
institutions, if the HHS awarding agen-
oy does not specify in its regulations or
the terms and conditions of the Federal
award how program Income is to bs
used, paragraph (e)(2) of this section
must apply unless the recipient is sub-
jeot to oconditions under §76,207 or
§76,216, In specifying alternatives to
paragraphs (e)(1) and (2) of this section,
the HHS awarding agency may distin-
guish between income earnsd by the re-
ciplent and income earned by sub-
recipients and between the sources,
kinds, or amounts of income, When the
HHS awarding agency suthorizes the
approaches in paragraphs (e)(2) and (3)
of this section, program incoms in ex-
cess of any amounts specified must
also be deduoted from expenditures.

(1) Deduction, Ordinarily program in-
come must be deducted from total al-
lowable cosis to determine the net al-
lowable costs. Program income must be
used for current costs unless the HHS
awarding agency authorizes otherwise,
Program income that the non-Federal
entity did not anticipate at the time of
the Federal award must be used to re-
duce the Federal award and non-Fed-
eral entity contributions rather than
to inorease the funds committed to the
project.

(2) Additton., With prior approval of
the HHS awarding agency (except for
JHEs and nonprofit research institu-
tions, as described in paragraph (e) of
this seotion), program income may be
added to the Federal award by the Fed-
eral agenocy and the non-Federal enti-
ty. The program income must be used
for the purposes and under the condi-
tions of the Federal award.

(3) Cost sharing or matching, With'

prior approval of the HHS awarding
agency, program income may be used
to maeet the cost sharing or mabching
requirement of the Federal award, The
amount of the Federal award remains
the same.

) Income after the period of perform-
ance, There are no Federal require-
ments governing the disposition of in-
come earned after the end of the period

of performance for the Federal award,
unless the HHS awarding agency regu-
lations or the terms and conditions of
the award provide otherwlse, The HHS
awarding agenoy may negotiate agree-
ments with recipients regarding appro-
priate uses of income earned after the
period of performance as part of the
grant closeout process, See also § 75,381,
(g) Unless the Federal statute, regu-
lations, or terms and conditions for the
Fedoral award provide otherwise, the
non-Federal entity has no obligation to
the HHS awarding agency with respect
to program income earned from license
fees and royalties for copyrighted ma-
terial, patents, patent applications,
trademarks, and inventions made
under a Federal award to which 37 CFR
part 401, “Rights to Inventions Made
by Nonprofit Organizations and Small
Business Firms under Government
Awards, Contracts and Cooperative
Agreements” is applicable,

§75.308 Revision of budget and pro-
gram plans,

(a) The approved budget for the Fed~
eral award summarizes the finanoial
aspects of the project or program as ap-
proved during the Federal award proc-
e8s, It may include either the Federal
and non-Federal share (see §756.2 Federal
share) or only the Federal share, de-
pending upon HHS awarding agency re-
quirements, It must be related to per-
formance for program evaluation pur-
poses whenever appropriate.

(b) Reciplents are required to report
deviations from budget or project scope
or objective, and request prior approv-
als from HHS awarding agenocles for
budget and program plan revisions, in
agoordance with this section,

(o) For non-construction Federal
awards, recipients must request prior
approvals from HHS awarding agenoies
for one or more of the following pro-
gram or budget-related reasons:

(1) Change in the scope or the objec-
tive of the project or program (even if
there is no assoclated budget revision
requiring prior written approval),

(2) Change in a key person speoified
in the applcation or the Federal
award,

(8) The disengagement from the
project for more than three months, or
a 26 percent reduction in time devoted
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to the projeot, by the approved project
director or principal investigator.

(4) The inolusion, unless waived by
the HHS awarding agenoy, of costs that
require prior approval in aocordance
with subpart B of thig part or appendix
IX of this part, or 48 CFR part 31, as ap-
plicable,

(6) The transfer of funds budgeted for
participant support costs as defined in
§76.2 Participant support costs to other
categories of expense.

(6) Unless degcribed in the applica-
tion and funded in the approved Fed-
eral awards, the subawarding, transfer-
ring or contracting out of any work
under a Federal award. This provision
does not apply to the acquisition of
supplies, material, equipment or gen~
eral support services,

(7) Changes in the approved cost-
sharing or matching provided by the
non-Federal entity. No other prior ap-
proval requirements for specific items
may be imposed unless an exception
has been approved by OMB. See also
§§76.102 and 76,407,

(8) A fixed amount subaward as de-
goribed in §76.363.

(9) The inclusion of research patient
care costs in research awards made for
the performance of research work,

(10) 'The provision of subawards by a
pass-through entity on fixed amounts
up to the Simplified Aocquisition
Threshold, provided that the subawards
meet the requirements for fixed
amount awards in §75,201, See §75.353,

(11) The recipient wishes to dispose
of, replace, or encumber title to real
property, equipment, or intangible
property that are acquired or improved
with a Federal award. See §§76.818,
76.320, 76.322, and 76.323.

(12) The need arises for additional
PFederal funds to complete the project.

(d) Except for requirements listed in
paragraph (o)1) of this section, the

HHS awarding agenoies are authorized,’

at their option, to waive prior written
approvals required by paragraph (o)
this section, Such walvers may include
authorlizing recipients to do any one or
more of the following:

(1) Incur project costs 80 ocalendar
days before the HHS awarding agency
makes the Federal award. Expenses
more than 90 calendar days prs-award
require prior approval of the HHS

i
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awarding agency. All costs incurred he-
fore the HHS awarding agency makes
the Federal award are al the reocipi-
ent’s risk ({.e,, the HHS awarding agen-
cy is under no obligation to reimburse
such costs if for any reason the recipi-
ent does not receive a Federal award or
if the Pederal award s less than antioi-
pated and inadequate to cover such
costg). See also §75.468.

(2) Initiate a one-time extension of
the period of performance by up to 12
months unlegs one or more of the con-
ditions outlined in paragraphs (d)(@2)(1)
through (ii1) of this section apply. For
one-time extensions, the recipient
must notify the HHS awarding agency
in writing with the supporting reasons
and revised period of performance at
least 10 calendaxr days before the end of
the period of performance specified in
the Federal award. This one-time ex-
tension may not be exerciged merely
for the purpose of using unobligated
balances, BExtensions require explocit
prior HHS awarding agency approval
when;

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

(11) The extension requires additional
Federal funds,

(iii) 'The extension involves any
changse In the approved objectives or
scope of the project.

(3) Carry forward unobligated bal-
ances to subsequent periods of perform-
ance,

(4) For Federsl awards that support
research, unless the HHS awarding
agency provides otherwise in the Fed-
eral award or in the HHS awarding
agenoy’'s regulations, the prior ap-
proval requirements described in para-
graph (d) are automatically waived
(4.e., recipients need not obtain such
prior approvals) unless one of the con-
ditions included in paragraph (d)(2) ap-
plies.

(e) The HHS awarding agency may,
at its option, restriot the transfer of
funds among direect cost categories or
programs, functions and activities for
Federal awards in which the Federal
shayre of the project exceeds the Sim-
plified Acquisition Threshold and the
oumulative amount of such transfers
exceeds or is expsoted to exceed 10 per-
cent of the total budget as last ap-
proved by the HHS awarding agency.
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The HHS awarding agency cannot per-
mit a transfer that would cause any
Federal appropriation to be used for
purposes other than those consistent
with the appropriation,.

(f) A1l other changes to non-construc-
tion budgets, except for the changes de-
gsoribed in paragraph (o) of this section,
do not require prior approval (see also
§'715.407). ]

(g) For construction Federal awards,
the recipient must request prior writ-
ten approval promptly from the HHS
awarding agenoy for budget revisions
whenever paragraph (g)(1), (2), or (3) of
this section applies,

(1) The revision results from changes
in the scope or the objeotive of the
project or program,

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

(38) A revigion is demired which in-
volves speocific costs for which prior
written approval requirements may be
imposed congistent with applicable
OMB ocost principles listed in subpart B
of this part.

(4) No other prior approval require-
ments for budget revisions may be im-
posed unless an exception has been ap-
proved by OMB.

(6) When an HHS awarding agenoy
makes 8 Federal award that provides
support for consbtruction and non-con-
struction work, the HHS awarding
agency may require the recipient to ob-
tain prior approval from the HHS
awarding agenoy bhefore making any
fund or budget transfers between the
two types of work supported.

(h) When requesting approval for
budget revisions, the recipient must
use the same format for budget infor-
mation that was used in the applica-
tion, unless the HHS awarding agency
indicates a letter of request suffices,

(1) Within 30 calendar days from the
date of receipt of the request for budg-

ot revisions, the HHS awarding agency’

must review the request and notify the
recipient whether the budget revisions
have been approved. If the revision is
still under consideralion at the end of
30 calendar days, the HHS awarding
agency must inform the rvecipient in
writing of the date when the recipient
may expect the decision,

() All approvals granted in keeping
with the provisions of this section shall

not be valld unless they are in writing,
and signed by at least one of the fol-
lowing HHS officials:

(1) The Head of the HHS awarding
agency that made the award or subor-
dinate official with proper delegated
authority from the Head, including the
Head of the Regional Office of the HHS
awarding agency that made the award;
or

(2) The responsible Grants Officer of
the HHS awarding agency thaet made
the award or an indlvidual duly author-
ized by the Grants Officer.

§75.309 Perlod of performance and
availability of funds,

(a) A non-Federal entity may charge
to the Federal award only allowable
costs incurred during the period of per-
formance (except as described in
§75.461) and any ocosts inourred before
the HHS awarding agency or pass-
through entity made the Federal award
that were authorized by the Federal
awarding agency or pass-through enti-
ty, Funds available to pay allowable
costs during the period of performance
include both Federal funds awarded
and carryover balanoces,

(b) A non-Federal entity must liq-
uidate all obligations incurred under
the award not later than 90 days after
the end of the funding period (or as
specified in a program regulation) to
coincide with the submission of the
final Federal Financial Report (FFR).
This deadline may be extended with
prior written approval from the HHS
awarding agency,

$§76.910-75,816 [Reserved]
PROPERTY STANDARDS

§756.316 Purpose of property stand-
ards,

Sections 75,317 through 76.323 seb
forth uniform standards governing
meénagement and disposition of prop-
orty furnished by HHS or whose cost
was charged directly to a project sup-
ported by an HHS award, The HHS
awarding agency may not impose addi-
tional requirements, unless specifically
required to do so by IMederal statute.
The recipient may use its own property
management standards and procedures
provided they meet the provisions of
these sections.
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§76.317 Insurance coverage.

The non-Federal entity must, at a
minimum, provide the equivalent in-
surance coverage for real property and
equipment acquired or improved with
Pederal funds as provided to other
property owned by the non-Federal en-
tity, Federally-owned property need
not be insured unless required by the
termg and conditions of the Federal
award,

§76.918 Real property.

(a) Title. Subject to the obligations
and conditions set forth in this section,
title to real property acquirsd or im-
proved under a Federal award will vest
upon acquisition in the non-Federal en-
tity.

(b) Use. (1) Bxoept as otherwise pro-
vided by Federal statutes or by the
HHS awarding agenocy, real property
will be used for the originally author-
ized purpose as long as needed for that
purpose, during which time the non-
Federal entity must not dispose of or
encumber its title or other interests.

(2) The non-Federal entity shall ob-
tain written approval from the HHS
awarding agency 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 ({.e., awards) or programs that
have purpose consistent with those au-
thorized for support by the HHS award-
ing agenoy,

(o) Disposttion, When real property is
no longer needed as provided in sub-
seotion (b), the non-Federal entity
must obtain disposition instructions
from the HHS awarding agenocy or pass-
through entity, The instructions must
provide for one of the following alter-
natives:

(1) Retain title after compensabing:

the HHS awarding agency. The amount
pald to the HHS awarding agency will
be computed by applylng the HHS
awarding agency’s percentage of par-
ticipation in the cost of the original
purchase (and ocosts of any improve-
ments) to the fair market value of the
property. However, in those situations
where the non-Federal entity is dis-
posing of real property acquired or im-

1]
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proved with a Federal award and ac-
quiring replacement real property
under the same Federal award, the net
proceeds from the disposition may be
used as an offset to the cost of the re-
placement property,

(2) Sell the property and compensate
the HHS awarding agency, The amount
due to the HHS awarding agency will
be oalculated by applying the HHS
awarding agency’s perocentage of par-
ticipation in the cost of the original
purchase (and ‘cost of any improve-
ments) to the prooeeds of the gale after
deduction of any actual and reasonable
selling and fixing-up expenses, If the
Federal award has not been cloged out,
the net proceeds from sale may be off-
seb against the original ocost of the
property, When the non-Federal entity
is direoted to sell property, sales proce-
dures must be followed that provide for
competition to the extent practicable
and result in the highest possible re-
turn,

(8) Transfer title to the HHS award-
ing agency or to a third party des-
ignated/approved by the HHS awarding
agency. The non-Federal entity is enti-
tied to be pald an amount calculated
by applying the non-Federal entity's
percentage of participation in the pur-
chase of the real property (and cost of
any improvements) to the current fair
market value of the property.

§75.319 Federally-owned and exempt
property,

(a) Title to Federally-owned property
remains vested in the Federal Govern-
ment, The non-Federal entity must
submit annually an inventory listing of
Federally-owned property in its ous-
tody to the HHS awarding agenoy.
Upon completion of the Federal award
or when the property is no longer need-
ed, the non-Federal entity must report
the property to the HHS awarding
agency for further Federal agency uti-
lization,

(h) If the HHS awarding agenocy has
no further need for the property, it
must declare the property excess and
report it for disposal to the appropriate
PFederal digposal suthority, unless the
HHS awarding agency has statutory

~authority to dispose of the property by

alternative methods (e.g,, the author-
ity provided by the Federal Technology
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Transfer Act (156 U,8.0, 3710 (i)) to do-
nate research equipment to edu-
cational and non-profit organizations
in accordance with Executive Order
12999), The HHB awarding agency must
issue appropriate instructions fto the
non-Federal entity,

(c) Exempt Federally-owned property
means. property acquired under a Fed-
eral award where the HHS awarding
agenoy has chosen to vest title to the
property to the non-Federal entity
without further obligation to the Fed-
eral Government, based upon the ex-
pleit terms and conditions of the Fed-
eral award, The HHS awarding agency
may exercige this option when statu-
tory authority exists. Absent statubory
authority and specifio terms and condi-
tions of the Federal award, title to ex-
ompt Federally-owned property ac-
quired under the Federal award re-
maing with the Federal Government.

§75.820 Equipment,

See also §76.439.

(a) Title. Subject to the obligations
and conditions set forth in this seotion,
title to equipment acguired under a
Federal award will vest upon acquisi-
tion in the non-Federal entity, Unless
a statute speoifically aubthorizes the
Federal agency to vest title in the non-
Federal entity without further obliga-
tion to the Federal Government, and
the Federal agency eleots to do so, the
title must be a conditional title, Title
must vest In the non-Federal entity
subject to the following conditions:

(1) Use the equipment for the author-
ized purposes of the project during the
period of performance, or unbil the
property is no longer needed for the
purposes of the projeot,

(2) Not encumber the property with-
out approval of the HHS awarding
agency or pass-through entity,

(3) Use and dispose of the property in

accordance with paragraphs (b), (o) and’

(e) of this section.

(b) A state must use, manage and dis-
pose of equipment acgquired under g
Federal award by the state in accord-
ance with state laws and procedures,
Other non-Federal snbities must follow
paragraphs (o) through (e) of this sec-
tion.

(o) Use. (1) Equipment must be used
by the non-Federal entity in the pro-

§75.320

gram or project for which it was ac-
quired as long as needed, whether or
not the project or program continues
to be supported by the Federal award,
and the non-Federal entity must not
enoumber the property without prior
approval of the HHS awarding agenoy.
When no longer needed for the original
program or project, the equipment may
be used in other activities supported by
the HHS awarding agency, in the fol-
lowing order of priority:

(1) Activities under a Federal award
from the HHS awarding agency which
funded the original program or projeot,
then

(ii) Activitles under Federal awards
from other HHS awarding agenoies.
This includes consolidated equipment
for information technology systems.

(2) During the time that equipment is
used on the project or program for
which it was acquired, the non-Federal
entity must also make the equipment
avallable for use on other projects or
programs ourrently or previously sup-
ported by the TFederal Government,
provided that such use will not inter-
fere with the work on the projects or
program for which it was originally ac-
quired. First preference for other use
must be given to other programs or
projeots supported by the HHS award-
ing agency that financed the equip-
ment and second preference must be
given to programs or projects under
Tederal awards from other Federal
awarding agencies. Use for non-feder-
ally-funded programs or projects is also
permissible, User fees should be consid-
ered if appropriate.

(3) Notwithstanding the encourage-
ment in §76.307 to earn program in-
come, the non-Federal entity must not
use equipment acquired with the Fed-
eral award to provide services for a fee
that is less than private companies
charge for equivalent services unless
specifioally authorized by Federal stat-
ute for as long as the Federal Govern-
ment retains an interest in the equip-
ment,

(4) When acquiring replacement
equipment, the non-Federal entity may
use the equipment to be replaced as a
trade-in or sell the property and use
the proceeds to offset the cost of the
replacement property subject to the
approval of the HHS awarding agency.
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(@) Management requirements. Proce-
dures for managing equipment (includ-
ing replacement equipment), whether
aoquired in whole or in part under a
Federal award, until disposition takes
place will, as a minimum, meet the fol-
lowing requirements:

(1) Property records must be main-
tained that include a description of the
property, a serial number or other
identification number, the source of
funding for the property (including the
FAIN), who holds title, the acquisition
date, and cost of the property, percent-
age of Federal participation in the
project costs for the Federal award
under which the property was acquired,
the location, use and condition of tho
property, and any ultimate disposition
data inoluding the date of disposal and
sale price of the property.

(2) A physical inventory of the prop-
erty must be taken and the resul$s rec-
onciled with the property records at
least once every two years.

(3) A control system must be devel-
oped to ensure adequate safeguards to
prevent loss, damage, or thefl of the
property. Any loss, damage, or btheft
must be investigated.

(4) Adequate maintenance procedures
must be developed to kesp the property
in good condition,

(6) If the non-Federal entity is au-
thorized or required to sell the prop-
erty, proper sales procedures must be
established to ensure the highest pos-
sible return,

(e) Disposition. When original or re-
placement oquipment acquired under a
Pederal award 18 no longer needed for
the original project or program or for
other activities currently or previously
supported by a HHS awarding agency,
exocept as otherwise provided in Federal
statutes, regulations, or HHS awarding
agenocy disposition instructions, the

non-Federal entity must request dis-

position instructions from the HHS
awarding agency If required by the
terms and conditions of the Federal
award, Disposition of the equipment
will be made as follows, in accordance
with HHS awarding agency disposition
instructions:

(1) Items of equipment with a current
per unit fair market value of $6,000 or
less may be retained, sold or otherwise

’
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disposed of with no further obligation
to the HHS awarding agency.

(2) Exoept as provided in §76.319(b), or
if the HHS awarding agency falls to
provide requested disposition instruc-
tions within 120 days, items of equip-
ment with a current per-unit fair-mar-
ket value in excess of §56,000 may be re-
tained by the non-Federal entity or
gsold. The HHS awarding agency is enti-
tled to an amount oaloulated by multi-
plying the ourrent market value or
proceeds from gale by the HHS award-
ing agenoy’s percenlage of participa-
tion in the cost of the original pur-
ohase, If the equipment is sold, the
HHS awarding agency may permit the
non-Federal entity to deduot and re-
tain from the Federal share $500 or ten
percent of the proceeds, whichever is
less, for its selling and handling ex-
penses,

(8) The non-Federal entity may
transfer title to the property to the
Pederal Government or to an eligible
third party provided that, in such
ocasges, the non-Federal entity must be
entitled to compensation for its attrib-
utablé percentage of the ourrent fair
market value of the property.

(4) In cases where a non-Federal enti-
ty fails to take appropriate disposition
actions, the HHS awarding agency may
direot the non-Federal entity to take
disposition actions,

§76.321 Supplies,

See also §75.463,

(a) Title to supplies will vest in the
non-Federal entity upon acquisition, If
there is a residual inventory of unused
supplies exceeding $5,000 in total aggre-
gate value upon termination or com-
pletion of the project or program and
the supplies are not needed for any
other Federal award, the non-Federal
entity must retain the supplies for use
on other activities or sell them, but
must, in elther oase, compensate the
Federal Government for its share, The
amount of compensation must be com-
puted in the same manner as for equip-~
ment, See §75.320(e)(2) for the calculs~
tlon methodology,

(b) As long as the Federal Govern-
ment retains an interest in the sup-
plies, the non-Federal entity must not
use supplies acdguired under a Federal
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award to provide services to other or-
ganizations for a fee that is less than
privale compsanies charge for equiva-
lent services, unless specifically au-~
thorized by Federal statute.

§76.8322 Intangible property and copy-
vights,

(a) Title to intangible property (ses
§76.2 Intangible properiy) acquired under
a Federal award vests upon acquisition
in the non-Federal entity. The non-
Federal entity must uso that property
for the originally-authorized purpose,
and must not encumber the property
without approval of the HHS awarding
agenoy., When no longer needed for the
originally authorized purpose, disposi-
tion of the intangible property must
ocour in amocordance with the provi-
siong in §76.320(e).

(b) The non-Federal entity may copy-
right any work that is subject to copy-
right and was developed, or for which
ownership was acquired, under a Fed-
eral award, The HHS awarding agenoy
reserves a royalty-free, nonexclusive
and irrevocable right to reproduocs,
publish, or otherwise use the work for
Federal purposes, and to authorize oth-
ers to do so,

(¢) ‘The non-Federal entity is subjech
to applicable regulations governing
patents and inventions, including gov-
ernment-wide regulations issued by the
Department of Commerce at 37 CFR
part 401,

(d) The Federal Government has the
right to:

(1) Obtain, reproduce, publish, or oth-
erwise use the dabta produced under a
Federal award; and

(2) Authorize others to recelve, repro-
duce, publigh, or otherwise use such
data

(e) Freedom of Information Act (FOIA).
1) In response to a Freedom of Infor-
mation Act (FOIA) request for researoch

data relating to published research:

findings produced under a Federal
award that were used by the Federal
Government in developing an agenocy
action that has the force and effect of
law, the HHS awarding agency must re-
quest, and the non-Federal entity must
provide, within g reasonable time, the
regearch data so that they can be made
available to the public through the pro-
cedures established under the FOIA. If

§75.323

the HHS awarding agenocy obtains the
research data solely in response to &
FOIA request, the HHS awarding agen-
cy may charge the requester a reason-
able fee equaling the full incremental
cost of obtaining the research data.
This fee should reflect costs incurred
by the Federal agency and the non-
Federal entity. This fee is in addition
to any fees the HHS awarding agency
may assess under the FOIA (6 U.S.C.
562(a)(4)(A)).

(2) Published research findings means
when:

(1) Research findings are published in
a peer-reviewed solentific or technical
journal; or

(i) A Pederal agenoy publicly and of-
ficially oites the research findings in
support of an agency action that has
the force and effect of law, ‘“Used by
the Federal Government in developing
an agency aotion that has the force and
effect of law” 1is defined as when an
agency publicly and officially oites the
research findings in support of an agen-
cy aotion that has the foroe and effect
of law,

(8) Research data means the recorded
factual material commonly accepted in
the sclentific community as necessary
to valldate research findings, but not
any of the following: Preliminary anal-
yses, drafts of sclentific papers, plans
for future research, peer reviews, or
communications with colleagues, This
“recorded"” material excludes physical
objects (e.g., laboratory samples), Re-
search data also do not include:;

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

(i1) Personnel and medical informa-
tion and similar information the dis-
closure of which would constitute a
olearly unwarranted invasion of per-
sonal privacy, such as information that
oould be used to identify a particular
person in a research study.

(f) The requirements set forth in
paragraph (e)(1) of this section do not
apply to commerocial organizations

§75.328 Property trust relationship.

Real property, equipment, and intan-
gible property, that are acquired or im-
proved with a Faderal award must be
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held in trust by the non-Federal enbity
as trustee for the beneficiaries of the
project or program under which the
property was acquired or improved.
The HHS awarding agency may require
the non-Federal entity to record llens
or other appropriate notices of record
to indicate that personal or real prop-
erty has been acquired or improved
with a Federal award and that use and
disposition conditions apply to the
property.

§8'75.324-75.826 [Reserved]
PROCUREMENT STANDARDS

§75.326 Procurements by states,

When proouring properly and serv-
ices under a Federal award, a state
must follow the same policies and pro-
cedures it uses for procurements from
its non-Federal funds, The state will
comply with §76.331 and ensure that
every purchase order or other contract
includes any clauses required by
§76.336, All other non-Federal entities,
including subrecipients of a state, will
follow §§76.827 through 75,386.

§75.827 General procurement stand-
ards.

(a) The non-Federal enbity must use
its own documented procurement pro-
cedures which reflect applicable State,
local, and tribal laws and regulations,
provided that the procurements con-
form to applicable Federal law and the
standards identified in this part.

(b) Non-Federal entities must main-
tain oversight to ensure that contrac-
tors perform in accordance with the
terms, conditions, and specifications of
their contracts or purchase orders.

(o)1) The non-Federal entity must
maintain written standards of conduct
covering conflicts of interest and gov-
erning the actions of its employees en-
gaged in the selection, award and ad-

ministration of contraocts. No em-*

ployee, officer, or agent may parbici-
pate in the seleotion, award, or admin-
istration of a contract supported by a
Federal award if he or she has a real or
apparent oonflict of interest. Such a
confiict of interest would arise when
the employee, officer, or agent, any
member of his or her immediate fam-
ily, his or her partner, or an organiza-
tion which employs or is about to em-

'
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ploy any of the parties indicated here-
in, has a financial or other interest in
or a bangible pergonal benefit from a
firm considered for a contract. The of-
ficers, employees, and agents of the
non-Federal entity may nelther solicit
nor accept gratuities, favors, or any-
thing of monetary value from contrac-
tors or parties to subocontracts, How-
over, non-Federal entities may set
standards for situations in which the
financial interest is not substantial or
the gift is an unsolicited item of nomi-
nal value, The standards of conduoct
must provide for disciplinary aoctions
to be applied for violations of such
standards by officers, employees, or
agents of the non-Federal entity.

(2) If the non-Federal entity has a
parent, gaffiliate, or subsidiary organi-
zation that is not a state, local govern-
ment, or Indian tribe, the non-Federal
entity must also maintain written
standards of conduct covering organi-
zational conflicts of interest, Organiza-
tional conflicts of interest means that
beoause of relationships with a parent
company, affiliate, or subsidiary orga-
nization, the non-Federal entity is un-
able or appears to be unasble to be im-
partial in conducting & proourement
aotion involving a related organiza-
tion.

(d) The non-Faderal entity's proce-
dures must avold acquisition of unnec-
essary or duplicative items. Consider-
ation should be given to vonsolidating
or breaking out proocurements to ob-
tain a more economiocal purchase,
Where appropriate, an analysis will be
made of lease versus purchasge alter-
natives, and any other appropriate
analysis to determine the most eco-
nomical approach.

(e) To foster greater economy and ef-
ficlency, and in accordance with efforts
to promote cost-effective uge of shared
gservices aoross the Federal Govern-
ment, the non-Federal entity is encour-
aged to enter into state and loocal inter-
governmental agresments or inter-en-
tity agreements where appropriate for
procurement or use of common or
shared goods and services,

(f) The non-Federal entity is encour-
aged to use Pederal excess and surplus
property in lieu of purchasing new
equipment and property whenever such
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use is feasible and reduces project
costs,

(g) The non-Federal entity is enocour-
aged to use value engineering olauses
in contracts for comstruction projects
of suffiolent size to offer reasonable op-
portunities for cost reductions, Value
engineering 1s a systematic and cre-
ative analysis of each contract item or
task to ensure that its essential func-
tion is provided at the overall lower
cost.

(h) The non-Federal entity must
award contracts only to responsible
contractors possessing the ability to
perform successfally under the terms
and oonditions of a proposed procurs-
ment, Consideration will be given to
such matters as contractor integrity,
compliance with public polioy, record
of past performance, and financial and
technical resources, In certain oir-
cumstances, contracts with certain
parties are restricted by agenocies’ im-
plementation of Executive Orders 12649
and 12689, (See 2 CFR part 376.)

{d) The non-Federal entity must
maintain records sufficient to detail
the history of proocurement, These
records will include, but are not nec-
essarily limited to the following: ra-
tionale for the method of procurement,
selection of contract type, contractor
selection or rejection, and the basis for
the contract price,

(1)(1) The non-Federal entity may use
a time and materials type ocontract
only after a determination that no
other contract is suitable and if the
contraot includes a ceiling price that
the contraotor exceeds at its own risk,
Time and materials type ocontract
means & contract whose cost to a non-
Federal entity is the sum of:

(1) The actual cost of materials; and

(11) Direct labor hours charged ab
fixed hourly rates that reflect wages,
general and administrative expenses,
and profit. .

(2) Since this formula generates an
open-ended contract price, a time-and-
materials contract provides no positive
profit incentive to the contractor for
cost control or labor efficiency, There-
fore, each contract must set a ceiling
price that the contractor exceeds ab its
own risk., Further, the non-Federal en-
tity awarding such a contract must as-
sert a high degree of oversight in order

§75.328

to obtain reasonable assurance that
the contractor is using efficient meth-
ods and sffective cost controls.

(k) The non-Federal entity alone
must be respongible, in accordance
with good administrative practice and
sound business judgment, for the set-
tlement of all contractual and adminis-
trative lssues arising out of procure-
ments. These issues includs, but are
not limited to, source evaluation, pro-
tosts, dlsputes, and olaims. These
standards do not relieve the non-Fed-
eral entity of any contractual respon-
sibilities under its contracts, The HHS
awarding agency will not substitute its
judgment for that of the non-Federal
entity unless the matter is primarily a
Federal concern, Violabions of law will
be referred to the local, tribal, state, or
Federal authority having proper juris-
diction,

(1) The type of procuring instruments
used must be determined by the recipi-
ent but shall be appropriate for the
partioular procurement and for pro-
moting the best interest of the pro-
gram oy projeot involved,

§75.328 Competition,

(a) All procurement transactions
must be conducted in e manner pro-
viding full and open compstition con~
sistent with the standards of this sec-
tion. In order to ensure objective con-
traotor performance and eliminate un-
falr competitive advantage, contrac-
tors that develop or draft speoifica-
tions, requirements, statements of
work, or invitations for bids or re-
quests for proposals must be excluded
from competing for such procurements.
Some of the situations considered to be
restrictive of competition include but
are not limited to:

(1) Placing unreasonable reguire-
ments on firms in order for them to
qualify to do business;

(2) Requiring unnecessary experience
and excessive bonding;

(3) Noncompetitive pricing praotioes
between firms or between affillated
companies;

(4) Noncompetitive contracts to con-
sultants that are on retalner contracts;

E_‘5) Organizational conflicts of inter-
ost;

(8) Speocifying only a “brand name®
product instead of allowing “‘an equal’’
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product to be offered and desoribing
the performance or other relevant re-
quirements of the procurement; and

(7) Any arbitrary action in the pro-
curement process,

(b) The non-Federal entity must con-
duct procurements in e manner thatb
prohibits the use of statutorily or ad-
ministratively imposed state, local, or
tribal geographical preferences in the
evaluatbion of bids or proposals, except
in those cases where appliocable Federal
gtatutes expressly mandate or encour-
age geographioc preference. Nothing in
this seotion preempts state licensing
laws. When ocontracting for architec-
tural and engineering (A/E) services,
geographic location may be a seleotion
criterion provided its application
leaves an appropriate number of quali-
fied firms, given the nature and slzo of
the project, to compete for the con-
traot,

(o) The non-Federal entity must have
written procedurss for proocurement
transaotions, These procedures must
ensure that all solicitations:

(1) Incorporate a clear and accurate
description of the technical require-
ments for the material, product, or
gervice to be procured. Such desorip-
tion must not, in competitive procure-
ments, contain features which unduly
restriot competition, The desoription
may include a statement of the quali-
tative nature of the material, product
or gervice to be procured and, when
necesgary, must set forth those min-
fmum essential characteristios and
standards to which it must conform if
it is to satisfy its intended use, De-
tailed product spscifications should be
avolded if at all possible. When it is
impraoctioal or uneconomical to make g
clear and aocourate description of the
technical reguirements, a ‘‘brand name
or equivalent'” description may be used
as g means Lo define the performance

or other salient requirements of pro-

ourement., The specifio features of the
named brand which must be met by of-
fers must be clearly stated; and

(2) Identify all requirements which
the offerors must fulfill and all other
factors to be used in evaluating bids or
proposals.

(d) The non-Federal entity must en-
sure that all prequalified lists of per-
gonsg, firms, or produots which are used
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in acquiring goods and gervices are cur-
rent and include enough gqualified
gources {0 ensure maximum open and
free competition. Also, the non-Federal
entity must not preclude potential bid-
ders from qualifying during the solici-
tation period,

§76.8320 Procurement procedures,

The non-Federal entity must use one
of the following methods of procure-
ment,

(a) Procurement by micro-purchases.
Proourement by mioro-purchage is the
acquisition of supplies or services, the
aggroegate dollar amount of which does
not exceed the micro-purchase thregh-
old (See micro-purchase). To the extent
practicable, the non-Federal entity
must distribute micro-purchases equi-
tably among qualified suppliers, Mioro-
purchases may be awarded without so-
Ueiting competitive guotations if the
non-Federal entity considers the price
to be reasonable,

(b) Procurement by small purchase pro-
cedures. Small purchase procedures are
those relatively simple and informal
procurement methods for securing
services, supplies, or other property
that do not cost more than the Sim-
plified Aoquisition Threshold. If small
purchase procedures are used, price or
rate quotations must be obtained from
an adequate number of qualified
sources,

(o) Procurement by sealed bids (formal
advertising). Bids are publicly soloited
and a firm fixed price contract (lump
gum or unit price) is awarded to the re-
sponsible bidder whose bid, conforming
with all the material terms and condi-
tions of the invitation for bids, is the
lowest in price. The sealed bid method
is the preferred method for procuring
construction, if the conditions in para-
graph (o)(1) of this section apply,

(1) In order for sealed bidding to be
feasible, the following conditions
should be present:

(1) A complete, adequate, and real-
istic specification or purchase desorip-
tion is available;

(i1) Two or more responsible bidders
are willing and able to compebte effec-
tively for the business; and
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(ii1) The procursment lends itself to a
firm fixed price contract and the selec-
tion of the succesgful bidder can be
made principally on the basis of price,

(2) If sealed bids are used, the fol-
lowing requirements apply:

@) Bids must be solicited from an
adequate number of known suppliers,
providing them sufficient response
time prior to the date set for opening
the bids, for state, local, and tribal
governments, the invitation for bids
must be publioally advertised;

@31) The invitation for bids, which
will include any speocifioations and per-
tinent attachments, must define the
items or services in order for the bidder
to properly respond;

(1i1) All bids will be opened at the
time and place prescribed in the invita-
tion for bids, for state, local, and tribal
governments, the bids must be opened
publically;

(iv) A firm fixed price contract award
will be made in writing to the lowest
responsive and responsible bidder,
Where speoified in bidding documents,
factors such as discounts, transpor-
tation cost, and life cycle costs must
be considered in determining which bid
is lowest. Payment discounts will only
be used to determine the low bid when
prior experience indicates that such
discounts are usually taken advantage
of; and :

(v) Any or all bids may be rejected if
there is a sound documented reason,

(@) Procurement by competitive pro-
posals. The technigque of competitive
proposals is normsally conducted with
more than one source submitting an
offer, and either a fixed price or cost-
reimbursement type contract is award-
ed, It is generally used when conditions
are not appropriate for the use of
sealed bids. If this method is used, the
following requirements apply:

(1) Requests for proposals must be:

publicized and identify all evaluation
factors and their relative importance.
Any response to publicized requests for
proposals must be considered to the
maximum extent practical;

(2) Propossls must be solicited from
an adequate number of qualified
gources;

(3) The non-Federal entily must have
a written method for conducting teoh-

nical evaluations of the proposals re-
oeived and for selecting recipients;

(4) Contracts must be awarded to the
responsible firm whose proposal is
most advantageous to the program,
with price and obther factors consid-
ered; and

(6) The non-Federal entity may use
competitive proposal procedures for
qualifications-based procurement of ar-
chitectural/engineering (A/E) profes-
sional services whereby competitors'
qualificetions are evaluated and the
most qualified competitor is seleoted,
subject to negotiation of fair and rea-
sonable ocompensation, The method,
where price is8 not used as a selection
factor, can only be used in prooure-
ment of A/E professional services, It
cannot be used to purchase other types
of services though A/ firms are a po-
tential source to perform the proposed
effort,

(e) [Resgerved)]

() Procurement by noncompetitive pro-
posals, Procurement by noncompetitive
proposals is procurement through so-
licitation of a proposal from only one
source and may be used only when one
or more of the following circumstances
apply:

(1) The item is avallable only from a
single souroce;

(2) The public exigency or emergency
for the requirement will not permit a
delay resulting from competitive solic-
itation;

(8) The HHS awarding agency or pass-
through entity expressly authorizes
noncompetitive proposals in response
to a written request from the non-Fed-
eral entiby; or

(4) After solicitation of a number of
sources, competition is determined in-
adequate,

§75.330 Contracting with small and

minority businesses, women’s busi-

- ness enterprises, and labor surplus
area firms.

(a) The non-Federal entity must take
all necegsary affirmative steps to as-
sure bhat minority businesses, women’s
business enterprises, and labor surplus
ares firms are used when possible,

(b) Affirmative steps must include:

(1) Placing qualified small and mi-
nority businesses and women's business
enterprises on solicltation 1ists;

267



§75.331

(2) Assuring that small and minority
businesses, and women's business en-
terprises are solicited whenever they
are potential sources;

(3) Dividing total requirements, when
sconomically feasible, into smaller
tasks or quantities to permit max-
imum participation by small and mi-
nority businesses, and women's busi-
ness enterprises;

(4) Hstablishing delivery schedules,
where the requirement permits, whioh
encourage participation by small and
minority businesses, and women’s busi-
ness enterprises;

(6) Using the servioes and assistance,
as appropriate, of such organizations as
the Small Business Administration and
the Minority Business Development
Agency of the Department of Com-
merce; and

(6) Requiring the prime contractor, if
gsubcontracts are to be let, to take the
affirmative steps listed in paragraphs
(b)(1) through (b) of this seotion,

§75,881 Procurement of recovered ma-
terials.

A non-Federal entity that is a state
agency or agenoy of a political subdivi-
gion of a state and 1ts contractors must
comply with section 6002 of the Solid
Waste Disposal Act, as amended by the
Resource Conservation and Recovery
Act, The requirements of Section 6002
inolude proouring only items des-
ignated in guidelines of the Environ-
mental Protection Agenoy (EPA) ab 40
COFR part 247 that contain the highest
percentage of recovered materials prac-
tlcable, consistent with maintaining a
satisfactory level of competition,
where the purchase price of the item
exceeds $10,000 or the value of the
quantity acquired during the preceding
fisoal year exceeded $10,000; procuring
solid waste management services in a
manner that maximizes energy and re-

gource recovery; and establishing an af-:

firmative procurement program for
proocurement of recovered matlerials
identified in the EPA guidelines.

§765.832 Contract cost and price,

(a) The non-Federal enbtity must per-
form a cost or price analysis In connec-
tion with every procurement action in
excess of the Simplified Acquisition
Threshold including contract modifica-
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tions, The method and degree of anal-
ysis is dependent on the faots sur-
rounding the particular procurement
situation, but as a starting point, the
non-Federal entity must make inde-
pendent estimates before receiving bids
or proposals.

(b) The non-Federal entity must ne-
gotiate profit as a separate element of
the price for each contract in which
there i8 no price competition and in all
cages where cost analysis is performed.
To establish a fair and reasonable prof-
it, conslderation must be glven to the
complexity of the work to be per-
formed, the risk borne by the con-
tractor, the contractor’s investment,
the amount of subcontracting, the
quality of 1ts record of past perform-
ance, and industry profit rates in the
surrounding geographical area for
similar work,

(o) Costs or prices bassd on estimated
costs for contracts under the Federal
award are allowable only to the extent
that costs Inourred or cost estimates
Included in negotiated prices would be
allowable for the non-Federal entity
under subpart  of this part. The non-
Federal entity may reference its own
cost prinoiples that comply with the
Federal cost prinociples,

(d) The cost plus a percentage of cost
and percentage of oconstruction cost
methods of contraoting must not be
used,

§76,333 HHS awarding agency or pass-
through entity review,

(a) The non-Federal entity must
make available, upon request of the
HHS awarding agenocy or pass-through
entity, technical specifications on pro-
posed procurements where the HHS
awarding agenoy or pass-through enti-
ty believes such review is needed to en-
sure that the item or service specified
is the one being proposed for socquisi-
tion. This review generally will take
place prior to the time the spseocifica-
tion 18 incorporated into a solicitation
document, However, if the non-Federal
entity deslres to have the review ac-
complished after a sollcltation has
been developed, the HHS awarding
agency or pass-through entity may
still review the specifications, with
such review usually limited to the
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technical aspects of the proposed pur-
chase,.

() The non-Federal entity must
make available upon request, for the
HHS awarding agency or pass-through
entity pre-procurement review, pro-
curement doouments, such as requests
for proposals or invitations for bids, or
independent cost estimates, when:

(1) The non-Federal entity’s procure-
ment procedures or operation falls to
comply with the proourement stand-
ards in this part;

(2) The proourement is expected to
exceed the Simplified Aocquisition
Threshold and is to be awarded without
competition or only one bid or offer is
received in response to a solioitation;

(3) The procurement, which is ex-
- peoted to exceed the Simplified Aoqui-
pition Threshold, speoifies a “brand
name* product;

(4) The proposed contract is more
than the Simplified Acquisition
Threshold and is to be awarded to
other than the apparent low bidder
under a sealed bid procurement; or

(b) A proposed contract modification
changes the scope of a contract or in-
oreagses the contract amount by more
than the Simplified Acqguisition
Threshold,

(c) The non-Federal entity is exempt
from the pre-procurement review in
paragraph (b) of this section if the HHS
awarding agenoy or pass-through enti-
ty determines that its proourement
gystems comply with the standards of
this part.

(1) The non-Federal entity may re-
quest that its proourement system be
reviewed by the HHS awarding agenocy
or pass-through entity to deftermine
whether its system meets these stand-
ards in order for its system to be cer-
tified. Generally, lhese reviews must
occur where there is continuous high-
dollar funding, and third party con-
traots are awarded on a regular basis;

(2) The non-Federal entity may self-
oertify 1ts procurement system, Suoch
self-certification must not 1limit the
HHS awarding agency’s right to survey
the system. Under a self-certification
procsdure, the HHS awarding agenocy
may rely on written assurances from
the non-Pederal entity that it is com-
plying with these standards. The non-
Pederal entity must cite specific poli-

oles, procedures, regulations, or stand-
ards as being in compliance with these
requirements and have its system
available for review.

§75.334 Bonding requirements.

For construction or faocility improve-
ment contracts or subcontracts exceed-
ing the Simplified Acquisition Thresh-
old, the HHS awarding agenoy or pass-
through entity mey accept the bonding
poliocy and requirements of the non-
Federal entity provided that the HHS
awarding agenocy or pass-through enti-
ty has made a determination that the
Federal interest 1is adequately pro-
tected, If such a determination has not
been made, the minimum requirements
must be as follows:

(a) A bid guarantee from sach bidder
equivalent to five percent of the bid
price, The *bid guarantee’ must con-
sist of a firm commitment such as a
bid bond, certified check, or other ne-
gotiable instrument accompanying a
bid as assurance that the bidder will,
upon agoceptance of the bid, execute
such bontractual documents as may be
required within the time speoified,

(b) A performance bond on the part of
the contractor- for 100 percent of the
contract price, A *‘performance bhond"
is one exeouted in connection with a
contract to secure fulfillment of all the
contractor's obligations under such
contract,

(e) A payment bond on the part of the
contractor for 100 percent of the oon-
traot price, A “payment bond* is one
executed in connection with a contract
to assure payment as required by law
of all persons supplying labor and ma-
terial in the execution of the work pro-
vided for in the contraocs,

(d) Where bonds are required in the
situations desoribed herein, the bonds
shall be obtained from companies hold-
ing certificates of authority as accept-
able sureties pursuant to 31 OFR part
223,

§75.8385 Contract provisions.

The non-Federal entity’s ocontracts
must contaln the applicable provisions
described in appendix II to this part.
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§§75.336~75.340

§§75.336-76,340 [Reserved]

PERFORMANCE AND FINANCIAL
MONITORING AND REPORTING

§75,341 Financial reporting.

Unless otherwise approved by OMB,
the HHS awarding sgency may solicit
only the standard, OMB-approved gov-
ernment-wide data elements for collec-
tion of financial information (at time
of publication the Federal Finenoial
Report or such future collections as
may be approved by OMB and listed on
the OMB Web site). This information
must be collected with the frequency
required by the terms and conditions of
the Federal award, but no less fre-
quently than annually nor more fre-
guently than quarterly except in un-
usual circumstances, for example
where more frequent reporting is nec-
essary for the effsctive monitoring of
the Federal award or could signifi-
cantly affect program outoomes, and
preferably in ocoordination with per-
formanoe reporting,

§75.842 Monitoring and reporting pro-
gram performance.

(a) Monttoring by the non-Federal enti-
iy, The non-Federal entity Is respon-
sible for oversight of the operations of
the Federal award supported activities.
The non-Federal entity must monitor
its actlvities under Federal awards to
agsure compliance with applicable Fed-
eral requirements and performance ex-
pectations are being achieved, Moni-
toring by the non-Federal entity must
gover each program, function or activ-
ity. See also §75.362,

(b) Non-construction performance re-
ports, The HHS awarding agency must
use standard, OMB-approved data ele-
ments for collection of performance in-
formation (including performance
progress reports, Research Perform-

_ ance Progress Report, or such future:

oollections as may be approved by OMB
and listed on the OMB Web site),

(1) The non-Federal entity must sub-
mit performance reports at the inter-
val required by the HHS awarding
agency or pass-through entity to best
inform improvements in program out-
comes and productivity, Intervals mush
be no less frequent than annually nor
more frequent than quarterly except in

’
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unusual circumstances, for example
where more frequent reporting is nec-
essary for the effeotive monitoring of
the Federal award or could signifi-
cantly affect program outcomes, An-
nual reports must be dus 90 calendar
days after the reporting period; quar-
terly or semiannual reports must be
due 30 calendar days after the report-
ing period, Alternatively, the HHS
awarding agency or pass-through enti-
ty may require annual reports before
the anniversary dates of multiple year
Fedoral awards, The final performance
report will be due 90 calendar days
after the period of performance end
date. If a justified reqguest is submitted
by a non-Federal entity, the HHS
awarding agency may exbtend the due
date for any performance report.

(2) The non-Federal entity must sub-
mit performance reports using OMB-
approved government-wide standard in-
formation collections when providing
performance information, As appro-
priate in accordance with the above-
mentioned information collections,
these reports will contain, for each
Federal award, brief information on
the following unless other collections
are approved by OMB:

(1) A comparison of actusl accom-
plishments to the objectives of the
Federal award established for the pe-
riod. - Where the accomplishments of
the Federal award oan be quantified, a
computation of the cost (for example,
related to units of accomplishment)
may be required if that information
will be useful. Where performance
trend data and enalysis would be in-
formative to the HHS awarding agenoy
program, the HHS gawarding agency
should include this as a performance
reporting requirement.

(ii) The reasons why established
goals were not met, if appropriate.

(iii) Additional pertinent information
including, when appropriate, analysis
and explanation of cost overruns or
high unit costs.

(o) Construction performance reports.
For the most part, onsite technical in-
spections and ocertified percentage of
completion data are relied on heavily
by HHS awarding agencies and pass-
through entities to monitor progress
under Federal awards and subawards
for construction. The HHS awarding
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agency may vreguire addibional per-
formance reports only when considered
necessary.

(4) Significant developments. Events
may occur between the scheduled per-
formance reporting dates that have sig-
nificant impact upon the supported ac-
tivity. In such oages, the non-Federal
entity must inform the HHS awarding
agency or pass-through entity as soon
as the following types of conditions be-
come known!

(1) Problems, delays, or adverse con-
ditions which will materially impair
the ability to mest the objective of the
¥ederal award, Thig disclogure must in-
oclude a statement of the action taken,
or contemplated, and any assistance
needed to resolve the situation,

(2) Favorable developments which en-
able meeting time schedules and objec-
tives sooner or at less cogt than antici-
pated or producing more or different
beneficial results than originally
planned.

(8) The HHS awarding agenoy may
make sito visits as warranted by pro-
gram needs.

(f) The HHS awarding agency may
walve any performanoce report required
by this part if not needed.

§75.3483 Reporting on real property.

The HHS awsarding agency or pass-
through entity must require a non-Fed-
eral entity to submit reports at least
annually on the status of real property
in which the IFederal Government re-
tains an interest, unless the Federal in-
terest in the real property extends 15
yoears or longer, In those instances
where the Federal interest attached is
for a period of 16 years or more, the
HHS awarding agency or pass-through
entity, at its option, may require the

non-Federal entity to report at various,

multi-year frequencies (e.g., every two
years or every three years, not to ex-
ceed a flve-year reporting period; or an
HHS awarding agency or pass-through
entity may require annual reporting
for the first three years of a Federal
award and thereafter require reporting
every five years).

§876.344-75.850 [Reserved)

SUBREOIPIENT MONITORING AND
MANAGEMENT

§75.851 Subrecipient and contractoy
determinations,

The non-Federal entity may concur-
rently receive Federal awards as a re-
olpient, a subrecipient, and a ocon-
tractor, depending on the substance of
its agreements with HHS awarding
agencles and pass-through entities.
Therefore, 8 pass-through entity must
make case-by-cagse defterminations
whether each agreement it malkes for
the disbursement of PFederal program
funds oasts the party receiving the
funds in the role of a subrecipient or a
contractor. The HHS awarding agenoy
may supply and require recipients to
comply with additional guidance to
support these determinations provided
such guidance does not conflict with
this section,

(a) Subrecipients. A subaward is for
the purpose of carrying out a portion of
8 IFederal award and oreates a Federal
assistance relatlonship with the sub-
recipient, See §76.2 Subaward. Charac-
teristios which support the classifica-
tion of the non-Federal entity as a sub-
reciplent include when the non-Federal
entity!

(1) Debtermines who 18 eligible to re-
celve what Federal assistance;

(2) Has its performance measured in
relation to whether objectives of a Fed-
eral program were met;

(8) Has responsibility for pro-
grammatic decision making;

(4) Is responsible for adherence to ap-
plicable Federal program requirements
specified in the Federal award; and

(6) In aoccordance with its agreement,
uses the Federal funds to ocarry out a
program for a public purpose specified
in- authorizing statute, as opposed to
providing goods or services for the ben-
efit of the pass-through entity.

(b) Contractors., A contract is for the
purpose of obtaining goods and services
for the non-Federal entlty’s own use
and oreates & procurement relationship
with the contractor. See §76.2 Contract,
Characteristics indicative of a procure-
ment relationship between the non-
Federal entity and a ocontractor are
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when the non-Federal entity reoeiving
the Federal funds:

(1) Provides the goods and services
within normal business operations;

(2) Provides similar goods or services
to many different purchasers;

(3) Normally operates in a competi-
tive environment;

(4) Provides goods or services that
are ancillary to the operation of the
Feoderal program; and

(6) Is not subject to compliance re-
quirements of the Federal program as a
result of the agreement, though similar
requirements may apply for other rea-
sons,

(c) Use of judgment in making deter-
mination, In determining whether an
agreement between a pass-through en-
tity and another non-Federal entity
caste the latter as a subrecipient or a
contraotor, the substance of the rela-
tionship is more important than the
form of the agreement, All of the char-
acteristios listed above may not be
present in all oases, and the pass-
through entity must use judgment in
classifying each agreement as &
subaward or a prooursment contract.

§75.352 Requirements " for pass-
through entities.

A1l pass-through entities must:

(a) Ensure that every subaward is
clearly identified to the subrecipient as
5 subaward and includes the following
information at the #lme of the
subaward and if any of these data ele-
ments change, include the changes in
subsequent subaward modification.
When some of this information 18 not
available, the pass-through enblty
must provide the best information
available to desoribe the Federal award
and subaward, Required information
includes:

(1) Federal Award Identification,

(1) Subrecipient name (which must.

match the name assoclated with their
unique entity identifier);

(ii) Subrecipient's unigue entity
identifier;

(1) Federal Award Identiflcation
Number (FAIN);

(1v) Pederal Award Date (sse §75.2
Pederal award date);

(v) Subaward Period of Performance
Start and Bnd Date;

'

45 CFR Subtitle A (10-1-15 Edition)

(vi) Amount of Federal Funds Obli-

.gated by this action;

(vii) Total Amount of Federal Funds
Obligated to the subrecipient;

(viil) Total Amount of the Federal
Award;

(1x) Tederal! award project descrip-
tion, as required to be responsive to
the Federal Funding Acocountability
and Transparency Act (FFATA);

(x) Name of HHS awarding agency,
pass-through entity, and contact infor-
mation for awarding official,

(x1) OFDA Number and Name; the
pass-through entity must identify the
dollar amount made gvallable under
each Federal award and the CFDA
number at time of disbursement;

(xii) Identification of whether the
award is R&D; and

(xi1i) Indirect oost rate for the Fed-
eral award (including if the de minimis
rate is charged per §756.414),

(2) All requirements imposed by the
pass-through entity on the sub-
reciplent so that the Federal award is
used in accordance with Federal stat-
utes, regulations and the terms and
conditions of the Federal award.

(3) Any additional requirements that
the pass-through entity imposes on the
subrecipient in order for the pass-
through entity to meet its own respon-
sibility to the HHS swarding agenocy
including identification of any required
finanocial and performance reports;

(4) An approved federally recognized
indireot ocost rate negotiated betwseen
the subreciplent and the Federal Gov-
ernment or, if no such rats exists, ei-
ther a rate negotiated bhetween the
pass-through entity and the sub-
recipient (in compliance with this
part), or a de minimis indirect cost
rate as defined in §75.414(f),

(6) A requirement that the sub-
recipient permit the pags-through enti-
ty and auditors Lo have access to the
subrecipient's records and financial
statements as necessary for the pass-
through entity to meet the reguire-
ments of this part; and

(6) Appropriate terms and conditions
concerning oloseoub of the subaward,

(b) Bvaluate each subrecipient's risk
of noncompliance with Federal stat-
utes, regulations, and the terms and
conditions of the subaward for purposes
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of determining the appropriate sub-
recipient monitoring described in para-
graphs (d) and (e) of this section, which
may include consideration of such fac-
tors as:

(1) The subrecipient’s prior experi-
ence with the same or similar sub-
aweards;

(2) The results of previous audits in-
cluding whether or mnot the sub-
recipient receives a Single Audit in ac-
cordance with subpart F, and the ex-
tent to which the same or similar
subaward has been audited as a major
program,

(3) Whether the subrecipient has new
personnel or new or substantially
changed systems; and

(4) The extent and results of HHS
awarding agency monitoring (e.g., if
the subrecipient also receives Federal
awards directly from a HHS awarding
agenoy).

(¢) Consider imposing speclfic
subaward conditions upon a sub-
recipient if appropriate as described in
§76.207,

(d) Monitor the activities of the sub-
recipient a8 necesgsary to ensure thatb
the subaward is used for authorized
purposes, in compliance with Federal
statutes, regulations, and the terms
and conditions of the subaward; and
that subaward performance goals are
achieved., Pass-through entity moni-
toring of the subrecipient must In-
clude:

(1) Reviewing financial and perform-
anoce reports required by the pass-
through entity.

(2) Following-up and ensuring thabt
the subrecipient takes timely and ap-
propriate action on all deficienocies por-
taining to the Federal award provided
to the subreciplent from the pass-
through entity detected through au-
dits, on-gsite reviews, and other means.

(3) Issuing a management decision for

audit findings pertaining to the Fed-'

eral award provided to the subreciplent
from the pags-through entity as re-
quired by §76.621. -

(e) Depending upon the pass-through
entity’s assessment of risk posed by
the subrecipient (as described in para-
graph (b) of this section), the following
monitoring tools may be.useful for the
pass-through entity to ensure proper
accountability and compliance with

program requirements and achleve-
ment of performance goals;

(1) Providing subrecipients with
training and technical assistance on
program-related matters; and

(2) Performing on-site reviews of the
subrecipient’s program operations;

(8) Arranging for agresd-upon-proce-
dures engagements as desoribed in
§75.426.

(f) Verify that every subrecipient is
audiled as required by subpart F of this
part when it is expected that the sub-
recipient’s Federal awards expended
during - the respective flsoal year
equaled or exceeded the threshold set
forth in §76.601,

(g) Consider whether the results of
the subreciplent’s audits, on-site re-
views, or other monitoring indicate
conditions that necessitate adjust-
ments to the pass-through entity’s own
records,

(h) Consider taking enforcement ac-
tion against noncompliant subrecipi-
ents ag desoribed in §76,871 and in pro-
gram regulations,

§76.363 Fixed amount subawards,

With prior written approval from the
HHS awarding agency, a pass-through
entbity may provide subawards based on
fixed amounts up to the Simplified Ac-
quisition Threshold, provided that the
subawards meet the requirements for
fixed amount awards in §76,201,

§876,854-75.360 [Reserved]
RECORD RETBENTION AND AQCESS

§75.861 Retention requirements for
records,

Financial records, supporting docu-
ments, statistical records, and all
other non-Federal entity records perti-
nent to a Federal award must he re-
tained for a period of three years from
the date of submission of the final ex-
penditure report or, for Federal swards
that are renewsd quarterly or annu-
ally, from the date of the submission of
the quarterly or annual finanocial re-
port, respectively, as reported to the
HHS awarding agency or pass-through
entity in the ocase of a subrecipient.
HHS awarding agencies and pass-
through entities must not impose any
other record retention reguirements
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upon non-Federal entities, The only ex-
ceptions are the following:

(a) If any ltigation, claim, or audit
is started before the expiration of the
3-year period, the records must be re-
tained until all litigation, claims, or
audit findings involving the records
have been resolved and final action
taken,

(b) When the non-Federal entity is
notified in writing by the HHS award-
ing agency, cognizant agenoy for audit,
oversight agency for audit, cognizant
agency for indirect costs, or pass-
through entity to extend the retention
period,

(c) Records for real property and
equipment acquired with Federal funds
must be retained for 8 years after final
disposition.

(d) When records are transferred to or
maintained by the HHS awarding agen-
oy or pass-through entity, the 3-year
retention requirement is not applicable
to the non-Federal entity.

(e) Records for program income
transactions after the period of per-
formance. In some casges, recipients
must report program income after the
period of performance. Where there is
such a requirement, the retention pe-
riod for the records pertaining to the
earning of the program income starts
from the end of the non-Federal enbi-
ty's fiscal year in which the program
income is earned.

(f) Indirect cost rate proposals and
cost allooations plans, This paragraph
applies to the following types of doou-
ments and their supporting records: In-
direct cost rate computations or pro-
posals, cost allocation plans, and any
gimilar accounting computations of
the rate at which a partioular group of
costs is chargeable (such as computer
usage chargeback rates or composite
fringe benefit rates).

1) If submitted for negotiation, If the

proposal, plan, or other computation is:

required to be submitied to the Federal
Government (or to the pass-through
entity) to form the basis for negotia-
tion of the rate, then the 3-year reten-
tion period for its supporting records
starts from the date of such submis-
sion.

(2) If not submitted for negotiation. If
the proposal, plan, or other computa-
tion is not required to he submitted to

¢
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the Federal Government (or to the
pass-through entity) for negotistion
purposes, then the 3-year retention pe-
riod for the proposal, plan, or compuba-
tion and its supporting records starts
from the end of the fiscal year (or
other goccounting period) covered by
gle proposal, plan, or other computa-
on,

§75.362 Requests
records,

The HHS awarding agenoy must re-
quest transfer of certain records to its
custody from the non-Federal entity
when 1t determines that the records
possess long-term vretention value,
However, in order to avoid duplicate
recordkeeping, the HHS awarding agen-
oy may make arrangements for the
non-Federal entity to retain any
records that are continuously nesded
for joint use,

for transfer or

§76.368 Methods for collection, t{rans-
miesion and storage of information,

In accordance with Bxecutive Order
13642, the HHS awarding agenocy and
the non-Federal entity should, when-
ever practicable, oollect, transmit, and
store Federal award-related informa-
tion in open and machine readable for-
mets rather than in closed formats or
on paper, The HHS awarding agenoy or
pass-through entity must always pro-
vide or accept paper versions of Fed-
eral award-related information to and
from the non-Federal entity upon re-
quest, If paper copies are submitbed,
the HHS awarding agency or pass-
through entity must not require more
than an original and two copies, When
original records are electronic and can-
nol: be allered, there is no need to ore-
ate and refain paper coples. When
original records are paper, electronic
versions may be substituted through
the use of duplication or other forms of
eleoctronic media provided that they

-~ are subject to periodic quality control

reviews, provide reasonable safeguards
against alberation, and remain read-
able,

§76.864 Access to records,

(a) Records of non-Federal entities, The
HHS awarding agency, Inspectors Gen-
eral, the Comptroller General of the
United States, and the pass-through
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entity, or any of their authorized rep-
resentatives, must have the right of ac-
cess to any documents, papers, or other
records of the non-Federal entity
which are pertinent to the Federal
award, in order to make audits, exami-
nations, excerpts, and transeripts, The
right also includes timely and reason-
able access to the non-Federal entity’'s
personnel for the purpose of interview
and discussion related to such doou-
ments,

(b) Only under extraordinary and
rare oiroumstances would such access
inoclude review of the true name of vic-
tims of a orime., Routine monitoring
cannot be considered extraordinary and
rare circumstances that would neces-
sitate access to this information, When
access to the true name of victims of a
orime is necessary, appropriate steps to
proteot this sensitive information must
be taken by both the non-Federal enti-
ty and the HHS awarding agency., Any
such access, other than under a court
order or subpoena pursuant to a bona
fide confidential investigation, must be
approved by the head of the HHS
awarding agenocy or delegate.

(o) Ezpiration of right of access, The
rights of access in this section are not
limited to the required retention pe-
riod but last as long as the records are
retained. HHS awarding agencies and
pass-through entities must not impose
any other access requirements wupon
non-Federal entities.

§765.866 Restriotions on public access
to records,

No HHS awarding agency may place
restrictions on the non-Federal entity
that Hmit public access to the records
of the non-Federal entity pertinent to
a Federal award, except for protected
personally identifiable information
(PII) or when the HHS awarding agency
oan demonstrate that suoch records will

be kept confidential and would haver

been exempted from disclosure pursu-
ant to the Freedom of Information Act
(6 U.8.0. 652) or controlled unclassified
information pursusnt to Hxecutive
Order 13666 if the records had belonged
to the HHS awarding agenoy. The Free-
dom of Information Act (6 U.S.0, 662)
(FPOIA) does not apply to those records
that remain under a non-Federal enti-
ty's ocontrol except as required under

§76.822, Unless required by Federal,
state, looal, or tribal statute, non-Fed-
eral entities are not required to permit
public access to their records. The non-
Federal entity’s records provided to a
Federal agency generally will be sub-
ject to FOIA and applicable exemp-
tions.

§876.866-76.370 [Reserved]
REMEDIES FOR NONOOMPLIANCE

§76.871 Remedies for noncompliance,

If a non-Federal entity fails to com-
ply with Federal statutes, regulations,
or the terms and conditions of a Fed-
eral award, the HHS awarding agency
or pass-through entity may impose ad-
ditional conditions, as described in
§76.207, If the HHS awarding agency or
pass-through entity determines that
noncompliance cannot be remedied by
Imposing additional oconditions, the
HHS awarding agency or pass-through
entity may take one or more of the fol-
lowing aotions, as appropriate in the
oiroumstances:

(a) ‘Temporarily withhold cash pay-
ments pending ocorrection of the defi-
ciency by the non-Federal entity or
more severe enforcement action by the
HHS awarding agency or pass-through
entity,

(b) Disallow (that is, deny both use of
funds and any applicable matoching
oredit for) all or part of the cost of the
aotivity or action not in compliance.

(c) Wholly or partly suspend (suspen-
sion of award activities) or terminate
the Federal award.

(d) Initiate suspension or debarment
procesedings as authorized under 2 CFR
pert 180 and HHS awarding agency reg-
ulations at 2 CFR part 376 (or in the
case of a pass-through entity, rec-
ommend such a proceeding be initiated
by a HHS awarding agency).

(e) Withhold further Federal awards
for the project or program.

(f) Talce other remedies thalt may be
legally available,

§76,372 Termination,

(a) The Federal award may be termi-
nated in whole or in part as follows:

(1) By the HHS awarding agency or
pass-through entity, if a non-Federal
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entity fails to comply with terms and
conditions of a Federal award;

(2) By the HHS awarding agenoy or
pass-through enbity for cause;

(3) By the HHS awarding sgency or
pass-through entity with the consent
of the non-Federal entity, in which
cage the two parties must agree upon
the termination conditions, including
the effeotive date and, in the case of
partial termination, the portion to be
terminated; or

(4) By the non-Federal entity upon
gending to the HHS awarding agency or
pass-through entity written notifica-
tlon setting forth the reasons for such
termination, the effective dabe, and, in
the ocase of partial termination, the
portion to be terminated. However, if
the HHS awarding agency or pass-
through entity determines in the case
of partial termination that the reduced
or modified portion of the Federal
award or subaward will not accomplish
the purposes for which the Federal
award was made, the HHS awarding
agency or pasa-through entity may ter-
minate the Federal award in it en-
tirety.

(b) When s Federal award is termi-
nated or partially terminated, both the
HHS awarding agency or pass-through
entity and the non-Federal entity re-
main responsible for compliance with
the requirements in §§75.381 and 76.386,

§75.878 Notification of termination re-
quirement,

(&) The HHS awarding agency or
pass-through entity must provide to
the non-Federal entity a notice of ter-
mination.

(b) If the Federal award 1s terminated
for the non-Federal entity’s failure to
comply with the Pederal statutes, reg-
ulations, or terms and conditions of
the PFederal award, the notification
must state that the termination deci-

slon may be considered in evaluating:

future applioations received from the
non-Federal entity.

(c) Upon termination of a Federal
award, the HHS awarding agency musb
provide the information required under
FFATA to the Federal Web site estab-
lished to fulfill the requirements of
FFATA, and update or notify any other
relevant government-wide systems or
entities of any indications of poor per-

)
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formanoe as required by 41 U.8.C. 417b
and 81 U.S.0. 8321 and implementing
guidance at 2 CFR part 77 (forthcoming
at time of publication). See also the re-
quirements for Suspension and Debar-
ment at 2 OFR part 180,

§75.374 Opportunities to object, hear-
ings, and appeals, -‘

(a) Upon taking any remedy for non-
compliance, the HHS awarding agency
must provide the non-Federal entity an
opportunity to object and provide in-
formation and documentation chal-
lenging the suspension or termination
action, In accordance with written
processes and procedures published by
the HHS awarding agency. The HHS
awarding agenoy or pass-through enti~
ty must comply with any requirements
for hearinge, appeals or other adminig-
trative procesdings to which the non-
Federal entity is entitled under any
statute or regulation gpplicable to the
action involved,

(b) See also:

(1) 42 CFR part 60, subpart D for the
Public Health Service Appeals Proce-
dures, .

(2) 46 OFR part 16 for the Procedures
of dl:he Departmental Appeals Board,
an

(8) 45 OFR part 95, subpart A for the
time limits for states to file claims,

(4) 46 OFR part 95, subpart B for the
State ocost allocation plan dis-
approvals,

§76.375 Effeots of suspension and ter-
mination,

Oosts to the non-Federal entity re-
sulting from obligations incurred by
the non-Federal entity during a sus-
pension or after termination of a Fed-
eral award or subawsrd are not allow-
able unless the HHS awarding agency
or pass-through entity expressly au-
thorizes them in the notios of suspen-
sion or termination or subsequently,
However, costs during suspension or
after termination are allowable if;

(a) The costs result from obligations
which were properly incurred by the
non-Federal entity before the effective
date of suspension or termination, are
not in anticipation of it; and

(b) The costs would be allowable if
the Federal award was not suspended
or expired normally at the end of the
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period of performance in which the ter-
mination takes effect.

§876.876-75.380 [Reserved]
COLOSEOUT

§76.381 Closeout,

The HHS awarding agency or pasgs-
through enbtity will close-out the Fed-
eral award when it determines that all
applicable administrative actions and
all required work of the Federal award
have been completed by the non-Fed-
eral entity. This section speocifies the
actions the non-Federal entity and
HHS awarding agenocy or pass-through
entity must take to complete this
process at the end of the period of per-
formance,

(a) The non-Federal entity must sub-
mit, no later than 90 calendar days
after the end date of the period of per-
formance, all financial, performanas,
and other reports as required by the
terms and conditions of the Federal
award, The HHS awarding agenoy or
pass-through entity may approve ex-
tensions when requested by the non-
Federal entity.

(b) Unless the HHS awarding agency
or pass-through entity authorizes an
oxtension, a non-Federal entity must
Hquidate all obligations incurred under
the Federal award not later than 90
oalendar days after the end date of the
period of performance as specified in
the terms and conditions of the Federal
award,

(c) The HHS awardlng agency or
pass-through entity must make prompt
payments to the non-Federal entity for
allowable reimbursable costs under the
Foderal award being closed out.

(d) The non-Federal entity must
promptly refund any balances of unob-
Hgated cash that the HHS awarding
agency or pass-through entity paid in

advance or pald and that are not au--

thorized to be retained by the non-Fed-
eral entity for use in other projects,
See OMB Circular A-129 and see §75.391
for requirements regarding unreturned
amounts that become delinquent debts,

() Consistent with the terms and
conditions of the Federal award, the
HHS awarding agency or pass-through
entity must make a settlement for any
upward or downward adjustments fto

the Federal share of costs after olose-
out reports are received,

(f) The non-Federal entity must ac-
count for any real and personal prop-
erty acquired with Federal funds or re-
ceived from the Federal Government in
acoordance with §§756.317 through 76,323
and 75,343,

(g) The HHS awarding agency or
pass-bthrough entity should complete
all clogssout actions for Federal awards
no later than 180 calendar days after
receipt and acceptance of all required
final reports,

§§75,382-76.885 [Reserved]

POST-CLOSEOUT ADJUSTMENTS AND
CONTINUING RESPONSIBILITIES

§75.386 Post-closeout adjustments and
continuing responsibilities.

(a) The closeout of a Federal award
does not affect any of the following:

(1) The right of the HHS awarding
agency or pass-through entity to dis-
allow costs and recover funds on the
basis of a later audit or other review.
The HHS awarding agency or pass-
through entity must make any cost
disallowance determination and notify
the mnon-Federal entity within the
record retention period.

(2) The obligation of the non-Federal
entity to return any funds due as a re-
sult of later refunds, corrections, or
other transactions including final indi-
rect cost rate adjustments.

(8) Audlt requirements in subpart F
of this part, .

(4) Properbty management end dis-
position requirements in  §§75.317
through 75,823,

(6) Records retention as required in
§§175,361 through 75,365,

(b) After closeout of the Federal
award, a relationship created under the
Federal award may be modified or
ended in whole or in part with the con-
sent of the HHS awarding agency or
pass-through entity and the non-Fed-
eral entity, provided the responsibil-
ities of the non-Federal entity referred
to in paragraph (a) of this seotion, in-
oluding those for property management
as applicable, are considered and provi-
sions made for continuing responsibil-
ities of the non-Federal entity, as ap-
propriate.
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§§75.887-75,390 [Reserved]
COLLEQTION OF AMOUNTS DUB

§76.391 Collection of amounts due.

(a) Any funds paid to the non-Federal
entity in excess of the amount to
which the non-Federal entity is finally
determined to be entitled under the
termg of the Federal award constitute
a debt to the Pederal Government, If
not pald within 80 calendar days after
demand, the HHS awarding agency
may reduce the debt by:

(1) Making an administrative offset
against other requests for reimburse-
ments;

(2) Withholding advance payments
otherwise dus to the non-Federal enti-
ty, or

(3) Other action permitted by Federal
statute.

(b) Bxcept where otherwise provided
by statutes or regulations, the HHS
awarding agenocy will charge interest
on an overdue debt in accordance with
the Federal Claims Oollection Stand-
ards (31 CFR parts 900 through 999). The
date from which interest is computed
is not extended by litigation or the fil-
ing of any form of appeal. (SBes also
HHS Claims Collection regulations ab
45 OFR part 30.)

Subpart E—Cost Principles
GENERAL PROVISIONS

§76.400 Policy guide,

The application of these cost prin-
ciples is based on the fundamental
premises that!

(a) The non-Federal entity is respon-
gible for the efficlent and effective ad-
ministration of the Federal award
through the application of sound man-
agement practices,

(b) The non-Federal entity assumes

responsibility for administering Fed-

eral funds in a manner congistent with
underlying agreements, program objec-
tives, and the terms and conditions of
the Federal award.

(o) The non-Federal enbity, in rec-
ognition of its own unique combination
of staff, facilities, and experience, has
the primary responsibility for employ-
ing whatever form of sound organiza-
tlon and management techniques may

'
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be necessary in order to assure proper
and efficient administration of the
Federal-award,

(d) The application of these cost prin-
olples should require no significant
changes in the Internal sccounting
policies and practices of the non-Fed-
eral entity, However, the accounting
practices of the non-Federal entity
must be oonsistent with these cost
principles and support the acoumulas-
tion of costs as required by the prin-
ciples, and must provide for adequate
documentation to support costs
charged to the Federal award,

(8) In reviewing, negotiating and ap-
proving cost allocation plans or indi-
reot cost proposals, the cognizant agen-
oy for indirect costs should generally
agsure that the non-Federal entity is
applying these cost acocounting prin-
ciples on & oconsistent basis during
thelr review and negotiation of indirect
cost proposals. Where wide variabtions
exist in the treatment of a given cost
item by the non-Federal entity, the
repsonableness and equity of such
treatments should be fully considered,
See §76.2 Indirect (facilities & administra-
tive (F&A)) costs.

(f) For non-Federal entities that edu-
cate and engage students in research,
the dual role of students as both train-
ees and employees (including pre- and
post-doctoral staff) contributing to the
completion of Federal awards for re-
search must be recognized in the appli-
cation of these principles,

(g) The non-Federal entity may not
earn or keep any profit resulting from
Federal financial assistance, unless ex-
pHeitly authorized by the terms and
conditions of the Federal award, See
also §76.307.

§75.401 Application,

(a) General. These principles must be
used in determining the allowable costs
of work performed by the non-Federal
entity under Federal awards, 'These
principles also must be used by the
non-Federal entity as a guide in the
pricing of fixed-price contracts and
suboontracts where costs are used in
determining the appropriate price, The
prinociples do not apply to:

(1) Arrangements under which Fed-
eral finanolng is in the form of loans,
scholarships, fellowships, traineeships,
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or other fixed amounts based on such
items as eduocation allowance or pub-
lished tuition rates and fees.

(2) For IHEs, oapitation awards,
which are awards based on case counts
or number of beneficiaries according to
the terms and conditions of the Federal
award,

(3) Fixed amount awards. See also
§§7b,2 Fired amount awards and 76,201,

(4) Federal awards to hospitals (see
appendix IX to part 76).

(6) Other awards under which the
non-Federal entity is not required to
account to the Federal Government for
actual costs incurred.

(b) Federal Conlract. Where a Federal
contraot awarded to a non-Federal en-
tity is subject to the Oost Acocounting
Standards (CASB), it incorporates the
applicable CAS olauses, Standards, and
CAS administration reguirements per
the 48 CFR Chapter 99 and 48 CFR part
30 (FAR part 30), CAS applies directly
to the CAS-coversd contract and the
Cost Accounting Standards at 48 CFR
parts 9904 or 9905 taltes precedence over
the cost principles in this subpart B
with respect to the allocation of costs,
When a ocontract with a non-Federal
entity is subject to full CAS coverage,
the allowability of certain costs under
the cost principles will be affected by
the alloocation provisions of the Cost
Acocounting Standards (e.g,, CAS 41448
OFR 9904414, and OCAS 41748 OFR
9904.417), apply rather the allowability
provisions of §76.449, In complying with
those requirements, the non-Federal
entity’s application of cost accounting
practices for estimating, accumu-
lating, and reporting costs for other
Federal awards and other cost objeo-
tives under the CAS-covered contraoct
gtill must be consistent with its cost
accounting practices for the CAS-cov-
ered contraocts, In all cases, only one
set of accounting records needs to be
maintained for the allocation of costs
by the non-Federal entity.

(o) Exemptions., Some nonprofit orga-
nizations, because of their size and ng-
ture of operations, can be considered to
be similar to for-profit entities for pur-
pose of applicability of cost principles,
Such nonprofit organizations must op-
erate under Federal cost principles ap-
plicable to for-profit entities located at
48 OFR 381.2, A listing of these organiza-

tions is coniained in appendix VIII to
part 76, Other organizations, as ap-
proved by the cognizant agency for in-
direct costs, may be added from time
to time,

BASIO CONSIDERATIONS

§76.402 Composition of costs,

Total cost, The total cost of a Federal
award is the sum of the allowable di-
reot and allooable indirect costs less
any applicable credits,

§75.408 Factors affecting allowability
of costs,

Bxcept where otherwise authorized
by statute, costs must meet the fol-
lowing general oriteris in order to be
allowable under Federal awards:

(a) Be necessary and reasonable for
the performance of the Federal award
and be allocable thereto under these
principles,

(b) Conform to any limitations or ex-
clusions set forth in these principles or
in the Federal award as to types or
amount of cost items,

(o) Be consgistent with policies and
procedures that apply uniformly to
both federally-financed and other ac-
tivities of the non-Federal entity,

(d) Be accorded consistent treatment,
A cost may not be assigned to a Fed-
eral award as a direct cost if any other
cost incurred for the same purpose in
like ocircumstances has been allocated
to the Federal award as an indirect
cogt,

(e) Be determined in accordance with
generally accepted accounting prin-
ciples (GAAP), except, for state and
looal governments and Indian tribes
only, as otherwige provided for in this
part.

(f) Not be included as a cost or used
to meet cost sharing or matohing re-
quirements of any other federally-fi-
nanced program in either the current
or a prior period. See algo §75.308(b).

(8) Be adequately documented. See
also §§76.800 through 76,309,

§75.404 Reasonable costs,

A cost is reasonable if, in its naturo
and amount, it does not exceed that
which would be inourred by a prudent
person under the oclrcumstances pre-
vailing at the time the decision was
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made to inour bhe cost, The question of
reasonableness is particularly impor-
tant when the non-Federal entity is
predominantly federally-funded. In de-
termining ressonableness of a given
cost, consideration must be given to:

(a) Whether the cost 18 of & type gen-
erally recognized as ordinary and nec-
essary for the operation of the non-
Tederal entity or the proper and effi-
clent performance of the Federal
award,

(b) The restraints or requirements
imposed by such factors as: Sound busi-
ness practices; arm’s-length  bar-
galning; Federal, state, local, tribal,
and other laws and regulations; and
terms and oconditions of the Federal
award, .

() Market prices for comparable
goods or services' for the geographic
area,

(d) Whether the individuals con-
cerned acted with prudence in the cir-
cumstances considering their respon-
sibilities to the non-Federal entity, its
employees, where applicable its stu-
dents or membership, the publlic at
large, and the FPederal Government,

(e) Whether the non-Federal entity
significantly deviates from its estab-
lished practices and policies regarding
the incurrence of ocosts, which may
unjustifiebly increase the Tederal
award’s cost.

§75.405 Allocable costs.

(a) A cost is alloocable to a particular
Federal award or other cost objective if
the goods or services involved are
chargeable or assignable to that Fed-
eral award or cost objective in accord-
anoce with relative benefits received.
This standard is met if the cost:

(1) Is incurred specifically for the
Federal award,;

(2) Benefits both the Federal award
and other work of the non-Federal en-

tity and can be distributed in propor-:

tions that may be approximated using
reasonable methods; and

(3) 1s necessary to the overall oper-
abion of the non-Federal entity and is
assignahle in part to the Federal award
in acoordance with the principles in
this subpart.

(b) All activities which benefit from
the non-Federal entity’s indirect (I'&A)
cost, including unallowable activities
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and donated services by the non-Fed-
eral entity or third parties, will receive
an appropriate allocation of indirect
costs,

(¢) Any cost allocable to a partioular
Federal award under the principles pro-
vided for in this part may not be
oharged to other Federal awards to
overoome fund deficiencies, tio avoid re-
strictions imposed by Federal statutes,
regulations, or terms and conditions of
the Federal awards, or for other rea-
sons, However, this prohibition would
not preclude the non-Federal entity
from shifting costs that are allowable
under two or more Federal awards in
aocordance with existing Federal stat-
utes, regulations, or the terms and con-
ditions of the Federal awards.

(d) Direct cost allocation principles,
If a cost benefits two or more projects
or aotivities in proportions that can be
determined without undue effort or
oost, the cost must be allooated to the
projects based on the proportional ben-
efit, If a cost benefits two or more
projects or activities in proportions
that cannot be determined because of
the interrelationship of the work in-
volved, then, notwithstanding para-
graph (o) of this section, the costs may
be allocated or transferred to bene-
fitted projects on any reasonable docu-
mented basis. Where the purchase of
equipment or other capital asget 18 spe-
oifically authorized under a Federal
award, the costs are assignable to the
Pederal award regardless of the use
that may be made of the equipment or
other ocapital asset involved when no
longer needed for the purpose for which
it was originally required. See also
§§76.317 through 76.323 and 76.439.

(e) If the contract is subject Lo CAS,
oosts must be allocated to the contract
pursuant to the Cost Accounting
Standards, To the extent that CAS is
applicable, the allocation of costs in
accordance with CAS takes precedence
over bthe allocation provisions in this
part.

§75.406 Applicable credits,

(a) Applicable credits refer to those
receipts or reduction-of-expenditure-
type transactions that offget or reduce
expense items allocable to the Federal
award as direct or indirect (FP&A) costs.
Examples of such trangsactions are:
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Purchase discounts, rebales or allow-
ances, recoveries or indemnities on
losses, insurance refunds or rebates,
and adjustments of overpayments or
erroneous charges. To the extent that
such oredits scoruing to or recelved by
the non-Federal entity relate to allow-
able costs, they must be credited Lo the
Federal award either as a cost reduc-
tion or cash refund, as appropriate.

(b) In some instances, the amounts
received from the Federal Government
to finance activities or service oper-
ations of the non-Federal entity should
be treated as applicable credits., Spe-
cifically, the concept of netting such
credit items (including any amounts
used to meet cost sharing or matching
requirements) must be recognized in
determining the rates or amounts to he
charged to the Federal award. (See
§§176.436 and 75.468, for areas of poten-
tial application in the matter of Fed-
eral financing of activities,)

§765.407 Prior written approval (prior
approval),

(a) Under any given Federal award,
the reasonableness and allocabiliby of
certain items of costs may be difficult
to determine, In order to avoid subse-
quent disallowance or dispute based on
unreasonableness or non-allocability,
the non-I'ederal entity may seek the
prior written approval of the cognizant
agenoy for indirect costs or the HHS
awarding agenoy in advance of the in-
ocurrence of special or unusual costs,
Prior wrilten approval should include
the timeframse or scope of the agree-
ment, The absence of prior written ap-
proval on any element of cost will not,
in 1tself, affeot the reasonableness or
allooability of that element, unless
prior approval is specifically required
for allowability as described under cer-
tain circumstances in the following
sections of this part:

(1) §76.201 Use of grant agreements:

(including fixed amount awards), coop-
erative agreements, and contracts,
paragraph (b)(b);

(2) §'76.308 Cost sharing or matching;

(3) §'76.307 Program income;

(4) §75.308 Revislon of budget and pro-
gram plans;

(6) §76.308 Period of performance and
avallability of funds;

(6) §75.318 Real property;

(7) §176,320 Bquipment;

(8) §76.368 Fixed amount subawards;

(9) §76.413 Direct costs, paragraph (o);

(10) §75.430 Compensgation—personal
services, paragraph (h);

(11) §75.431 Compensabion—fringe
benefits;

(12) §756.438 Entertainment costs;

(13) §176.439 BEguipment and other cap-
ital expenditures;

(14) §76.440 Exchange rates;

(16) §76.441 Fines, penalties, damages
and other gettlements;

(16) §75,442 Pund raising and invest-
ment management costs;

(17) §76.446 Goods or services for per-
sonal use;

(18) §76.447 Insurance and indem-
nification;

(19) §756.464 Memberships, subscrip-
tions, and professional activity -costs,
paragraph (c);

(20) §76.456 Organizabion costs;

(21) §76,466 Participant support costs;

(22) §76,468 Pre-award costs;

(28) §75.462 Rearrangement and recon-
vergion costs;

(24)" §75.467 - Selling and marketing
costs;

(96) §76.470 Taxes (including Value
Added Tax) paragraph (c); and

(26) §75.474 Travel costs,

(b) A request by a subreoipient for
prior approval will be addressed in
writing to the recipient, The recipient
will promptly review such request and
shall approve or disapprove the request
in writing. A recipient will not approve
any budget or project revision which is
inconsistent with the purpose or terms
and conditions of the Federal-award to
the reoipient, If the revision, requested
by the subrecipient would result in a
change to the reoiplent's approved
project which requires Federal prior
approval, the recipient will obtain the
HHS awarding agenoy’s approval before
approving the subrecipient’s request.

(c) For cost-reimbursement contracts
under the FAR, the recipient shall ob-
tain prior written approval in accord-
ance with FAR 52.244-2,

§76.408 Limitation on allowance of
costs,

The Federal award may be subject to
statutory requirements that limit the
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allowability of costs. When Lhe max-
imum amount allowable under a lmi-
tabion is less than the total amount de-
termined in accordance with the prin-
ciples in this part, the amount not re-
coverable under the Federal award may
not be charged to the Federal award.

§765.409 Special considerations,

In addition to the basic consider-
ations regarding the allowability of
costs highlighted in this subpart, cer-
tain seobions in this subpart describe
special oonsiderations and require-
ments applicable to states, local gov-
ernments, Indian tribes, and IHEs, In
addition, certain provisions among the
items of cost in this subpart are only
applioable to certain types of non-Fed-
eral entities, as specified in the fol-
lowing sections:

(a) Direct and Indirect (F&A) Costs
(§§'76.412 through 75.416);

(b) Speoial Considerations for States,
Local Governments and Indian Tribes
(§§'75.416 and 75.417); and

(c) Special Considerations for Insti-
tubions of Higher Bducation (§§75.418
and '716,419).

§75.410 Collection of unallowable
costs,

Payments made for costs determined
to be unsllowable by either the HHS
awarding agency, coghizant agency for
indirect costs, or pass-through entity,
either as direct or indirect costs, must
be refunded (including interest) to the
Federal Government in accordance
with instruotions from the Federal
agency that determined the costs are
unallowable unless Federal statute or
regulation directs otherwise. See also
subpart D of this part, §§76.300 through
76,309,

§76.411 Adjustment of previously ne-

gotiated indirect (F&A) cost rates

containing unallowable costs,

(a) Negotiated indirect (F&A) cost
rabes based on a proposal later found to
have included costs that:

(1) Are unallowable as specified by
Federal statutes, regulations or the
terms and oconditions of a Federal
award; or

(2) Are unallowable becauge they are
not allocable to the Federal award(s),
must be adjusted, or s refund must be

'

45 CFR Subtitle A (10-1-15 Edition)

made, in accordance with the require-
ments of this section, These adjust-
ments or refunds are designed to cor-
rect the proposals used to establish the
ratbes and do not constitute a reopening
of the rate negotiation. The adjust-
ments or refunds will be made regard-
less of the type of rate negotiated (pre-
determined, final, fixed, or provi-
sional).

(b) For rates covering a future fiscal
year of the non-Federal entity, the un-
allowable costs will be removed from
the indirect (F&A) oost pools and the
rates appropriately adjusted.

(¢) For rates covering a past period,
the Federal share of the unallowable
cogts will be computed for each year
involved and a oash refund (including
interest chargeable in accordance with
applicable regulations) will be made to
the Federal Government. If cash re-
funds are made for past periods covered
by provisional or fixed rates, appro-
priate adjustments will be made when
the rates are finalized to avoid dupli-
cate recovery of the unallowable costs
by the Federal Government,

(d) Por rates covering the ourrent pe-
riod, either & rate adjustment or a re-
fund, as desoribed in paragraphs (b) and
(o) of this section, must be required by
the cognizant agency for indirect costs.
The choice of method must be at the
digcretion of the cognizant agency for
indirect costy, based on its judgment as
to which method would be most prac-
tioal,

(e) The amount or proportion of unal-
lowable costs included in each year's
rate will be assumed to be the same as
the amount or proportion of unallow-
able costs included in the base year
proposal used to establish the rate,

DIRECT AND INDIRECT (F&A) CosTS

§76.412 Classification of costs.

There 18 no universal rule for
classifying certain ocosts as either di-
rect or indirect (F&A) under every ac-
counting system. A cost may be direct
with respect to some specific service or
function, but indirect with respect to
the Federal award or other final cost
objective, Therefore, it is essential
that each item of cost incurred for the
same purpose be treabed conslstently
in like circumstances either as a direct
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or an indirect (F&A) cost in order to
avoid possible double-charging of Fed-
eral awards, Guidelines for determining
direct and indirect (F&A) costs charged
to Federal awards are provided in this
subpart.

§75,413 Direct costs,

(a) General. Direct costs are those
costs that can be identified spscifically
with a particular final cost objective,
such a8 a Federal award, or other inter-
nally or externally funded activity, or
that oan be directly assigned to such
activities relatively easily with a high
degree of acouraocy, Costs inourred for
the same purpose in like circumstances
must be treated consistently as either
direct or indirect (F&A) costs. See also
§75,406.

(b) Application to Federal awards,
Idenlification with the Federal award
rabher than the nature of the goods and
gervices involved is the determining
factor in distinguishing direct from in-
direct (F&A) costs of Federal awards,
Typloal costs charged directly to a
Federal award are the compensation of
employees who work on that award,
their related fringe benefit costs, the
costs of matberials and other items of
expense Incurred for the Federal award.
If directly related to a speoific award,
cortain costs that otherwise would be
treated as indirect costs may also in-
clude extraordinary utility consump-
tion, the cost of materials supplied
from stock or services rendered by spe-
olalized facilities or other institutional
gervice operations,

(6) The salaries of administrative and
clerical staff should normally be treat-
ed as indiroct (F&A) oosts, Direct
charging of these costs may be appro-
priate only if all of the following condi-
tions are met:

(1) Administrative or clerical serv-

ices are integral to a project or activ-.

ity;

(2) Individuals involved can be spe-
cifically identified with the project or
activity; .

(3) Such costs are explioitly included
in the budget or have the prior written
approval of the Federal awarding agen-
cy; and

(4) The costs are not also recoversd
as indireot costs.

(8) Minor items. Any direot cost of
minor amount may be treated as an in-
direct (F'&A) cost for reasons of practi-
cality where such accounting treat-
ment for that item of cost is consist-
ently applied to all Federal and non-
Federal cost objectives,

(e) The costs of certain activities are
not allowable as charges to Federal
awards. However, even though these
costs are unallowable for purposes of
compubing charges to Federal awards,
they nonetheless must be treated as di-
rect costs for purposes of determining
indirect (F'&A) cost rates and be allo-
oated their equitable share of the non-
Federal entity’'s Indireot costs if they
represent activities which:

(1) Include the salaries of personnel,
© (2) Ocoupy spa.ce, and

(8) Bonefit from the non-Federal enti-
ty's indireot (F&A) costs,

(f) For nonprofit organizations, the
oosts of aoctivities performed by the
non-Federal entity primarily as a serv-
ice to members, clients, or the general
public when significant and necessary
to the non-Federal entity's mission
must be treated as direct costs whether
or not allowable, and be allocated an
equitable share of indirect (F&A) costs,
Some examples of these types of aotivi-
ties include:

(1) Maintenance of membership rolls,
subsoriptions, publications, and related
functions, See also §76.464.

(2) Providing services and informa-

tion to members, legislative or admin-
istrative bodies, or the public, See also
§§'75.464 and 76.450.

(8) Promotion, lobbying, and other
forms of public relations, See also
§§76.421 and 75,450,

(4) Conferences except those held to
conduct the general administration of
the non-Federal entity, See also
§'76.432,

(6) Maintenance, protection, and in-
vesbment of special funds not used in
operation of the non-Federal entity,
See also §76.442,

(6) Administration of group benefits
on behalf of members or clients, in-
cluding life and hospital insurance, an-
nuiby or retirement plans, and finan-
olal aid. Sse also §75,431,
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§75.414 Indirect (F&4) costs,

(a) Facilities and Administration Classi-
fication, For major IHEs and major
nonprofit organizations, indirect (F'&A)
costs must be classified within two
broad oategories: ‘‘Faoilities” and
“Administration,” ‘Facilities’’ is de-
fined as depreciation on bulldings,
equipment and oapital improvement,
interest on debt associated with cer-
tain buildings, equipment and oapital
improvements, and operations and
meaintenance expenses, ‘‘Administra-
tion" is defined as general administra-
tion and general expenses such as the
director’s office, acoounting, personnel
and all other types of expenditures not
listed specifically under one of the sub-
categories of ‘Facilities” (including
cross allocations from other pools,
where applicable). For nonprofit orga-
nizations, library expenses are included
in the “Administration” ocategory; for
institutions of higher education, they
are included in the “Facllities” oat-
egory., Major IHEs are defined as those
required to use the Standard Format
for Submission as noted in appendix III
to part 76.0. 11. Major nonprofit organi-
zations are those which receive movre
than $10 million dollars in direct Fed-
eral funding.

(b) Diversity of nonprofit organizations.
Because of the diverse characteristics
and accounting practioes of nonprofit
organizations, 1t is not possible to
speolfy the types of cost which may be
clagsified as indirect (F&A) cost in all
situgtions, Identification with a Fed-
eral award rather than the nabture of
the goods and services involved is the
determining factor in distinguishing
direot from indirect (F&A) ocosts of
Federal awards, However, typloal ex-
amples of indirect (F'&A) cost for many
nonprofit organizations may include
depreciation on buildings and equip-
ment, the costs of operating and main-

taining facilities, and general adminis-*

tration and general expenses, such as
the salaries and expenses of executive
offfcers, personnel administration, and
acoounting.

(c) Federal Agency Acceptance of Nego-
tiated Indirect Cost Rates. (See also
§76.306.)

(1) The negotiated rates must be ac-
cepted by all Federal awarding agen-
oies. An HHS awarding agency may use

v
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a rate different from the negotiated
rate for a class of Federal awards or a
single Federal award only when re-
quired by Federal statute or regula-
tion, or when approved by a Federal
awarding agenocy head or delegate
based on documented justification as
desoribed in paragraph (e)(3) of this
section,

(2) The HHS awarding agenoy head or
delegate must notify OMB of any ap-
proved deviations.

(8) The HHS awarding agency must
implement, and make publioly avail-
able, the policies, procedures and gen-

ceral deoision meking oriteria that

thelr programs will follow to geek and
justify deviations from negotiated
rates.

(4) As required under §75.203(c), the
HHS swarding agency must include in
the notice of funding opportunity the
policies relating to indirect cost rate
relmbursement, matching, or cost
share as approved, See glso appendix
1.0.2 and D.6 of this part. As appro-
priate, the HHS agency should incor-
porate discussion of these policles into
their outreach activities with non-Fed-
oral entities prior to the posting of a
notice of funding opportunity.

(d) Pass-through entities are subjeot
to the requirements in §76.362(a)(4).

(e) Requirements for development
and submission of indireot (I'&A) costb
rate proposals and cost allocation
plans are contained in gppendices III-
VII, and appendix IX as follows:

(1) Appendix ITII to Part 76—Indireot
(FP&A) Costs Identification and Assign-
ment, and Rate Determination for In-
stitutions of Higher Education (IHEs);

(2) Appendix IV to Part 75—Indirect
(F&A) Costs Identification and Assign-
ment, and Rate Determination for Non-
profit Organizations;
~(8) Appendix V to Part 75—State/
Local Government and Indlan Tribe-
Wide Central Service Cost Allocation
Plans;

(4) Appendix VI to Part 76—Public
Assistance Cost Allocation Plans;

(6) Appendix VII to Part T6—States
and Local Government and Indian
Tribe Indirect Cost Proposals; and

(6) Appendix IX to Part 75—Prin-
ciples for Determining Costs Applica-
ble to Research and Development
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Under Grants and Contracts with Hos-
pitals.

(f) In addition to the procedures out-
lined in the appendices in paragraph (e)
of this section, any non-Federal entity
that has never recelved a negotiated
indirect cosgt rate, except for those non-
Federal entities described in appendix
VII to part 76 (D)(1Xb) may elect to
charge a de minimis rate of 10% of
modified total direct ocosts (MTDOC)
which may be used indefinitely, As de-
geribed in §76.403, costs must be ocon-
sistently charged as either indirect or
direct costs, bul may not be double
charged or inconsistently charged as
both. If chosen, this methodology once
elected must be used consistently for
all Federal awards until such time ag a
non-Federal entity chooses to nego-
tiate for a rate, which the non-Federal
entity may apply to do at any time.

(g) Any non-Federal entity that has a
current federally negotiated indirect
oosb rate may apply for a one-time ex-
tension of the rates in that agreement
for a period of up to four years, This
extension will be subject to the review
and approval of the cognizant agency
for indirect costs. If an extension is
granted the non-Federal entity may
not request a rate review until the ex-
tension period ends. At the end of the
4-yoar oxtension, the non-Federal enti-
ty must re-apply to negotiate a rate.
Subsequent one-time extensions (up to
four years) are permitted if a renegoti-
ation is completed between each exten-
sion request.

§75.415 Required certifications,

Required cortifioations include:

(a) To assure that expenditures are
proper and in accordance with the
terms and conditions of the Federal
award and approved project budgets,
the annual and final fiscal reports or
vouchers requesting payment under the

agreements must include a oertifi--

oabion, signed by an official who is au-
thorized to legally bind the non-Fed-
eral entity, which reads as follows: “By
signing this report, I certify to the best
of my knowledge and belief that the re-
port is true, complete, and acourate,
and the expenditures, disbursements
and cash receipts are for the purposes
and objectives set forth in the terms
and conditions of the Federal award, I

am aware that any false, ficlitious, or
fraudulent information, or the omis-
sion of any material fact, may subject
me to criminal, civil or administrative
penalties for fraud, false statements,
false olaims or otherwise. (U.8, Code
Title 18, Section 1001 and Title 31, Sec-
tions 3729-3730 and 3801-3812),”

(b) Certification of cost allooation
plan or indirect (F&A) cost rate pro-
posal, Bach cost allocation plan or in-
direct (F&A) oost rate proposal must
comply with the following:

(1) A proposal to establish a coss$ allo-
ocation plan or an indirect (F&A) cost
rate, whether submitted to a Federal
cognizant agency for indirect costs or
maintained on file by the non-Federal
entity, must be certified by the non-
Federal entity using the Certificate of
Cost Allocation Plan or Certificate of
Indirect Costs as set forth in appen-
dices III through VII, and appendix IX,
The certificate must be signed on be-
half of the non-Federal entity by an in-
dividual at a level no lower than vice
president or chief financial officer of
the non-Federal entity that submits
the proposal,

(2) Unless the non-Federal entity has
elected the option under §75.414(f), the
Tederal Government may either dis-
allow all indirect (F&A) costs or uni-
laterally establish such a plan or rate
when the non-Federal entity fails to
submit a certified proposal for estab-
lishing such a plan or rate in aoccord-
ance with the requirements, Such a
plan or rate may be based upon audited
historical data or such other data that
have been furnished to the cognizant
agenoy for indirect costs and for which
it can be demonstrated that all unal-
lowable ocosts have been exocluded,
When a cost allocation plan or indirect
cost rate is unilaterally established by
the Federal Government because the
non-Federal entity failed to submit a
certified proposal, the plan or rate es-
tablished will be set to ensure that po-
tentially unallowable costs will not be
reimbursed,

(c) Certifications by non-profit orga-
nizations as appropriate that they did
not meet the definition of a major non-
profit organization as defined in
§76.414(n).

(d) See also §75.450 for another re-
quired certification.
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SPEOIAL CONSIDERATIONS TFOR STATES,
LOCAL CIOVERNMENTS AND INDIAN
TRIBES

§76.418 Cost allocation plans and indi-
rect cost proposals.

(a) For states, local governments and
Indian tribes, certain services, such as
motor pools, computer centers, pur-
chasing, accounting, etc., are provided
to operating agencles on a centralized
basis, Since Federal awards are per-
formed within the individual operating
agenoies, there needs to be a process
whereby these central service costs can
be identified and assigned to benefitted
actlvities on a reasonable and oon-
sistent basis. The central service cost
allocation plan provides that process,

(b) Individusl! operating agencies
(zgovernmental department or agenoy),
normally charge Federal awards for in-
direct costs through an indirect ocost
rate, A separate indirect cost rate(s)
proposal for each operating agenoy is
usually necessary to claim indirect
costs under Federal-awards. Indireot
oosts include:

(1) The indirect costs originating in
each department or agenoy of the gov-
ernmental unit carrying out Federal
awards; and

(2) The costs of central governmental
gervices distributed through the ocen-
tral service cost allocation plan and
not obherwise treated as direct costs,

(o) The requirements for development
and submission of cost allocation plans
(for central servioe costs and public ag-
glstance programs) and indirect cost
rate proposals are contained in appen-
dices IV, V and VI to this part.

§75.417 Interagenocy service,

The cost of services provided by one
agenoy to another within the govern-
mental unit may include allowable di-
rect costs of the service plus a pro-

rated share of indireot cosbs. A stand-

ard indirect cost allowance equal to
ten percent of the direct salary and
wage cost of providing the service (ex-
cluding overtime, shift premiums, and
fringe benefits) may be used in lieu of
determining the actual indirect ocosts
of the service. These services do not in-
clude centralized services included in
gentral service cost allocation plans as
described in appendix V to this part,
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SPECIAL CONSIDERATIONS FOR
INSTITUTIONS OF HIGHER EDUCATION

§76418 Costs incurred by states and
Jocal governments,

Costs incurred or paid by a state or
local government on behalf of its THEs
for fringe benefit programs, such as
pension costs and FICA and any other
costs specifically incurred on behalf of,
and in direct benefit to, the IHESs, are
allowable costs of such THEs whether
or not these costs ars recorded in the
accounting records of the institutions,
subject to the following:

(a) The costs meet the requirements
of §§76.402 through 76,411;

(b) The costs are properly supported
by approved cost allocation plans in ac-
cordance with applicable Federal cost
acocounting principles in this part; and

(c) The costs are not otherwise borne
directly or indirectly by the Federal
Government,

§76.419 Cost éccounting standards
and disclosure statement.

(a) ‘An IHE that receives aggregale
Federal awards totaling $50 million or
more in Federal awards subject to this
part in its most recently completed fis-
cal year must comply with the Cost
Accounting Standards Board's cost ac-
counting stendards located at 48 OFR
9906.601, 9905,602, 9906.606, and 9805.506,
CAS-covered contracts awarded to the
IHES are subject to the CAS require-
ments at 48 CFR parts 9900 through 9999
and 48 CFR part 30 (FAR part 30).

(b) Disclosure statement. An IHE that
receives aggregate Federal awards to-
taling $60 million or more subject to
this part during ils most recently com-
pleted fiscal year must disclose its cost
acocounting practices by filing a Disclo-
gure Statement (DS-2), which is repro-
duoed in appendix III to part 76, With
the approval of the cognizant agenoy
for indireot costs, an IHE may meet
the DS-2 submission by submitting the
DS-2 for each business unit that re-
ceived $60 million or more in Federal
awards,

(1) The DS8-2 must be submitted to
the cognizant agency for indirect costs
with a copy to the THE's cognizant
agency for audit.
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(2) An IHE is responsible for main-
taining an accurate DS-2 and com-
plying with disclosed cost accounting
practices. An IHE must file amend-
ments to the DS-2 to the cognizant
agency for indirect costs six months in
advance of a disclosed practice being
changed to comply with a new or modi-
fied stendard, or when a praotice is
ghanged for other reasons, An THE may
proceed with implementing the change
only if 1t hag not been notified by the
Federal cognizant agency for indirect
costs that either g longer period will be
needed for review or there are concerns
with the potential change within the
six months period. Amendments of g
DS-2 may be submitted at any time.
Resubmission of a complets, updated
DS-2 is discouraged except when there
aro extensive changes to disclosed
practioes,

(3) Cost and funding adjustments, Cost
adjustments must be made by the cog-
nizant agenocy for indirect costs if an
IHE {ails to comply with the cost poli-
oles in this part or fails to consistently
follow 1ts established or disclosed cost
acoounting practices when estimating,
accumulabing or reporting the costs of
Federal awards, and the aggregate cost
impaoct on Federal awards is material,
The oost adjustment must normally be
made on an aggregate basis for all af-
fected Federal awards through an ad-
justment of the IHE's future F&A costs
rates or other means considered appro-
priate by the cognizant agenocy for indi-
reot cosls, Under the terms of CAS cov-
ered contracts, adjustments in the
amount of funding provided may also
be required when the estimated pro-
posal costs were not determined in ac-
cordance with established ocost ac-
ocounting praotices,

4) Overpayments, Excess amounts
paid in the aggregate by the Federal

Government under Federal awards due:

to a noncompliant cost accounting
practice used to estimate, accumulate,
or report costs must be credited or re-
funded, as deemed appropriate by the
cognizant agenocy for indirect costs, In-
terest applioable to the excess amounts
paid in the aggregate during the period
of noncompliance must also be deter-
mined and oollected in accordance with
applicable HHS agency regulations,

§75.420

(6) Compliant cost accounting practice
changes. Changes from one compliant
cost accounting practice to another
ocompliant practice that are approved
by the cognizant agency for indirect
costs may require cost adjustments if
the change hag a malerial effect on
Federal awards and the changes are
deemed appropriate by the cognizant
agenoy for indirect costs.

(6) Responsibilities, The cognlzant
agency for indirect cost must:

(1) Determine ocost adjustments for
all Federal awards in the aggregate on
behalf of the Federal Government, Ac-
tions of the cognizant agency for indi-
reot cost in making cost adjustment
determinations must be ooordinated
with all affected HHS awarding agen-
cies to the extent necessary,

(11) Presoribe guidelines and establish
internal procedures to promptly deter-
mine on behalf of the Federal Govern-
ment that a DS-2 adequatbely discloses
the IHE's ocost accounting practices
and that the disoclosed practices are
compliant with applicable CAS and the
requirements of this part.

(111) Distribute to all affected Federal
awarding agenocies any D82 determina-
tion of adequacy or noncompliancs,

GENERAL PROVISIONS FOR SELECTED
IraMs OF CosT

§76.420 Considerations
items of cost,

This section provides principles to be
applied in establishing the allowability
of certain items involved in deter-

for selected

"mining cost, in addition to the require-

ments of §§76,402 through 76.411, Thess
principles apply whether or not a par-
tioular item of cost is properly treated
as dirveot cost or indirect (F&A) cost.
Fallure to mention a particular item of
cost is not intended to imply that it is
either allowable or unallowable; rath-
or, determination as to allowability in
each onse should be based on the treat-
ment provided for gimilar or related
items of cosb, and based on the prin-
ciples described in §§75.402 through
75.411. In case of a discrepancy between
the provisions of a specific Federal
award and the provisions below, the
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Federal award governs, Criteria out-
lined in §76.403 must be applied in de-
termining allowability, See also
§76.102.

§75.421 Advertising and public vela-
tions,

() The term advertising costs means
the costs of advertising media and ocor-
ollary administrative costs, Adver-
tiging media include magazines, news-
papers, radio and television, direct
mail, exhibits, electronic or computer
transmittals, and the like,

(b) The only allowable advertising
costs are those which are solely for:

(1) The reoruitment of personnsl re-
quired by the non-Federal entity for
performance of a Federal award (See
algo §'76,468);

(2) The procurement of goods and
services for the performance of a Fed-
eral award; .

(3) The disposal of scrap or surplus
matberials acquired in the performance
of a PFederal award except when non-
Federal entities are reimbursed for dis-
posal costs at a predetermined amount;
or

(4) Program oubreach and other spe-
cific purposes necessary to meet the re-
quirements of the Federal award.

(¢) The term ‘“‘public relations” in-
cludes community relations and means
those activities dedicated to maintain-
ing the image of the non-Federal entity
or maintaining or promoting under-
standing and favorable relations with
the community or public at large or
any segment of the public.

(d) The only allowable public rela-
tions costs are:

(1) Costs specifically required by the
Federal award,;

(2) Costs of communicating with the
public and press pertaining to specific
activities or accomplishments which

result from performance of the Federal

award (these costs are considered nec-
essary as part of the outlreach effort for
the Federal award); or

(3) Oosts of conduoting general liai-
son with news media and government
public relations officers, to the extent
that such activities are limited to com-
munication and liaison necessary to
keep the public informed on matters of
public concern, such as notices of fund-

’
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irég opportunities, financial matters,
eto,

(o) Unallowable advertising and pub-
Ho relations costs include the fol-
lowing:

(1) All adverbising and public rela-
tions costs other than as specified in
paragraphs (b) and (d) of this section;

(2) Costs of meetings, conventions,
convocations, or other events related
to other gotivities of the entity (see
algo §75.482), including:

(1) Coslis of displays, demonstrations,
and exhibits;

(i1) Costs of meeting rooms, hospi-
tality sultes, and other speoial faoili-
ties used in conjunotion with shows
and other special events; and

(ii1) Salaries and wages of employess
engaged in setting up and displaying
exhibits, making demonstrations, and
providing briefings;

(8) Costs of promotional items and
memorabilia, including models, gifts,
and souvenirs;

(4) Costs of advertising and public re-
lations designed solely to promote the
non-Federal entity,

§76.422 Advisory councils,

Oosts incurred by advisory ocouncils
or committees are unallowable unless
authorized by statute, the HHS award-
ing agency or as an indirect cost where
alloocable {o Federal awards. See
§76.444, applicable to states, local gov-
ernments and Indian tribes,

§75.428 Alcoholio heverages,

Costs of alooholic beverages are unal-
lowable,

§76,424 Alumni/ae activities,

Costs incurred by IHHs for, or in sup-
port of, alumni/ae activities are unal-
lowable,

§75.426 Audit services.

(a) A reasonably proportionate share
of the costs of audits required by, and
performed in accordance with, the Sin-
gle Audit Act Amendments of 1996 (31
U.8.0. 7601-7507), as implemented by re-
quirements of this part, are allowable,

‘However, the following audit costs are

ungllowable:

(1) Any costs when audits required by
the Single Audit Act and subpart F of
this part—have not been conducted or
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have been conduocled but not in accord-
anoce therewith; and

(2) Any oosts of auditing a non-Fed-
eral entity that is exempted from hav-
ing an audit conducted under the Sin-
gle Audit Act and subpart F of this
part because its expendibures under
Federal awards are less than $760,000
during the non-Federal entity's fisoal
year,

(b) The costs of a financial statement
audit of u non-Federal entity that does
not currently have a Federal award
may be included in the indireot cost
pool for a oost allocation plan or indi-
rect oost proposal.

(o) Pass-through entities may charge
Federal awards for the cost of agreed-
upon-procedures engagements to mon-
itor subrecipients (in accordance with
subpart D of this part, §§75,361 through
76.363) which are exempted from the re-
quirements of the Single Audit Act and
subpart B of this part, This cost is al-
lowable only if the agreed-upon-proce-
dures engagements are:

(1) COonduoted in acoordance with
GAGARS attestation standards;

(2) Paid for and arranged by the pass-
through entity; and

(8) Limited in scope to one or more of
the following types of compliance re-
quirements; activities allowed or
unallowed; allowable costs/cost prin-
ciples; eligibility; and reporting.

§76.426 Bad debts.

Bad debts (debts which have been de-
termined to be uncollectable), includ-
ing losses (whether aoctual or esti-
mated) arising from unocolleotable ao-
counts and other claims, are unallow-
able, Related collection costs, and re-
lated legal costs, arising from such
debts after they have been determined
to be uncollectable are also unallow-
able, See also §75.428,

§76.427 Bonding costs,

(a) Bonding costs arise when the HHS
awarding agency requires assurance
agalnst finanocial loss to itself or others
by reason of the act or default of the
non-Federal entity, They arise also in
instances where the non-Federal entity
requires similar assurance, including:
Bonds as bid, performance, payment,
advance payment, infringement, and fi-

delity bonds for employees and offi-
clals.

(b) Costs of bonding required pursu-
ant to the terms and conditions of the
Pederal award are allowable,

(o) Costis of bonding required by the
non-Federal entity in the general con-
duct of its operations are allowabls as
an indirect cost to the extent that such
bonding is in accordance with sound
business practios and the rates and pre-
miums are reasonable under the cir-
cumstances,

§76,428 Collections of improper pay-
ments,

The costs Incurred by a non-Federal
entity to recover improper payments
are allowable as either direct or indi-
rect costs, as appropriate. Amounts
collected may be used by the non-Fed-
eral entity in accordance with cash
management standards set forth in
§176.305,

§76.429 Commencement and convoca-
tion costs,

For IHES, costs Inourred for com-
mencements and convooations are un-
allowable, except as provided for in ap-
pendix IIL.B.9, as student aotivity
costs, ‘

§76.480 Compensation—personal serv-
ices,

(a) General, Compensation for per-
sonal services includes all remunera-
tion, paid ourrently or acorued, for
services of employees rendered during
the period of performence under the
Federal award, including but nol nec-
essarily limited to wages and salaries.
Compensation for personal services
may also inoclude fringe benefits whioch
are addressed in §75.431, Costs of com-
pensation are allowable to the extent
that they satisfy the specific require-
ments of this part, and that the total
compensation for individual employ-
oes:

(1) Is reasonable for the services ren-
dered and conforms to the established
written pollicy of the non-Federal enti-
ty consistently applied to both Federal
and non-Federal activities;

(2) Follows an appointment made in
accordance with a non-Federal entity's
laws and/or rules or written policies
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and meets the requirements of Federal
statute, where applicable; and

(8) Is determined and supported as
provided in paragraph (i) of this sec-
tion, when applicable.

(b) Reasonableness, Compensation for
employees engaged in work on Federal
awards will be considered reasonable to
the extent that it is consistent with
that paid for similar work in other ac-
tivities of the non-Federal entity, In
oages where the kinds of employees re-
quired for Federal awards are not found
in the other activities of the non-Fed-
eral entity, compensation will be con-
sidered reasonable to the extent that it
is comparable to that paid for similar
work in the labor market in which the
non-Federal entity competes for the
kind of employeses involved,

(o) Professional activities outside the
non-Federal entity, Unless an arrange-
ment is speocifically authorized by an
HHS awarding agency, a non-Federal
entity must follow its written non-Fed-
eral entity-wide policies and practices
concerning the permissible extent of
professional services that can be pro-
vided outside the non-Federal entity
for non-organizational compensation,
Where such non-Federal entity-wide
written policies do not exist or do not
adequately define the permissible ex-
tent of consulting or other non-organi-
zational activities undertaken for
extra outside pay, the Federal Govern-
ment may require that the effort of
professional staff working on Federal
awards be allocated between:

(1) Non-Federal entity activities, and

(2) Non-organizational professional
activities, If the HHS awarding agenoy
considers the extent of non-organiza-

-tional professional effort excessive or
inconsistent with the conflicts-of-in-
toresi terms and conditions of the Fed-
eral award, appropriate arrangements

governing compensation will be nego-

tiated on a case-by-oase basis.

(d) Unallowable costs, (1) Costs which
are unallowable under other sections of
these principles must not be allowable
under this section solely on the basis
that they oonstitute personnel com-
pensatbion.

(2) The allowable compensabion for
certain employees is subjeot to a cell-
ing in accordance with statute. For the
amount of the celiling for cost-reim-

’

45 CFR Subtitle A (10-1-15 Edltion)

bursement contraots, the covered com-
pensation subject to the ceiling, the
covered employees, and other relevant
provisions, see 10 U.S,0. 2324(e)(1)(P),
and 41 U.S.C, 1127 and 4304(a)(16). For
other types of Federal awards, other
statutory ceilings may apply.

(e) Special considerations, Special con-
siderations in determining allowability
of compensation will be given to any
change in a non-Federal entity's com-
pensation polioy resulting in s substan-
tial inorease in its employees' level of
compensation (particularly when the
change was conourrent with an in-
orease in the ratio of Federal awards to
other activities) or any change in the
treatment of allowability of specific
types of compensation due to ohanges
in Federal policy,

(f) Incentive compensation. Incentive
compensation to employees based on
cost reduction, or efficient perform-
anoce, suggestion awards, safety awards,
eto,, is allowable to the extent that the
overall compensation i1s determined to
be reasonable and such costs are paid
or accrued pursuant to an agreement
entered into in good faith between the
non-Federal entity and the employees
before the services were rendered, or
pursuant to an established plan fol-
lowed hy fthe non-Federal entity so
consistently as to imply, in effect, an
agresment to malke such payment,

(8) Nonprofit organtzations, For com-
pensatbion to members of nonprofit or-
ganizations, trustees, directors, assooci-
ates, officers, or the immediate fami-
lies thereof, determination must be
made that such compensation is rea-
sonable for the actual personal services
rendered rather than a distribution of
earnings in excess of costs. This may
include director’s and executive com-
mittee member’s fees, incentive
awards, allowances for off-site pay, in-
centive pay, location allowances, hard-
ship pay, and oost-of-living differen-
tials.

(h) Institutions of higher education
(IHEs)., (1) Certain conditions require
gpecial consideration and possible limi-
tations in determining allowable per-
gonnel compensation costs under Fed-
eral awards, Among such conditions
are the following:

(1) Allowable acbivities. Charges to
Federal awards may include reasonable
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amounts for activities contributing
and directly related to work under an
agreement, such as dellvering special
lsotures about specific aspects of the
ongoing activity, writing reports and
articles, developing and maintaining
protoools (human, animals, etc.), man-
aging substances/chemicals, managing
and securing project-specific data, co-
ordinating research subjeots, partici-
pating in appropriate seminars, con-
sulting with colleagues and graduate
students, and attending mestings and
conferences,

(11) Inocidental activities, Inoidental
activities for which supplemsntal com-
pensation is allowable under written
institutional policy (at a rate not to
exceed ingbitutional base salary) need
not be included in the records described
in paragraph (i) of this seotion to di-
reotly charge payments of incidental
activities, such aoctivities must elther
be specifically provided for in the Fed-
eral award budget or receive prior writ-
ten approval by the HHS awarding
agency.

(2) Salary basis, Charges for work per-
formed on Federal awards by faculty
members during the academic year are
allowable at the IBS rate, Except as
noted in paragraph (h)(1)(11) of this sec-
tion, in no event will charges to Fed-
eral awards, irvespective of the basis of
computation, exceed the proportionate
share of the IBS for that period. This
principle applies to all members of fac-
ulty at an institution, IBS is defined as
the annual compensation paid by an
THE for an individusl’'s appointment,
whether that individual’s time is spent
on research, instruction, administra-
tion, or other activities, IBS exoludes
any incomse that an individual earns
outside of duties performed for the
IHE, Unless there {8 prior approval by
the HHS awarding agenacy, charges of a
faculty member's salary to a Federal

award must not exoeed the propor-

tionate share of the IBS for the period
during which the faculty member
worked on the award,

8y Imira-Insiitution of Higher Edu-
cation (IHE) consulting. Intra-IHE con-
sulting by faculby is assumed to be un-
dertaken as an THE obligation requir-
ing no compensabion in addition to
IBS. However, in unusual cases where
oconsultation is across departmental

lines or involves u sBeparate or remote
operation, and the work performed by
the faculty member is in addition to
his or her regular responsibilities, any
charges for such work representing ad-
ditional compensation above IBS are
allowable provided that such con-
sulting arrangements are specifically
provided for in the Federal award or
approved in writing by the HHS award-
ing agency.

(4) Bxtra Service Pay normally rep-
resents overload compensation, subject
to institutional compensation policies
for services above and beyond IBS.
Where extra service pay is a result of
Intra-THE consulting, it is subject to
the same requirements of paragraph (b)
above, It is allowable if all of the fol-
lowing conditions are met:

(1) The non-Federal entity estab-
lishes consistent written polioies which
apply uniformly to all faculty mem-
bers, not just those working on Federal
awards,

(11) The non-Federal entity estab-
lishes a consistent written definition of
work covered by IBS which is specific
enough to ‘determine conclusively when
work beyond that level has ocourred.
This may be described in appointment
letters or other documentations,

(1i1) The supplementation amount
paid is oommensurate with .the IBS
rate of pay and the amount of addi-
tional work performed, See paragraph
(h)(2) of this section.

(iv) The salaries, as supplemented,
fall within the salary structure and
pay ranges established by and docu-
mented in writing or otherwise applica-
ble to the non-Federal entity.

(v) The total salaries charged to Fed-
eral awards including extra service pay
are subjeot to the Standards of Doou-
mentation ag desoribed in paragraph (1)
of this section.

() Pertods oulside the academic year.
(1) Bxoept as specified for teaching ac-
tivity in paragraph (h)(6)(11) of this sec-
tion, oharges for work performed by
faculty members on Federal awards
during periods not included in the base
salary period will be at a rate not in
excess of the IBS,

(i1) Charges for teaching aotivities
performed by faculty members on Fed-
eral awards during periods not included
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in IBS period will be based on the nor-
mal written policy of the IHE gov-
erning compensation to faculty mem-
bers for teaching assignments during
such periods.

(6) Part-time faculty. Charges for work
performed on Federal awards by fac-
ulty members having only part-time
appointments will be determined at a
rate not in excess of that regularly
paid for part-time assignments.

(7) Sabbatical leave costs. Rules for
sabbatical leave are as follow:

(1) Costs of leaves of absence by em-
ployees for performance of graduate
work or sabbatical study, travel, or re-
gearch are allowable provided the IHE
has g uniform written policy on sab-
batical leave for persons engaged in in-
struction and persons engaged in re-
search, Such costs will be allocated on
an equitable basis among all related
activities of the IHE,

(i) Where sabbatical leave is in-
cluded in fringe benefits for which a
cost is determined for assessment as a
direct charge, the aggregate amount of
such agsessments applicable to all
worlk of the institution during the base
period must be reasonable in relation
to the IHE's actual experlence under
its sabbatical leave policy.

(8) Salary rates for non-faculty mem-
bers. Non-faculty full-time professional
personnel may also earn ‘‘extra service
pay" in accordance with the non-Fed-
eral entity’s written policy and con-
sistent with paragraph (h)(1)(3) of this
section.

) Standards for documentation of per-
sonnel expenses, (1) Charges to Federal
awards for salaries and wages must be
based on records that aoccurately re-
flect the work performed, These
records must:

) Be supported by a system of inter-
nal control which provides reasonable
assurance bhat the charges are aoccu-

rate, allowable, and properly allocated;'

(i1) Be incorporated into the official
records of the non-Federal entity;

(i11) Reasonably reflect the total ac-
tivity for which the employee 18 com-
pensated by the non-Federal entbity,
not exceeding 100% of compensated ac-
tivities (for THE, this per the THE's def-
inition of IBS);

@dv) Encompass both federally as-
gisted and all other activities com-

i
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pensated by the non-Federal entity on
an integrated basis, bubt may include
the use of subsidiary records as defined
in the non-Federal entity’s written pol-
icy;

(v) Comply with the established ac-
counting pollcies and practices of the
non-Federal entity (See paragraph
(h)(1)(i1) of this section for treatment
of incidental work for THEs.); and

(vi) [Reserved] '

(vii) Bupport the distribution of the
employee's salary or wages among spe-
oific activities or cost objectives if the
employee works on more than one Fed-
eral award; a Federal award and non-
Federal award; an indirect cost actlv-
ity and a direct cost activity; two or
more indirect activities which are allo-
ocated using different allocation bases;
or an unallowable activity and a direct
or indireot cost activity.

(vill) Budget estimates (f.e., esti-
mates determined before the services
are performed) alone do not gualify as
support for charges to Federal awards,
but may be used for interim accounting
purposes, provided that:

(A)-The system for establishing the
estimates produces reasonable approxi-
mations of the activity actually per-
formed;

(B) Significant changes in the cor-
responding work activity (as defined by
the non-Federal enbtity’s written poli-
oleg) are identified and entered into the
records in a timely manner, Short term
(such as one or two months) fluotua-
tion between workload categories need
not be considered as long as the dis-
tribution of salaries and wages is rea-
sonable over the longer term; and

(C) The non-Federal entity’s system
of internal controls includes processes
to review after-the-fact interim
charges made to a Federal awards
baged on budgeb estimates, All nec-
essary adjustment must be made such
that the final amount charged to the
Tederal award is accurvate, allowabls,
and properly allocated,

(ix) Because practices vary as to the
acbivity constituting a full workload
(for IHEs, IBS), records may reflect
categories of activities expressed as a
percentage distribution of total activi-
tles.

() It is recognized that teaching, re-
search, service, and administration are
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often inextricably intermingled in an
academic setting, When recording sala-
ries and wages ocharged to Federal
awards for THEs, a precise assessment
of factors that contribute to costs is
therefore not always feasible, nor is it
expected,

(2) For records which meet the stand-
ards required in paragraph (1)(1) of this
gection, the non-Federal entity will not
be required to provide additional sup-
port or documentation for the work
performed, other than that referenced
in paragraph (1)(8) of this section,

(3) In accordance with Department of
Labor regulations implementing the
Fair Labor Standards Aot (FLSA) (29
CFR part 516), charges for the salarles
and wages of nonexempt erployees, in
addition to the supporting documenta-
tion desoribed in this section, must
also be supported by records indicating
the total number of hours worked each
day.

(4) Salaries and wages of employees
used in mesting cost sharing or match-
ing requirements on Federal awards
must be supported in the same manner
as salaries and wages olaimed for reim-
bursement from Federal awards,

(b) For states, locel governments and
Indian tribes, substitute proocesses or
systems for allocating salaries and
wages to Federal awards may be used
in place of or in addition to the records
described in paragraph (1)(1) of this sec-
tion if approved by the cognizant agen-
oy for indireot cost, Such systems may
inolude, but are not limited to, random
moment sampling, ‘“rolling”’ time stud-
ies, case counts, or other quantifiable
meagures of work performed.

(1) Substitute systems which use
sampling methods (primarily for Tem-
porary Assistance for Needy Families
(TANF), the Supplemental Nutrition
Assistance Program (SNAP), Medicald,

and other public assistance programs):

must meet acceptable statistioal sam-
pling standards including:

(A) The sampling universe must in-
oclude all of the employees whose sala-
ries and wages are fto be allocated
based on sample results except as pro-
vided in paragraph (1)(5)(111) of this sec-
tion;

(B) 'The entire time period involved
must be covered by the sample; and

(C) The results must he statistically
valid and applied to the period being
sampled,

(i1) Allocating charges for the sam-
pled employees’ supervisors, clerical
and support staffs, based on the results
of the sampled employees, will be ac-
ceptable.

(ii1) Less than full compliance with
the statistical sampling standards
noted in paragraph (1)(6)(1) of this sec-
tion may be accepted by the cognizant
agency for indirect costs if it concludes
that the amounts to be allocated to
Federal awards will be minimal, or if it
conoludes that the system proposed by
the non-Federal entity will result in
lower costs to Federal awards than a
system which complies with the stand-
ards.

(6) Oognizant agencies for indirect
oosts are encouraged to approve alter-
native proposals based on outcomes
and milestones for program perform-
ance where these are clearly docu-
mented. Where approved by the Federal
cognizant agency for indireot ocosts,
these-plans are acceptable as an alter-
native to the requirements of para-
graph (1)(1) of this section,

(7) For Federal awards of similar pur-
pose actlvity or instances of approved
blended funding, a non-Federal entity
may submit performance plans that in-
corporate funds from multiple Federal
awards and account for their combined
use based on performance-oriented
metrics, provided that suoh plans are
approved in advance by all involved
HHS awarding agencies. In these in-
stances, the non-Federal entity must
submit a request for waiver of the re-
quirements based on documentation
that describes the method of charging
costs, relates the charging of costs to
the specific activity that is applicable
to- all fund sources, and is based on
gquantifiable measures of the activity
in relation to time charged,

(8) For a non-Federal entity where
the records do not meet the standards
described in this section, the Federal
Government may require personnel ac-
tivity reports, including prescribed cer-
tiflcations, or equivalent documenta-
tion that support the records as re-
quired in this section,
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§75.§31 Compensation—fringe  bene-
its,

(a) Fringe benefits are allowances
and services provided by employers to
their employees as compensation in ad-
dition to regular salaries and wages,
Fringe benefits include, but are not
limited to, the costs of leave (vacation,
family-related, sick or military), em-
ployee insurance, pensions, and unem-
ployment benefit plans, Except ag pro-
vided elsewhere in these principles, the
oosts of fringe benefits are allowable
provided that the benefits are reason-
able and are required by law, non-Fed-
eral entity-employee agresment, or an
established policy of the non-Federal
entity.

(b) Leave. The cost of fringe benefits
in the form of regular compensation
paid to employees during periods of au-
thorized absences from the job, such as
for annual leave, family-related leave,
sick leave, holidays, court leave, mili-
tary leave, administrative leave, and
other similar benefits, are allowable if
all of the following oriteria are met:

(1) They are provided under esbtab-
ligshed written leave policies;

(2) The costs are equitably allocated
to all related activities, including Fed-
eral awards; and,

(3) The accounting basis (cash or ac-
orual) selected for costing each type of
leave is consistently followed by the
non-Federal entity or specified group-
ing of employees.

(1) When g non-Federal entity uses
the cash basis of accounting, the cost
of leave is recognized in the period that
the leave is taken and pald for, Pay-
ments for unused leave when an em-
ployee retires or terminates employ-
ment are allowable in the year of pay-
ment.,

(1) The accrual basis may be only
used for those types of leave for which
5 liability as defined by GAAP exlsts

when the leave is earned. When & non-'

Tederal entity uses the accrual basis of
gocounting, allowable leave costs are
the lesser of the amount acorued or
funded,

(0) The cost of fringe benefits in the
form of employer contributions or ex-
penses for social seourity; employee
life, health, unemployment, and work-
er's compensation insurance (except as
indicated in §75.447); pension plan costs

'
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(see paragraph (1) of this section); and
other similar benefits are allowable,
provided such benefits are granted
under established written policies,
Such benefits, must be allocated to
Federal awards and all other activities
in a manner consistent with the pat-
tern of benefits attributable to the in-
dividuals or group(s) of employees
whose salaries and wages are charge-
able to such Federal awards and other
activities, and charged as direct or in-
direct costs in accordance with the
non-Federal entity’s accounting praoc-
tices.

(@) Fringe benefits may be assigned
to cost objectives by identifying spe-
oific benefits to specific individual em-
ployees or by allocating on the basis of
entity-wide salaries and wages of the
employees recelving the benefits, When
the allocation method is used, separate
allooations must he made to selective
groupings of employees, unless the
non-Federal entity demonstrates that
costs in relationship to salaries and
wages do not differ significantly for
different groups of employees.

() "Insurance. See also §75.447(d)(1)
and (2).

(1) Provisions for a reserve under a
gelf-insurance program for unemploy-
ment compensation or workers’ com-
pensation are allowable to the extent
that the provisions represent reason-
able estimates of the liabilities for
such compensation, and the types of
ooverage, extent of coverage, and rates
and premiums would have been allow-

"able had insurance bsen purchased to

cover the risks, However, provisions for
self-insured llabilities which do not be-
come payable for more than one year
after the provision is made must not
oxceod the present value of the liabil-
ity.

(2) Costs of insurance on the lives of
trustees, officers, or other employees
holding positions of similar responsi-
bility are allowable only to the extent
that the insurance represents addi-
tional compensation, The costs of such
insurance when the non-Federal entity
is named as beneficiary are umnallow-
able,

(8) Actual claims paid to or on behalf
of employees or former employees for
workers' compensation, unemployment
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compensation, severance pay, and simi-
lar employee benefits (e.g,, post-retire-
ment health benefits), are allowable in
the year of payment provided that the
non-Federal entity follows a consistent
costing policy.

() Automobdiles, That portion of auto-
mobile costs furnished by the entity
that relates to personal use by employ-
ses (including transportation to and
from work) is unallowable as fringe
benefit or indirect (P&A) costs regard-
less of whether the cost is reported as
taxable income to the employees.

(g) Pension plan costs. Pension plan
costs which are incurred in accordance
with the established policies of the
non-FPederal entity are allowablse, pro-
vided that:

(1) Buch policies meet the test of rea-
sonableness,

(2) The methods of cost allocation are
not disoriminatory,

(3) For entities using accrual based
accounting, the cost assigned to each
fiscal year is determined in accordance
with GAAP,

(4) The costs agsigned to a given fis-
cal year are funded for all plan partici-
pants within six months after the end
of that year. However, increases to nor-
mal and past service pension oosts
caused by @ delay in funding the actu-
arial liability beyond 80 calendar days
after each quarter of the year to which
such costs are assignable are unallow-
able. Non-Federal entity may elect to
follow the “‘Cost Accounting Standard
for Composition and Measurement of
Pension Costs’ (48 OFR 9904.412),

(6) Pension plan termination insur-
ance premiums pald pursuant to the
Employee Retirement Income Security
Aot (ERISA) of 1974 (20 U,S.0, 1301-1481)
are allowable., Late payment charges
on such premiums are unallowable, Ex-
cise taxes on accumulated funding defi-

clencies and other penalties imposed

under ERISA are unallowable,

(6) Ponsion plan costs may be com-
puted using a pay-as-you-go method or
an acoceptable actuarial cost method in
accordance wibth established written
policies of the non-Federal entity.

(i) For pension plans financed on a
pay-as-you-go method, allowabls costs
will be limited to those representing
actual payments to retiress or their
beneficiaries,

(11) Pension costs caloulated using an
actuarial cogt-based method recognized
by GAAP are allowable for a given fis-
cal year if they are funded for that
year within six months after the end of
that year. Costs funded after the six
month period (or a later period agreed
to by the cognizant agency for indirect
costs) are allowable in the year funded.
The cognizant agency for indirect costs
may agree to an extension of the six
month period if an appropriate adjust-
ment is made to compensate for the
timing of the charges to the Federal
Government' and related Federal reim-
bursement and the non-Federal enti-
ty’s ocontribution to the pension fund.
Adjustments may be made by ocash ro-
fund or other equitable procedures to
compensate the Federal Government
for the time value of Federal reim-
bursements in excess of contributions
to the pension fund,

(111) Amounts funded by the non-Fed-
eral entity in excess of the actuarially
determined amount for a fiscal year
may be used as the non-Federal enti-
ty's oontribution in future periods,

(Iv)' When a non-Federal entity con-
verts to an acoeptable actuarial cost
method, as defined by GAAP, and funds
pension oosts in accordance with this
method, the unfunded liability at the
time of conversion is allowable if am-
ortized over a period of years in accord-
ance with GAAP,

(v) The Federal Government must re-
celve an equitable share of any pre-
viously allowed pension costs (includ-
ing earnings thereon) whioh revert or
inure to the non-Federal entity in the
form of a refund, withdrawal, or other
oredit,

(h) Post-retirement health. Post-retire-
ment health plans (PRHP) refers to
costs of health insurance or health
services not inoluded in e pension plan
covered by paragraph (g) of this seotion
for retirees and their spouses, depend-
ents, and survivors. PRHP costs may
be computed using a pay-as-you-go
mebhod or an acceptable actuarial cost
method in accordance with established
written policies of the non-Federal en-
tiby.

(1) For PRHP f{inanced on a pay-as-
you-go method, allowable costs will be
limited to those representing actual
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payments to retirees or thelr bene-
ficiaries,

(2) PRHP costs oaloulated using an
actuarial cost method recognized by
GAAP are allowable if they are funded
for that year within six months after
the end of that year, Costs funded after
the six month period (or a later period
agreed to by the cognizant agenocy) are
allowable in the year funded, The Fed-
eral cognizant agency for indirect costs
may agree to an extension of the six
month period if an appropriate adjust-
ment is made to compensabte for the
timing of the charges to the Federal
Government and related Federal reim-
bursements and the non-Federal enii-
ty's contributions to the PRHP fund.
Adjustments may be made by cash re-
fund, reduction in current year's PRHP
costs, or other equitable procedures to
compensabte the Federal Government
for the time value of Federal reim-
bursements in excess of contributions
to the PRHP fund,

(8) Amounts funded in excess of the
acbuarially determined amount for a
fiscal year may be used as the Federal
Government's contribution in a future
period,

(4) When @ non-Federal entity ocon-
verts to an acceptable acluarial cost
moethod and funds PRHP costs in ac-
cordance with this method, the initial
unfunded lability attributable to prior
years is allowable if amortized over a
period of years in accordance with
GAAP, or, if no such GAAP period ex-
ists, over & period negotiated with the
cognizant agency for indireot costs.

(6) To be allowable in the ourrent
year, the PRHP costs must be pald ei-
ther to!

(1) An insurer or other bensefit pro-
yider as ourrent year ocosts or pre-
miums, or

(11) An insurer or trustee to maintain
g Lrust fund or reserve for the sole pur-

pose of providing post-retirement bene-:

fits to retirees and other henefioiaries,

(8) The Federal Government must re-
ceive an equitable share of any
amounts of previously allowed post-re-
tirement benefit costs (including earn-
ings thereon) which revert or inure to
the non-Federal entity in the form of a
refund, withdrawal, or other credit.

(1) Severance pay. (1) Severance pay,
also commonly referred to as dismissal

’
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wages, 18 a payment in addition to reg-
ular salarieg and wages, by non-Federal
entities to workers whose employment
i8 being terminated. Costs of severance
pay are allowable only to the extent
that in each case, it is required by law,
employer-employee agreement, estab-
lished policy that constitutes; in effect,
an implied agreement on the non-Fed-
eral entity’s part, or circumstances of
the particular employment.

(2) Costs of severance payments are
divided into two ocategories as follows:

(1) Actual normal turnover severance
payments must be allocated to all ac-
tivities; or, where the non-Federal en-
tity provides for a reserve for normal
severances, such method will be ac-
cepbable if the charge to ourrent oper-
ations is reasonable in light of pay-
ments aotually made for normal
geverances over a repregentative past
period, and if amounts charged are al-
located to all activities of the non-Fed-
eral entity.

(11) Measurement of costs of abnor-
mal or mags severance pay by means of
an accrual will not achleve equity to
both -parties, . Thus, accruals for this
purpose are not allowable., However,
the Federal Government recognizes its
obligation to participate, to the extent
of its fair share, in any specific pay-
ment, Prior approval by the Federal
awarding agenoy or cognizant agenocy
for indirect cost, as appropriate, is re-
quired,

(8) Costs inourred in certain sever-
anoe pay packages which are in an
amount in excess of the normal sever-
ance pay paid by the non-Federal enti-
ty to an employee upon termination of
employment and are paid to the em-
ployee contingent upon a change in
management control over, or owner-
ship of, the non-Federal entity’s assets,
are unallowable,

(4) Severance payments to foreign na-
tionals employed by the non-Federal
entity outside the United States, to
the extent that the amount exceeds the
ocustomary or prevailing practices for
the non-Federal entity in the Unilted
Stabes, are unallowable, unless they
are necessary for the performance of
Federal programs and approved by the
HHS awarding agenocy.

(6) Severance payments to foreign na-
tionals employed by the non-Federal
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entity outside the United States due to
the termination of the foreign national
a8 a result of the closing of, or curtall-
ment of activities by, the non-Federal
entity in that country, are unallow-
able, unless they are necessary for the
performance of Federal programs and
approved by the HHS awarding agency.

(H(Q) For IHEs only. Fringe benefits in
the form of tuition or remission of tuil-
tion for individual employees are al-
lowable, provided such benefits are
granted in acocordance with established
non-Federal entity policies, and are
distributed to all non-Federal entity
activities on an equitable basis, Tui-
tion benefits for family members other
than the employee are unallowabls,

(2) Fringe bensfits in the form of tui-
tion or remission of tuition for indi-
vidual employees not employed by
IHEs are limited to the tax-free
amount allowed per section 127 of the
Internal Revenue Code as amended.

(3) IHHEs may offer employees tuition
walvers or tuition reductions for un-
dergraduate sducation under IRC Sec-
tion 117(d) as amended, provided that
the benefit does not disoriminate in
favor of highly compensated employ-
ses, Federal reimbursement of tuition
or remission of tuition is also limited
to the institution for which the em-
ployee works. See §76.466, for treat-
ment of tuition remission provided to
students,

(k) For IHEs whose costs are paid by
state or local governments, fringe ben-
efit programs (such as pension ocosts
and FICA) and any other benefits costs
speoifically incurred on behalf of, and
in direct benefit to, the non-Federal
entity, are allowable costs of such non-
Federal entities whether or not these
costs are recorded in the accounting
records of the non-Federal entities,
subject to the following:

(1) The costs meet the requirements

of Basic Considerations in §§75.402
through 76,411;

(2) The costs are properly supported
by approved cosb allooation plans in ac-
cordance with applicable Federal cost
accounting prinoiples; and

(3) The costs are not otherwise borne
directly or indireotly by the Federal
Government,

§75.432 Conferences,

A conference is defined as a meeting,
retreat, seminar, symposium, work-
shop or event whose primary purpose is
the dissemination of technical infor-
mation beyond the non-Federal entity
and is necessary and reasonable for
guocessful performance under the Fed-
eral award. Allowable conference costs
paid by the non-Federal entity as a
sponsgor or host of the conference may
include rental of faocilities, speakers’
fees, costs of meals and refreshments,
local transportation, and other items
incidental to such conferences unless
further restrioted by the terms and
conditions of the Federal award. As
needed, the costs of identifying, but
not providing, locally avallable depend-
ent-care resources are allowable. Con-
ference hosts/sponsors must exercise
discretion and judgment in ensuring
that conference costs are appropriate,
necessary and managed in a manner
that minimizes ocosts to the Federal
award, The HHS awarding agency may
suthorize exceptions where appropriate
for programs including Indian tribes,
children, and. the elderly. See also
§876.438, 76,466, 76.474, and 75,475,

§76.488 Contingency provisions,

(a) Contingenoy is that part of a
budget estimate of future costs (typi-
oally of large construction projects, I'T
systems, or other items as approved by
the HHS awarding agency) which is as-
sociated with possible events or condi-
tions arising from causes the precise
outcome of which is indeterminable at
the time of estimate, and that experi-
ence shows will likely result, in aggre-
gate, in additional costs for the ap-
proved activity or project, Amounts for
major project scope changes, unfore-
seen risks, or extraordinary events
may not be included,

(b) It 1s permissible for contingency
amounts other than those excluded in
paragraph (a) of this section to be ex-
plicltly included in budget estimates,
to the extent they are necessary to im-
prove the precision of those estimates,
Amounts must be estimated using
broadly-accepted cost estimating
methodologies, specified in the budget
documentation of the Federal award,
and accepted by the HHS awarding
agency. As such, contingency amounts
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are to be inocluded in the Federal
award, In order for actual costs in-
curred to be allowable, they musl com-
ply with the cost principles and other
requirements in this part (see also
§§76.300 through 75.809 of subpart D of
this part and 756.403); be necessary and
reasonable for proper and efficient ac-
complishment of project or program
objeotives, and be verifiable from the
non-Federal entity’s records.

(c) Payments made by the HHS
awarding agenocy to the non-Federal
entity’s ‘‘contingency reserve’’ or any
gimilar payment made for events the
ocourrence of which cannot be foretold
with certainty as to the time or inten-
sity, or with an assurance of their hap-
pening, are unallowable, exceplt as
noted in §§76.431 and 7b.447.

§76.484 Contributions and donations,

(a) Costs of contributions and dona-
tions, inoluding oash, property, and
servioes, from the non-Federal entiby
to other entities, are unallowable.

(b) The value of services and property
donated to the non-Federal entity may
nob be charged to the Federal award ei-
ther as o direct or indirect (F&A) cosb,
The value of donated services and prop-
erty may be used to meet cost sharing
or matching requirements (see §76.306).
Depreciation on donated assets Is per-
mitted in accordance with §76.436, as
long as the domated property is not
gounted towards ocost sharing or
mateching requirements.

(0) Services donated or volunteered
to the non-Federal entity may be fur-
nished to & non-Federal entity by pro-
fossional and technical personnel, con-
sultants, and other skilled and un-
skilled labor, The value of these serv-
{ces may not be charged to the Federal
award either as a direct or indirect
cost, However, the value of donated
services may be used to meet cost shar-

ing or matching requirements in ac-'

oordance with the provisions of §76.308,

(@) To the extent feasible, services
donated to the non-Federal entity will
be supported by the same methods used
to support the allocability of regular
personnel services,

(e) The following provisions apply to
nonprofit organizations, The value of
services donated to the nonprofit orga-
nization utilized in the performance of

¢
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a direot cost activity must be congid-
ered in the determination of the non-
Federal entity’s indireot cost rate(s)
and, accordingly, must be allocated a
proportionate share of applicable indi-
reob costs when the following cir-
cumstances exist:

(1) The aggregate value of the sgerv-
ices 18 material;

(2) The services are supported by a
gignificant amount of the indirect
costs incurred by the non-Federal enti-
by,

(1) In those instances where there is
no basis for determining the fair mar-
ket value of the services rendered, the
non-Federal entity and the cognizant
agenoy for indirect costs must nego-
tiate an appropriate allocation of indi-
rect cost to the services,

(1) Where donated services directly
benefit a project supported hy the Fed-
eral award, the indirect costs allocated
to the services will he congidered as a
part of the total costs of the project.
Such indirect costs may be reimbursed
under the ¥ederal award or used to
meet cost sharing or matching require-
ments, )

() Fair market value of donated
gervices must be computed as described
in §76.306. )

(g) Personal property and use of space.
(1) Donated personal property and use
of space may be furnished to a non-
Federal enlity. The value of the per-
sonal property and space may not he
charged to the Federal award either as
a direct or indirect cost.

(2) The value of the donations may be
used to meet cost sharing or matching
share requirements under the ocondi-
tions described In §§76,800 through
75.309 of subpart D of thig part, The
value of the donations must be deter-
mined in accordance with §§76.300
through 756,309, Where donations are
treated as indirect costs, indirect cost
rates will separate the value of the do-
nabions go that reimbursement will not
be made,

§76.,436 Defense and prosecution of
criminal and eivil proceedings,
claims, appeals, and patent in-
fringements,

(a) Definitions for the purposes of this
section. (1) Conviction means g judgment
or conviction of a criminal offense by
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any ocourt of competent jurisdiotion,
whether entered upon verdiet or a ples,
including a conviction due to a plea of
nolo contendere.

(2) Costs include the services of in-
house or private counsel, accountants,
consultants, or others engaged to as-
slst the non-Federal entity before, dur-
ing, and after commencement of a judi-
olal or administrative proceeding, that
bear a direct relationship to the pro-
ceeding,

(8) Fraud means!

(1) Aots of fraud or corruption or at-
tempts to defraud the Federal Govern-
ment or to corrupt its agents,

(1i) Acts that constitute a cause for
debarmenl or suspension (as specified
in agency regulations), and

(1i1) Aots which violate the False
Claims Act (81 U.S.C. 8729-3732) or the
Anti-kickback Act (41 U.8,0. 1820a-
To(b)).

(4) Penalty does not include restitu-
tion, reimburgsement, or compensatory
damages.

(6) Proceeding includes anh investiga-
tion, :

(b) Costs, (1) Except as otherwise de-
scribed herein, costs incurred in con-
nection with any criminal, civil or ad-
ministrative proceeding (including fil-
ing of a falge certification) commenced
by the Federal Government, a state,
local government, or foreign govern-
ment, or joined by the Federal Govern-
ment (including & proceeding under the
False Olaims Act), agalnst the non-
Federal entity, (or commenoced by third
parties or a ourrent or former em-
ployes of the non-Federal entity who
submits a whistleblower complaint of
reprisal in accordance with 10 U.S8.0.
2409 or 41 U,8.C, 4712), are not allowable
if the procesding:

(1) Relates to a violation of, or failure
to comply with, a Federal, state, local

or foreign statute, regulation or the.

terms and conditions of the Federal
award, by the non-Federal entity (in-
cluding its agents and employees); and

(i1) Results in any of the following
dispositions:

(A) In a criminal prooeeding, a con-
vietion,

(B) In a oivil or administrative pro-
cesding involving an allegation of
fraud or similar misconduct, a deter-

§75.435

il;ﬁnabion of non-Federal entity liabil-
Y.

(C) In the case of any oivil or admin-
istrative proceeding, the disallowance
of costs or the imposition of a mone-
tary penalty, or an order issued by the
HHS awarding agenoy head or delegate
to the non-Federal entity to take cor-
rective action under 10 U,S.C. 2409 or 41
U.8.0, 4712,

(D) A final dsoision by an appropriate
Pederal official to debar or suspend the
non-Federal entity, to resoind or void a
Federal award, or to terminate a Fed-
eral award by reason of a violation or
failure to comply with a statute, regu-
lation, or the terms and conditions of
the Federal award.

(E) A disposition by consent or com-
promise, if the action could have re-
sulted in any of the dispositions de-
soribed in paragraphs (b)(1)({1XA)
through (D) of this section,

(2) If more than one proceeding in-
volves the same alleged misconduct,
the costs of all such proceedings are
unallowable if any results in one of the
dispositions shown in paragraph (b) of
this section,

() If a proceeding referred to in para-
graph (b) of this section is commenced
by the Federal Government and is re-
solved by consent or compromise pur-
suant to an agreement by the non-Fed-
eral entity and the Federal Govern-
ment, then the costs incurred may be
allowed to the extent specifically pro-
vided in such agreement,

(d) If a prooeeding referred to in para-
graph (b) of this section is commenced
by & state, local or foreign government,
the authorized Federal official may
allow the costs incurred if such author-
ized official determines that the costs
were incurred as a result of:

(1) A specific term or condition of the
Federal award, or

(2) Specific written direction of an
authorized official of the HHS award-
ing agency.

(e) Costs inourred in connection with
proceedings described in paragraph (b)
of this gection, which are not made un-
allowable by that subsection, may be
allowed but only to the extent that:
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(1) The costs are reasonable and nec-
essary in relation to the administra-
tion of the Federal award and acbivi-
ties required to deal with the pro-
ceeding and the underlying cause of ao-
tion;

(2) Payment of the reasonable, neo-
essary, allooable and otherwise allow-
able costs inourred is not prohibited by
any other provision(s) of the Federal
award;

(8) The costs are not recovered from
the Federal Government or a third
party, either directly as a result of the
proceeding or otherwise; and,

(4) An authorized Federal official
must determine the percentage of costs
allowed considering the complexity of
litigation, generally accepted prin-
oiples governing the award of legal fees
in oivil actions involving the United
States, and such other factors as may
be appropriate, Such percentage must
not exceed 80 percent, However, if an
agreement reached under paragraph (o)
of this section has explioitly consid-
ered this 80 percent limitation and per-
mitted a higher percentage, then the
full amount of costs resulting from
that agreement are allowable.

(f) Costs inourred by the non-Federal
entity in connection with the defense
of suits brought by its employees or ex-
employees under section 2 of the Major
Praud Act of 1988 (18 U.S.0, 1031), in-
cluding the cost of all relief necessary
to make suoh employes whole, where
the non-Federal entity was found liable
or settled, are unallowable,

(g) Costs of prosecution of claims
against the Federal Government, in-
cluding appeals of final HHS agenoy de-
olsions, are unallowable,

(h) Costs of legal, accounting, and
consultant services, and related costs,
inourred in connection with patent in-
fringement litigation, are unallowable

unless otherwise provided for in the

Federal award. :
(1) Costs which may be unallowable
under this seotion, including directly
associated costs, must be segregated
and accounted for separalely. During
the pendency of any proceeding covered
by paragraphs (b) and (f) of this sec-
tion, the Federal Government must
generally withhold payment of such
costs. However, if in its best interests,
the Federal Government may provide

.
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for conditional payment upon provision
of adequate security, or other adequate
assurance, and agreement to repay all
unallowable costs, plus interest, if the
costs are subsequently determined to
be unallowable,

§76.486 Depreciation,

(a) Depreoclation is the method for al-
locating the ocost of fixed assets to peri-
ods benefitting from asset use, The
non-Federal entlty may be ocom-
pensated for the use of its bulldings,
capltal improvements, equipment, and
software projects oapitalized in accord-
anoe with GAAP, provided that they
are used, needed in the non-Federal en~
tity’s aotivities, and properly alloocated
to Federal awards, Such compensation
must be made by computing deprecia-
tion,

(b) The allocation for depreciation
must be made in accordance with ap-
pendices III through IX.

(¢) Depreoiation is computed apply-
ing the following rules, The computa-
tlon of depreciation must be based on
the acquisition cost of the assets in-
volved. For an asset donated to the
non-Federal entity by a third party, its
fair market value at the time of the do-
nation must be considered as the acqui-
sition cost. Such assets may be depre-
ciated or claimed as matching bubt not
both, For the purpose of computing de-
preciation, the acquisition cost will ex-
clude:

(1) The oost of land;

(2) Any portion of the cost of build-
ings and equipment borne by or do-
nated by the Federal Government, irre-
spective of where title was originally
vested or where it 18 presently looated;

(3) Any portion of the cost of build-
ings and equipment contributed by or
for the non-Federal entity, where law
or agresment prohibits recovery; and

(4) Any asseb acquired solely for the
performance of a non-Federal award.

(d) When computing depreciation
charges, the following must be ob-
gerved:

(1) The period of useful service or
useful life established in each oase for
usable capital assets must take into
consideration such factors as type of
construction, nature of the equipment,
technologioal developments in the par-
ticular area, historical data, and the
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renewal and replacement policies fol-
lowed for the individual items or class-
o8 of assets involved,

(2) The depreciation method used to
charge the cost of an agset (or group of
assets) to accounting periods must re-
fleot the pattern of consumption of the
asset during its useful life, In the ab-
gence of clear evidence indicating that
the expected consumption of the asseb
will be gsignificantly greater in the
early portions than in the later por-
tions of its useful life, the straight-line
method must be presumed to be the ap-
propriate method. Depreciation meth-
ods once used may not be changed un-
less approved in advance by the cog-
nizant agency. The depreciation meth-
ods used to calculate the depreoiation
amounts for indirect (P&A) rate pur-
poses must be the same methods used
by the non-Federal entity for its finan-
clal statements,

(3) 'The entire building, including the
shell and all components, may he treat-
od as a single asset and depreciated
over a single useful life. A building
may also be divided into multiple com-
ponents. Ilach component item may
then be depreciated over its estimated
useful life. The building components
must be grouped into three general
components of a bullding: building
shell (including oconstruction and de-
sign costs), bullding services systems
(e.g., elevators, HVAC, plumbing sys-
tem and heating and air-conditioning
gystem) and fixed equipment (e.g.,
sterilizers, casework, fume hoods, cold
rooms snd glassware/washers). In ex-
ceplional oases, a ocognizant agency
may authorize a non-Federal entity to
use more than these three groupings,
When a non-Federal entity elects to de-
preciate its buildings by its compo-
nents, the same depreciation methods
must be used for indirect (F&A) pur-
poses and financial statements pur-

poses, as desoribed in paragraphs (d)(1)

and (2) of this section,

(4) No depreciation may be allowed
on any assets that have outlived their
depreoiable lives,

(6) Where the depreciation method is
introduced to replace the use allow-
ance method, depreciation must be
computed as if the asset had been de-
preciated over its entire life (i.e., from
the date the asget was acquired and

ready for use to the date of disposal or
withdrawal from service), The total
amount of use allowance and deprecia-
tion for an asset (including imputed de-
preciation applicable to periods prior
to the conversion from the use allow-
ance method as well as depreciation
after the conversion) may not exceed
the total aoquisition cost of the asset,

(e) Charges for depreciation must be
supported by adequate property
records, and physical inventories must
be taken at least once every two years
to enmsure that the assets exist and are
usable, used, and needed, Statistioal
sampling techniques may be used in
taking these inventories. In addition,
adequate depreciation records showing
the amount of depreciation taken each
period must also be maintained,

§75.487 Employee health and welfare
costs,

(a) Costs inourred in accordance with
the non-Federal entity's documented
policles for the improvement of work-
ing conditions, employer-employee re-
lations, employese health, and employee
performance are gllowable,

(b) Buch costs will be equitably ap-
portioned to all aotivities of the non-
Federal entity. Income generated from
any of these aotivities will be oredited
to the cost thereof unless such income
has been irrevocably sent to employee
welfare organizations,

(o) Losses resulbing from operaling
food services are allowable only if the
non~-Federal entity’s objective is to op-
erate such services on a break-even
basis, Losses sustained because of oper-
abing objectives other than the above
are allowable only:

(1) Where the non-Federal entity can
demonstrate unusual ocircumstances;
and

(2) With the approval of the cog-
nizant agency for indirect costs,

§75.488 Entertainment costs,

Costs of entertainment, including
amusement, diversion, and soclal ac-
tivitles and any associated costs are
unallowable, except where specific
costs that might otherwise be consid-
ered entertainment have a pro-
grammatic purpose and are authorized
either in the approved budget for the
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Federal award or with prior written ap-
proval of the HHS awarding agenoy.

§75.439 Equipment and other capital
expenditures.

(a) Bee §756,2 for the definitions of
Capital expenditures, Equipment, Special
purpose equipment, General purpose
equipment, Acqudsition cost, and Capital
assets,

(b) The following rules of allow-
ability must apply to equipment and
other capital expenditures:

(1) Ompital expenditures for general
purpose equipment, buildings, and land
are unallowable as direct charges, ex-
cept with the prior written approval of
the HHS awarding agency or Dpass-
through entity.

(2) Oapital expenditures for special
purpose equipment are allowable as di-
reot costs, provided that items with a
unit cost of $5,000 or more have the
prior written approval of the HHS
awarding agency or pass-through enti-
ty.
(3) Oapital expenditures for improve-
ments to land, buildings, or equipment
which materially inorease their value
or useful life are unallowable as o di-
rect cost except with the prior written
approval of the HHS awarding agency,
or pass-through entity. See §76.436 for
rules on the allowability of deprecia-
tion on buildings, ocapital improve-
ments, and equipment, See also §756.46b.

(4) When approved as a direct charge
pursuant to paragraphs (b)(1) through
(3) of this section, capital expenditures
will be charged in the period in which
the expenditure is incurred, or as oth-
erwise determined appropriate and ne-
gotiated with the HHS awarding agen-

cy.

(6) The unamortized portion of any
equipment written off as a result of a
change in capitalization levels may be
recovered by continuing to claim the

otherwise allowable depreciation on:

the equipment, or by amorbizing the
amount to be written off over a period
of years negotiated with the Federal
cognizant agency for indirect cost.

(6) Cost of equipment disposal. If the
non-Federal entity is instructed by the
HHS awarding agency to otherwise dis-
pose of or transfer the equipment the
costs of such disposal or ftransfer are
allowable.

v
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§76.440 Exchange rates.

(a) Cost increases for fluctuations in
exchange rates are allowable costs sub-
ject to the avallabiliby of funding.
Prior approval of exchange rate fluc-
tuations is required only when the
change results in the need for addi-
tional Federal funding, or the in-
creased costs result in the need to sig-
nificantly reduce the scope of the
project. The HHS awarding agency
must however ensure that adequate
funds are avallable to cover ourrency
fluctuations in order to avoid a viola-
tion of the Anti-Defioiency Act.

(b) The non-IFederal entity is re-
quired to make reviews of local cur-
rency gaing to determine the need for
additional federal funding before the
expiration date of the Federal award,
Subsequent adjustments for ocurrency
increases may be allowable only when
the non-Federal entity provides the
HHS awarding agency with adequate
source doocumentation from a ocom-
monly used source in effect at the time
the expense was made, and to the ex-
tent that sufficient Federal funds are
available,

§75.441 IFines, penalties, damages and
other settlements,

Costs resulting from non-Federal en-
tity violations of, alleged violations of,
or fallure to comply with, Federal,
state, tribal, local or foreign laws and
regulations are unallowable, except
when incurred as a result of compli-
ance with specific provisions of the
Tederal award, or with prior written
approval of the HHS awarding agency,
See also §'76.436.

§76.442 Fund raising and investment
management costs,

(a) Costs of organized fund raising,
including financial oampaigns, endow-
ment drives, solicitation of gifts and
bequests, and similar expenses incurred
to raise capital or obtain contributions
are unallowable, Fund raising costs for
the purposes of meeting the Federal
program objectives are allowable with
prior written approval from the Fed-
eral awarding agency. Proposal costs
are covered in §'76,460. '

(b) Costs of Investment counsel and
staff and similar expenses incurred (o
enhance income from investments are
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unallowable except when asgociated
with investments covering pension,
self-insurancs, or other funds which in-
cluds Federal participation allowed by
this part,

(c) Costs related to the physioal cus-
tody and control of monies and securi-
ties are allowable..

(d) Both allowable and unallowable
fund raising and Investment activities
must be allocated an appropriate share
of indirect costs under the conditions
desoribed in §76,413.

§76.443 QGains and losses on disposi-
tion of depreciable assets.

(a) Gains and losses on the salse, re-
tirement, or other disposition of depre-
ciable property must be included in the
year in which they oocur as credits or
charges to the asset cost grouping(s) in
which the property was included. The
amount of the galn or loss to be in-
cluded as a oredit or charge Lo the ap-
propriate asset cost grouping(s) is the
difference between the amount realized
on the property and the undepreciated
basis of the property.

(b) Gains and losses from the disposi-
tion of depreciable property must not
be recoghized as a separate oredit or
charge under the following conditions:

(1) The gain or loss is processed
through a depreciation account and is
reflected in the depreciation allowable
under §§76.436 and 75,439,

(2) The property is given in exchange
as part of the purchase price of a simi-
lar item and the gain or loss is laken
into account in determining the depre-
oiation cost basis of the new item,

(3) A loss results from the failure to
meintain permissible insurance, except
a8 otherwise provided in §76,447,

(4) Compensation for the use of the
property was provided through use al-
lowances in lieu of depreciation. .

(6) Gains and losses arising from
mass or extraordinary sales,
ments, or other dispositions must be
congidered on g case-by-case basis,

(c) Gains or losses of any nature aris-
ing from the sale or exchange of prop-
erty other than the property covered in
paragraph (a) of this section, e.g., land,
must be excluded in computing Federal
award costs,

(d) When assels acquired with Fed-

eral funds, in part or wholly, are dis-

rebtire-*
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posed of, the distributfon of the pro-
oceeds must be made in accordance with
§§176,817 through 75.323.

§76.444 General costs of government.

(a) For states, local governments,
and Indian Tribes, the general costs of
government are unallowable (except as
provided in §75.474), Unallowable costg
include:

(1) Salaries and expenses of the Office
of the Governor of o state or the chierl
executive of a local government or the
chief executive of an Indian tribe;

(2) Salaries and other expenses of a
state leglslature, tribal oounoil, or
simlilar local governmental body, such
a8 a county supsrvisor, city counoil,
school board, etc,, whether incurred for
purposes of legislation or executive di-
reoction;

(3) Costs of the judicial branch of a
government;

(4) Costs of proseoutorial activities
unless treated as a direct cost to a spe-
oific program 1if authorized by statute
or regulation (however, this does not
preclude the allowability of other legal
activities of the Attorney Genseral as
degoribed in §75.485); and

(6) Costs of other general btypes of
government services normally provided
to the general public, such as fire and
police, unless provided for as a direct
céiost under a program statute or regula-

on.

(b) For Indian tribes and Uouncils of
Governments (CO0Gs) (see §756.2 Local
government), up to 50% of salaries and
expenses directly attributable to man-
aging and operating Federal programs
by the chief executive and his or her
staff can be included in the indireot
ngt calculation without documenta-

on,

§75.446 Goods or services for personal
use,

(a) Costs of goods or services for per-
sonnl use of the non-Federal entity’s
employees are unallowsble regardless
of whether the cost is reported as tax-
able incomes to the employsees,

(b) Costs of housing (e.g., deprecia-
tion, maintenance, utilitles, fur-
nighings, rent), housing allowances and
personal living expenses are only al-
lowable as direct costs regardless of
whether reported as taxable income to
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the employees, In addition, to be allow-
able direct costs must be approved in
advance by an HHS awarding agenoy.

§75.446 Idle facilities and idle capac-
ity.

(a) As used in this seotion the fol-
lowing terms have the meanings set
forth in this section:

(1) Facilities means land and build-
ings or any portion thereof, equipment
individually or collectively, or any
other tangible capital asset, wherever
located, and whether owned or leased
by the non-Federal entity.

(2) Idle facilities means completely
unused faollities that are excess to the
non-Federal entity’s current needs,

(3) Idle capacity means the unused
capaoity of partially used facilities, It
is the difference between:

(1) That which a facility ocould
achieve under 100 percent operating
time on a one-shift basis less operating
interruptions resuliing from time lost
for repairs, setups, unsatisfactory ma-
terials, and other normal delays and;

(i) The extent to which the facility
was aobually used to meet demands
during vhe acoounting period, A multi-
shift basls should be used if it can be
shown that this amount of usage would
normally be expected for the type of fa-
oility involved,

(4) Cost of idle facilities or idle ca-
pacity means costs such as mainte-
nance, repair, housing, rent, and other
related costs, e.g., insurance, interest,
and depreciation. These costs could in-
clude the costs of idle public safeby
emergency facilities, telecommuni-
oations, or information technology sys-
tem capacity that is built to withstand
major fluctuations in load, e.g., con-
golidated data centers.

(b) The costs of idle facilities are un-
allowable except to the extent that:

(1) They are necessary to meet work-

load requirements which may fluctuate:

and are allocated appropriately to all
benefiting programs; or

(2) Although not necessary to meeb
fluctuations in workload, they were
necessary when acquired and are now
jdle because of changes in program re-
quirements, efforts to achieve more ec-
onomical operations, reorganization,
termingtion, or other ocauses which
ocould not have been reasonably fore-

'
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geen, Under the exception sbtated in
this subsection, costs of idle facilities
are allowable for a reasonable period of
time, ordinarily not to exceed one
year, depending on the initiative taken
t;) use, lease, or dispose of such facili-
ties,

(o) The costs of idle capaoity are nor-
mal costs of doing business and arve a
factor in the normal fluctuations of
usage or indireot cost rates from period
to period. Buch costs are allowable,
provided that the capacity is reason-
ably antioipated to be necessary to
carry out the purpose of the Federal
award or was originally reasonable and
is not subject to reduction or elimi-
nation by use on other Federal awards,
subletting, renting, or sale, in accord-
ance with sound business, economic, or
security praoctices, Widespread idle oa-
pacity throughout an entire facility or
among a group of assets having sub-
stantially the same function may be
oonsidered idle facilities.

§'76.447 Insurance
tion,

(a) Costs of insurance required or ap-
proved and maintained, pursuant to
the Federal award, are gllowable,

(b) Costs of other insurance in con-
neotion with the general conduct of ac-
tlvities are allowable subject to the
following limitations:

(1) Typos and extent and cost of cov-
erage are in accordance with the non-
Foderal entity’s policy and sound busi-
ness practice,

(2) Costs of insurance or of contribu-
tions to any reserve covering the risk
of loss of, or damage to, Federal Gov-
ernment property are unallowable ex-
cept to the extent that the HHS award-
ing agenocy has specifically required or
approved such costs.

(3) Costs allowed for business inter-
ruption or other similar insurance
must exclude coverage of management
fees,

(4) Costs of insurance on the lives of
trustees, offlcers, or other employees
holding positions of similar respon-
sibilities are allowable only to the ex-
tent that the insurance represents ad-
ditional compensation (see §76.431),
The cost of such insurance when the
non-Federal entity is identified as the
beneficiary is unallowable.

and indemnifica-
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(6) Insurance against defeots, Costs of
insurance with respect to any costs in-
curred to correct defects in the non-
Federal entity’s matberials or work-
manship are unallowable,

(6) Medical liability (malpractice) in-
gurance, Mediocal liability insurance is
an allowable cost of Federal research
programs only to the extent that the
Federal research programs Involve
human subjects or training of partioi-
pants in research techniques. Mediocal
liability insurance costs must be treat-
ed as a direct cost and must be as-
signed to individual projects based on
the manner in which the insurer allo-
cates the risk to the population cov-
ored by the insurance,

(o) Actual losses which could have
been covered by permissible insurance
(through a self-insurance program or
otherwise) are unallowable, unless ex-
pressly provided for in the Federal
award, However, costs inocurred bhecause
of losses not covered under nominal de-
ductible insurance coverage provided
in keeping with sound management
practice, and minor losses not covered
by insurance, such as spoilage, break-
age, and disappearance of small hand
tools, which occur in the ordinary
course of operations, are allowable.

(d) Contributions to a reserve for cer-
tain self-insurance programs including
workers’ compengation, unemployment
compensation, and severance pay are
allowable subject to the following pro-
visions:

(1) The type of coverage and the ex-
tent of coverage and the rates and pre-
miums would have been allowed had in-
surance (including reinsurance) been
purchased to cover the risks, However,
provision for known or reasonably esti-
mated self-insured liabilities, which do
not become payable for more than one
year after the provision is made, must
not exceed the discounted present

value of the liability. The rate used for’

discounting the liability must be deter-
mined by giving consideration to such
factors as the non-Federal entity’s set-
tlement rate for thosge llabilities and
itg investment rate of return.

(2) Barnings or investment income on
reserves must be credited to those re-
serves,

(8)(1) Contributions to reserves must
be based on sound actuarial principles

using historical experience and reason-
able assumptions, Reserve levels must
be analyzed and updated at least bien-
nially for each major risk being in-
sured and take into account any rein-
surance, ooinsurance, etc, Reserve lev-
els related to employee-related cov-
erages will normally be limited to the
value of olaims:

(A) Bubmitted and adjudicated but
not paid;

(B) Submitted but not adjudicated;
and

(0) Incurred bub not submitted.

(11) Reserve levels in excess of the
amounts based on the above must be
identified and justified in the cost allo-
cation plan or indireoct cost rate pro-
posal.

(4) Accounting records, actuarial
studies, and ocost allooations (or bil-
lings) must recognize any significant
differences due to0 types of insured risk
and losses genersted by the various in-
sured activilies or agencies of the non-/
Federal entity. If individual depart-
ments or agencles of the non-Federal
entity experience significantly dif-
ferent levels of olaims for a parbicular
risk, thoge differences are to be recog-
nized by the use of separate allocations
or other techniques resulting in an eq-
uitable allocation,

(6). Whenever funds are transferred
from a self-insurance reserve to other
accounts (e.g., general fund or unre-
strioted account), refunds must be
made to the Federal Government for
its share of funds transferred, including
earned or imputed interest from the
date of transfer and debt interest, if ap-
plicable, chargeable in accordance with
applicable Federal cognizant agenoy
for indirect cost, claims collection reg-
wlations,

(e) Insurance refunds must be cred-
ited against insurance costs in the year
the refund is received.

(f) Indemnification includes securing
the non-Federal entity against labil-
ities to third persons and other losses
not compensated by insurance or oth-
erwise. The Federal Government is ob-
ligated to indemnify the non-Federal
entity only to the extent expressly pro-
vided for in the Federal award, exoept
ais provided in paragraph (c) of this sec-
tion,
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§75.448 Intellectual property.

(a) Patent costs, (1) The {following
costs related to securing patents and
copyrights are allowable:

(i) Costs of preparing disclosures, re-
ports, and other documents required by
the Pederal award, and of searching the
arb to the extent necessary to make
such disclosures;

(i1) Costs of preparing documents and
any other patent costs in connection
with the filing and proseocution of a
United States patent application where
title or royalty-free Hocense is required
by the Federal Government to be con-
veyed to the Federal Government; and

(i1i) General counseling services re-
lating to patent and copyright matters,
such as advice on patent and copyright
laws, regulations, clauses, and em-
ployee intellectual property agree-
ments (See also §76.450).

(2) The following costs related to se-
curing patents and copyrights are unal-
lowable:

(1) Costs of preparing disclosures, re-
ports, and other documents, and of
searching the art to make disclosures
not required by the Federal award;

(1) Costs in connection with filing
and prosecuting any foreign patent ap-
plication, or any United States patent
application, where the Federal award
does not require conveying title or a
royalty-free license to the Federal
Government,

(b) Royaliles and other costs for use of
patents and copyrights, (1) Royalbies on
a patent or copyright or amortization
of the cost of acquiring by purchase a
copyright, patent, or rights thereto,
necessary for the proper performance
of the Federal award are allowable un-
less:

(1) The Federal Government already
has a license or the right to free use of
the patent or copyright.

(11) The patent or copyright has been:

adjudicated to be invalid, or has been
administratively determined to be in-
valid,

(ii1) The patent or copyright is con-
sidered to be unenforceabls.

(iv) The patent or copyright is ex-
pired.

(2) Speoial care should be exercised in
determining reasonableness where the
royalties may have heen arrived at as a
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result of less-than-arm’s-length bar-
gaining, such as;

(1) Royalties paid to persons, includ-
ing corporations, affiliated with the
non-Federal entity.

(i) Royalties paid to unaffiliated
parties, including corporations, under
an agreement entered into in con-
templation that a Federal award would
be made,

(iil) Royalties paid under an agree-
ment entered into after a Federal
award is made to a non-Federal entity,

(3) In any case involving a patent or
copyright formerly owned by the non-
Federal entity, the amount of royalty
allowed must not exceed the cost which
would have been allowed had the non-
Federal entity retained title there.

§75.449 Interest,

(a) General, Costs incurred for inter-
est on borrowed capital, temporary use
of endowment funds, or the use of the
non-Federal entity's own funds, how-
ever represented, are unallowabls. Ii-
nanocing ocosts (Including interest) to
acquire, construot, or replace ocapital
agssets are allowable, subject to the
conditions in this section.

(b)(1) Capital assets are defined in

§7b.2 Capital assets, An asset cost in-
oludes (as applicable) acquisition costs,
oonstruction ocosts, and other costs
oapitalized in accordance with GAAP,
. (2) For non-Federal entity fiscal
years beglnning on or after January 1,
2016, intangible assets include patents
and computer goftware, For software
development projects, only interest at-
tributable to the portion of the project
costs capitelized in accordance with
GAAP is allowable,

(o) Conditions for all non-Federal enti-
ties. (1) The non-Federal entity uses the
capltal assets in support of Federal
awards;

(2) The allowable asseb costs to ac-
quire facillties and equipment are Hm-
ited to a fair market value available to
the non-Federal entity from an unre-
lated (arm’s length) third party.

(8) The non-Federal entity obtaing
the financing via an arm's-length
transaction (that is, a transaction with
an unrelated third party); or claims re-
imbursement of actual interest cost at
a rate available via such a transaction,
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(4) ‘The non-Federal entity limits
olaims for Federal reimbursement of
interest costs to the least expensive al-
ternative, For example, a capital lease
may be determined less costly than
purchasing through debt financing, in
which case reimbursement must be
limited to the amount of Interest de-
termined if leasing had been used.

(6) The non-Federal entity expenses
or capitalizes allowable interest cost in
accordance with GAAP,

(6) Barnings generated by the invest-
ment of borrowed funds pending their
disbursement for the asset costs are
used to offset the ourrent period’s al-
lowable interest cost, whether that
cost is expensed or oapitalized. Harn-
ings subject to belng reported to the
Faderal Internal Revenue Service
under arbitrage requirements are ex-
cludable.

(7) The following conditions must
apply to debt arrangements over §l
million to purchase or construct facili-
ties, unless the non-Federal entity
makes an initial equity contribution to
the purchase of 26 percent or more, For
this purpose, ‘‘initial equity contribu-
tion” means the amount or value of
contributions made by the non-Federal
entity for the acquisition of facilities
prior to occupancy.

(1) The non-Federal entity must re-
duce clalms for reimbursement of In-
terest cost by an amount sgual to im-
puted interest earnings on excess cash
flow attributable to the portion of the
facility used for Federal awards.

(11) The non-Federal entity must im-
pute interest on excess cash flow as fol-
lows:

(A) Annually, the non-IF'ederal entity
must prepare a oumulative (from the
inception of the project) report of
monthly cash inflows and outflows, re-
gardless of the funding source, For this
purpose, inflows consist of Federal re-

imbursement for depreciation, amorti-'

zabtion of capitalized comstruction in-
terest, and annusl interest cost, Out-
flows congist of Initial equity contribu-
tions, debt principal payments (less the
pro-rata share attributable to the cost
of land), and interest payments,

(B) To compute monthly cash inflows
and outflows, the non-Federal entity
must divide the annual amounts deter-
mined in step (1) by the number of

months in the year (ususlly 12) that
the building is in service,

(C) For any month in which cumu-
lative cash inflows exceed cumulative
outflows, interest must be calculated
on the excess inflows for that month
and be treated as & reduction to allow-
able interest cost, The rate of interest
to be used must be the three-month
Treasury bill closing rate as of the last
business day of that month,

(8) Interest attributable to a fully de-
preciated asset is unallowable,
~(d) Additional conditions for states,
local governments and Indian tribes.
For costs to be allowable, the non-Fed-
eral entity must have incurred the in-
terest costs for buildings after October
1, 1980, or for land and equipment after
September 1, 1995,

(1) The requirement to offset interest
earned on borrowed funds against cur-
rent allowable Interest cost (paragraph
(c)(6) of this section) also applies to
earnings on debt service reserve funds,

(2) The non-Federal entity will nego-
tiate the amount of allowable interest
cost related to the acquisition of facili-
ties with asset costs of $1 million or
more, ag oublined in paragraph (e)(7) of
this section. For this purpose, a non-
Federal entity must consider only cash
inflows and outflows attributable to
that portion of the real property used
for Federal awards.

(e) Additional conditions for IHHSs.
For costs to be allowabls, the IHE
must have inourred the interest costs
after September 23, 1982, in conneotion
with acquisitions of capital assets that
oceurred after that date.

(f) Additional condition for nonprofit
organizations, For costs to be allow-
able, the nonprofit organization in-
curred the Interest costs after Sep-
tember 29, 1996, in connection with ac-
quisitions of capilal assets that oc-
curred after that date,

(g) The interest allowability provi-
sions of this section do not apply to a
nonprofit organization subject to “full
ocoverage' under the Cost Accounting
Standards (CAS), as defined at 48 CFR
9903.201-2(a), The noun-Federal entity’s
Federal awards are instead subject to
CAS 414 (48 CFR 9904.414), and CAS 417
(48 CF'R 9904,417),
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§76.4560 Lobbying.

(a) The cost of certain influencing ac-
tivities associated with obtaining
grants, contracts, cooperative agree-
ments, or loans is an unallowable cosb.
Lobbying with respect to cerbain
grants, contracts, cooperative agree-
ments, and loans is governed by rel-
evant statutes, including among oth-
ers, the provisions of 31 U.8.C. 1362, as
well as the common rule, ‘‘New Re-
striotions on Lobbying’’ published at bb
FR 6736 (February 26, 1000), inoluding
definitions, and the Office of Manage-
ment and Budget “Government-wide
(Gtuidance for New Restrictions on Liob-
bying"” and notices published at 64 FR
52308 (December 20, 1989), 66 FR 24640
(June 16, 1990), 57 FR 1772 (January 15,
1092), and 61 FR 1412 (January 19, 1996),

(b) Ezecutive lobbying costs, Costs in-
curred in attempting to improperly in-
fluence either directly or indirectly, an
employee or officer of the executive
branch of the Federal Government to
give consideration or to act regarding a
Tederal award or a regulatory mabber
are unallowable, Improper influence
means any influence that induces or
tends to induce a Federal employee or
officer to give consideration or to aot
regarding a Federal award or regu-
latory matter on any basis other than
the merits of the matter,

(c) In addition to the above, the fol-
lowing restrictions are applicable to
nonprofit organizations and IHEs:

(1) COosts associated with the fol-
lowing aoctivities are unallowable!

() Attempts to influence the out-
comes of any Federal, state, or local
election, refersndum, initiative, or
gimilar prooedure, through in-kind or
cash contributions, endorsements, pub-
lioity, or similar activity;

(i1) Establishing, administering, con-
tributing to, or paying the expenses of
a political party, campaign, political

action committes, or other organiza-

tion established for the purpose of in-
fluencing the outcomes of eleotions in
the United States;

(ii1) Any attempt to influence;

(A) The introduction of Federal or
state legislation;

(B) The enactment or modification of
any pending Federal or state legisla-
tion through communication with any
member or employee of the Congress or

’
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state legislature (including efforts to
influence state or local officials to en-
gage in similar lobbying activity);

(C) The enactment or modification of
any pending Federal or state leglsla~-
tion by preparing, distributing, or
using publicity or propaganda, or by
urging members of the general publio,
or any segment thereof, to contribute
to or parbicipste in any mass dem-
onstration, march, rally, fund raising
drive, lobbying ocampaign or letter
writing or telephone campaign; or

(D) Any government official or em-
ployee in conneotion with a decision to
sign or veto enrolled legislation;

(iv) Legislative liaison activities, in-
cluding attendance at legislative ses-
sions or committee hearings, gathering
information regarding legislation, and
analyzing the effeoct of legislation,
when such activities are carried on in
support of or in knowing preparation
for an effort to engage in unallowable
lobbying,

(2) The following activities are ex-
cepted from the coverage of paragraph
(c)(1) of this section:

(1) -Teochniocal and factual presen-
tations on topios directly related to
the performance of a grant, contraoct,
or other agreemen!{ (through hearing
testimony, statements, or letters to
the Oongress or a state legislature, or
subdivision, member, or cognizant staff
member thereof), in response to a docu-
mented request (Including a Congres-
sional Record notice reéquesting testi-
mony or statements for the record at &
regularly scheduled hearing) made by
the non-Federal entity’s member of
congress, leglslative body or a subdivi-
slon, or a cognizant staff member
thereof, provided such information is
readily obtainable and can be readily
put in deliverable form, and further
provided that costs under this section
for travel, lodging or meals are unal-
lowable unless incurred to offer testi-
mony at & regularly scheduled Congres-
sional hearlng pursuant to a written
request for such pregentation made by
the OChairman or Ranking Minority
Member of the Committee or Sub-
ocommittee conduoting such hearings;

(ii) Any lobbying made unallowable
by paragraph (o)(1)(ii1) of this section
to influence state legislation in order
to directly reduce the cost, or to avoid
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material impairment of the non-Fed-
eral entity’s authority to perform the
grant, coniract, or other agreement; or

(i1i) Any activity specifically author-
ized by sbtatute to be undertaken with
funds from the Federal award.

@iv) Any aoctivity excepted from the
definitions of ‘‘lobbying’ or ‘‘influ-
encing legisiation” by the Internal
Revenue Code provisions that require
nonprofit organizations to limit their
participation in direct and ‘grass
roots’ lobbying activities in order to
retain their charitable deduction sta-
-tus and avoid punitive excise taxes,
TRO secs.601(c)(3), 501(h), 4911(a), includ-
ing:

(A) Nonpartisan analysis, study, or
research reports;

(B) Iixaminations and discussions of
broad social, economic, and similar
problems; and

(C) Informsation provided upon re-
quest by a legislator for technical ad-
vice and assistance, as defined by IRC
sec. 4911(d)(2) and 26 OFR 66,4911
2(0)(1)~(0)(3),

(v) When a non-Federal entity seeks
reimbursement for indirect (F&A)
oosts, total lobbying cogts must be sep-
arately identified in the indirect (P&A)
cost rate proposal, and thereafter
treated as other unallowable aotivity
costs in accordance with the prooce-
dures of §76.413.

(vi) The non-Federal entity must sub-
mit as part of its annual indirect
(F'&A) cost rate proposal a certification
that the requirements and standards of
this section have been complied with.
(See also §76.415,)

(vii)(A) Timse logs, calendars, or simi-
lar records are not required to be ore-
ated for purposes of complying with
the record keeping requirements in
§75.302 with respect to lobbylng ocosts
during any particular calendar month
when;

(1) The employes engages in lobbying:

(as defined in paragrdphs (o)1) and
(©)(2) of this section) 26 percent or less
of the employee’s compensated hours of
employment dwring that calendar
month; and

(2) Within the preceding five-year pe-
riod, the non-Federal entity has not
materially misstated allowable or un-
allowable costs of any nabure, includ-
ing legislative lobbying costs.

(B) When conditions in paragraph
(@)@)(vil)(AXJ) and (2) of this section
are meb, non-Federal entities are not
required to establish records to support
the allowability of claimed costs in ad-
dition to records already required or
maintained. Also, when conditions in
paragraphs (o) @Xvii)(A)(?) and (2) of
this section are met, the absence of
time logs, calendars, or similar records
will not gerve as a basis for disallowing
costs by contesting eslimales of lob-
bying time spent by employees during
a calendar month,

(viil) The HHS awarding agency must
egtablish procedures for resolving in
advanoe, in consultation with OMB,
any significant questions or disagree-
ments conocerning the interpretation or
application of this section. Any such
advance resolutions must be binding in
any subsequent settlements, audits, or
investigations with respect to that
grant or contract for purposes of inter-
pretation of this part, provided, how-
ever, that this must not be construed
to prevent a contractor or non-Federal
entity from contesting the lawfulness
of such a determination.

§75.4561 Losses on other awards or
contracts,

Any excess of costs over income
under any other award or contraot of
any nsbture is unallowabls. This in-
oludes, but ig not limited to, the non-
Federal entiby’s contributed portion by
reason of cost-sharing agreements or
any under-recoveries through negotia-
tion of flat amounts for indirect (F&A)
oosts, Also, any excess of costs over au-
thorized funding levels transferred
from any award or contract to another
award or contraot is unallowable, All
losses are not allowable indirect (F&A)
costs and are required to be included in
the appropriate indirect cost rate hase
for allocation of indirect costs.

§756.452 Maintenance and repair costs.

Costs incurred for utilities, insur-
ance, security, necessary maintenance,
Jenitorial services, repair, or upkeep of
buildings and equipment (including
Federal property unless otherwise pro-
vided for) which nelther add to the per-
manent value of the properly nor ap-
preciably prolong its intended life, but
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keep it in an efflcient operating condi-
tion, are allowable. Costs incurred for
improvements which add to the perma-
nent value of the buildings and equip-
ment or appreciably prolong their in-
tended life must be treated as capital
expenditures (see §76.439). These costs
are only allowable to the extent not
pald through rental or other agree-
ments.

§75.453 Materials and supplies costs,
including costs of computing de-
vices,

(a) Costs inourred for materials, sup-
plies, and fabricated parts necessary to
carry out a Federal award are allow-
able,

(b) Purchased materials and supplies
must be charged at their actual prices,
net of applicable credits, Withdrawals
from general stores or stockrooms
must be oharged at their actual net
cost under any recognized method of
pricing inventory withdrawals, consist-
ently applied, Incoming transportation
charges are a proper part of materials
and supplies costs,

(¢) Materials and supplies used for
the performance of & Federal award
may be charged as direct costs, In the
speoific case of oomputing devioces,
charging as direct costs 18 allowable for
devices that are essential and allo-
cable, but not solely dedicated, to the
performance of a Federal award.

(d) Where federally-donated or fur-
nigshed materials are used in per-
forming the Federal award, such mate-
rials will be used without charge,

§75.454 Memberships, _subscriptions,
and professional activity costs.

(a) Costs of the non-Federal enbity’s
membership in business, technical, and
professional organizations are allow-
able,

(b) Costs of the non-Federal entity’s

subscriptions to business, professional,
and technical periodicals are allowable,

(¢) Costs of membership in any oivic
or communiby organization are allow-
able with prior approval by the HHS
awarding agenoy. or pass-through enti-
ty.
(d) Costs of membership in any coun-
try olub or social or dining club or or-
ganization are unallowable.

¢

45 CFR Sublitle A (10-1-15 Edition)

(o) Costs of membership in organiza-
tions whose primsary purpose is lob-
bying are unallowable, See algo §7b,460,

§75.456 Organization costs,

COosts such as incorporation fees, bro-
korg’ fees, fees to promoters, organizers
or management consultants, attorneys,
accountants, or Investment counselor,
whether or not employees of the non-

Pederal entity in conneotion with es-.

tablishment or reorganization of an or-
ganization, are unallowable except
with prior approval of the HHS award-
ing agency.

§75.456 Participant support costs,

Participant support costs are dsfined
in §75.2, Participant support costs are
allowable with the prior approval of
the HHS awarding agency.

§75.457 Plant and security costs,

Necessary and reagonable expenses
inourred for protection and security of
facilities, personnel, and work products
are allowable. Such costs include, but
are not limited to, wages and uniforms
of personnel engaged in seourity sotivi-
ties; equipment; barriers; protective
(non-military) gear, devices, and equip-
ment; contractual security services;
and consultants. Uapital expenditures
for plant security purposes are subject
to §76.439.

§75,468 Pre-award costs,

Pre-award ocosts are those incurred
prior to the effective date of the Fed-
eral award directly pursuant to the ne-
gotiation and in anticipation of the
Federal award where such costs are
necessary for efficlent and timely per-
formance of the scope. of work., Such
costs are allowable only to the extent
that they would have been allowable if
incurred after the date of the Federal
award and only with the written ap-
proval of the HHS awarding agenoy,

§75.459 Professional services costs,

(a) Cosgts of professional and consult-
ant services rendered by persons who
are members of a particular profession
or possess a special gkill, and who are
not officers or employees of the non-
Federal entity, are allowable, subject
to paragraphs (b) and (c) of this section
when reasonable in relation to the
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gervices rendered and when not contin-
gent upon recovery of the costs from
the Federal Government. In addition,
legal and related services are limited
under §76.436,

(b) In determining the allowability of
costs in a particular case, no single fac-
tor or any special combination of fac-
tors is necessarily determinative. How-
ever, the following factors are relevant;

(1) The nature and scope of the serv-
ice rendered in relation to the service
required.

(2) The necessity of contracting for
the service, considering the non-Fed-
eral entity's capability In the par-
ticular area,

(3) The past pattern of such ocosts,
particularly in the years prior to Fed-
eral awards,

(4) The impaot of Federal awards on
the non-Federal entity’s business (l.e.,
what new problems have arisen).

(6) Whether the proportion of Federal
work bto the non-Federal entity's total
business is such as to influence the
non-Federal entity in favor of incur-
ring the cost, particularly where the
services rendered are not of a con-
tinuing nature and have little relation-
ship to work under Federal awards,

(6) Whether the service can be per-
formed more economioally by direct
employment rather than contracting,

() The qualifications of the indi-
vidual or concern rendering the service
and the customary fees charged, espe-
oially on non-federally funded activi-
ties.

(8) Adequacy of the contractual
agreement for the service (e.g., desorip-
tion of the service, estimate of time re-
quired, rate of compensation, and ter-
mination provisions),

(¢) In addition to the factors in para-
graph (b) of this section, to be allow-
able, retainer fees must be supported

by evidence of bona fide services avall-

able or rendered.

§75.460 Proposal costs.

Proposal costs are the costs of pre-
paring bids, proposals, or applications
on potential Federal and non-Federal
awards or projects, inoluding the devel-
opment of data necessary to support
the non-Federal entity's bids or pro-
posals, Proposal costs of the ocurrent
acoounting perlod of both successful

§76.463

and unsuccessful bids and proposals
normally should be treated as indirect
(F&A) costs and allocated currently to
all activities of the non-Federal entity.
No proposal costs of past accounting
periods will be allocable to the current
period.

§76.461 Publication
costs,

(a) Publioation costs for electronioc
and print media, including distribu~
tion, promotion, and general handling
are allowable, If these costs are not
identifiable with a partioular cost ob-
jeotive, they should be allocated as in-
direct costs to all benefiting activities
of the non-Federal entity.

(b) Page charges for professional
journal publications are allowable
where;

(1) The publications report work sup-
ported by the Federal Government; and

(2) The charges are levied impartially
on all items published by the journal,
whether or not under a Federal award,

(c) The non-Federal enbity may
charge the Federal award before close-
out for the costs of pubHdeation as pre-
scribed in paragraphs (a) or (b) of this
section or sharing of research results if
the costs are not incurred during the
period of performance of the Federal
award,

and  printing

§'75.4_62 Rearrangement and reconver-
sion costs,

(a) Costs inourred for ordinary and
normal rearrangement and alteration
of facilities are allowable as indirect
oosts, Speoial arrangements and alter-
ations costs incurred speoifically for a
Federal award are allowable as a direct
cost with the prior approval of the HHS
z,wa,rding agency or pass-through enti-
Y.

(b) Oosts incurred in the restoration
or rehabilitation of the non-Federal en-
tity’s facilibties to approximately the
same condition existing immediately
prior to commencement of Federal
awards, less costs related to normal
wear and tear, are sllowable,

§75.463 Recruiting costs,

(a) Subject to paragraphs (b) and (¢)
of this section, and provided that the
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size of the staff recruited and main-
tained is in keeping with workload re-
quirements, costs of *help wanbed' ad-
vertising, operating costs of an em-
ployment office necessary to secure
and maintain an adequate staff, costs
of operating an aptitude and edu-
catbional testing program, travel costs
of employees while engaged in recruit-
ing personnel, travel ocosts of appli-
cants for interviews for prospective
employment, and relocation ocogts in-
ourred inoident to recruitment of new
employees, are allowable to the extent
that such costs are inourred pursuant
to the non-Federal enbtity’s standard
recruitment program, Where the non-
Federal entity uses employment agen-
cles, coats not in exocess of standard
commerocial rates for such services are
allowable.

(b) Speoial emoluments, fringe bene-
fits, and salary allowances incurred to
attract professional personnel that do
not meet the test of reasonableness or
do not conform with the established
practices of the non-Federal entity, are
unallowable,

(o) Where relocation costs incurred
incident to recrulitment of a new em-
ployee have been funded in whole or in
part to a Federal award, and the newly
hired employee resigns for reasons
within the employee’s control within 12
months after hire, the non-Federal en-
ity will be required to refund or credit
the Federal share of such relooation
costs to the Federal Government. Ses
also §76.464.

(d) Short-term, travel visa costs (as
opposed to longer-term, immigration
vigas) are generally allowable expenses
that may be proposed as a direct cost,
Since short-term visas are lssued for a
gpeoific period and purpose, they can be
clearly identified as directly conneoted
to work performed on a Federal award,

For these costs to be directly charged

t0 g Federal award, they must: :

(1) Be critical and necessary for th
conduct of the project;

(2) Be allowable under the applicable
cost principles;

(3) Be consistent with the non-Fed-
eral entity’s cost accounting practices
and non-Federal entity policy; and

(4) Meet the definitlon of ‘‘direot
oost’’ as desoribed in the applicable
cost principles.

45 CFR Subtitie A (10-1-15 Edilion)

§76.464 Relocation costs of employees,

(a) Reloocation costs are ocosts inci-
dent to the permanent change of duty
assignment (for an indefinite period or
for a stated period of not less than 12
months) of an existing employee or
upon recrultment of a new employee.
Relocation costs are allowable, subject
to the limitations described in para-
graphs (b), (c), and (d) of this section,
provided that:

(1) The move is for the benefit of the
employer.

(2) Reimbursement to the employee
is in accordance with an establighed
written polioy consistently followed by
the employer.

(3) The reimbursement does not ex-
ceed the employee’s actual (or reason-
ably estimated) expenses.

(b) Allowable relocation costs for
current employees are limited to the
following:

(1) The cogts of transportation of the
employee, members of his or her imme-
diate family and his household, and
pergonal effects to the new looation,

(2) The costs of finding a new home,
such as advance brips by employees and
gpouses to locate living quarters and
temporary lodging during the transi-
tion period, up to maximum period of
30 oalendar days.

(3) Cloging costs, such as brokerage,
legal, and appraisal fees, incident to
the disposition of the employee’s
former homs. These oosts, together
with those described in (4), are limited
to 8 per cent of the sales price of the
employee’s former home,

(4) 'The continuing costs of ownership
(for up to six months) of the vacant
former home after the settlement or
lease date of the employee’s new per-
menent home, such as maintenance of
buildings and grounds (exclusive of fix-
ing-up expenses), ubilities, taxes, and
property insurance.

(6) Other necessary and reasonable
expenses normally incident to reloca-
tion, such as the costs of canceling an
unexpired lease, transportation of per-
sonal property, and purchasing insur-
ance against loss of or damages to per-
sonal property. The cost of canceling
an unexpired lease is Umited to three
times the monthly rental.
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(c) Allowable relocation costs for new
employees are limited to those de-
scribed in paragraphs (b)(1) and (2) of
this section, When relocation costs in-
ourred inocident to the recruitment of
new employees have been charged to a
PFederal award and the employee re-
signs for reasons within the employee’s
oontrol within 12 months after hire,
the non-Federal entity must refund or
credit the Federal Government for its
share of the cost, However, the costs of

travel to an overseas loocation must be -

considered travel costs in accordance
with §75.474, and not §76.464, for the
purpose of this paragraph if dependents
are not permitted at the location for
any reason and the costs do not include
costs of transporting household goods,

(@) The following costs related to re-
loocation are unallowable!

(1) Fees and other costs associated
with acquiring a new home,

(2) A loss on the sale of a former
home.

(3) Continuing mortgage principal
and interest payments on a home being
sold.

(4) Income taxes pald by an employee
related to reimbursed relocation costg,

§75.465 Rental costs of real property
and equipment,

(a) Subject to the limitations de-
geribed in paragraphs (b) and (c) of this
section, rental costs are allowable to
the extent that the rales are reason-
able in light of such factors as: Rental
costs of comparable property, if any;
market conditions in the area) alber-
natives available; and the type, life ex-
pectancy, condition, and value of the
property leaged. Rental arrangements
gshould be reviewed periodically to de-
termine if circumstances have changed
and other options are avallable,

(b) Rental costs under ‘‘sale and lease
back” arrangements are allowable only

up to the amount that would be al-

lowed had the non-Federal entity con-
tinued to own the property., This
amount would include expenses such as
depreciation, maintenance, taxes, and
insuranoce.

(c) Rental costs under ‘‘less-than-
arm's-length’’ leases are allowable only
up to the amount (as explalned in para-
graph (b) of this section), For this pur-
pose, a less-than-arm’s-length lease is

§75.465

one under which one party to the lease
agreement is able to control or sub-
stantially influence the actions of the
other, Such leases include, but are not
limited to those between:

(1) Divisions of the non-Federal enti-
ty;

(2) The non-Federal entity under
common control through common offi-
oers, direotors, or members; and

(3) The non-Federal entity and a di-
rector, trustee, officer, or key em-
ploysee of the non-Federal entity or an
immediate family member, either di-
rectly or through corporations, trusts,
or similar arrangements in which they
hold a controlling interest. For exam-
ple, the non-Federal entity may estab--
lish a separate corporation for the sole
purpose of owning property and leasing
1t back to the non-Federal entity,

(49) Family members include one
parby with any of the following rela-
tionships to another party:

(1) Boouse, and parents thereof;

(11) Children, and spouses thereof;

(i11) Parents, and spouses thereof;

(1v) Siblings, and spouses thereof;

(v) .Grandparents and grandchildren,
and spouses thereof;

(vi) Domestlc partner and parents
thereof, including domestic partners of
any individual in 2 through 6 of this
definition; and

(vil) Any individual related by blood
or affinity whose olose assooiation with
the employee is the equivalent of a
family relationghip.

(6) Rental costs under leases which
are required to be treated as oapital
leases under GAAP are allowable only
up to the amount (a8 explained in para-
graph (b) of this section) that would be
allowed had the non-Federal entity
purchased the property on the date the
lease agreement was exeouted. The pro-
visions of GAAP must be used to deter-
mine whether a lease is a capital lease,
Interest costs related to capital leases
are allowable to the extent they meet
the oriterla in §76.440, Unallowable
costs include amounts paid for profit,
management fees, and taxes that would
not have been incurred had the non-
Federal entity purchased the propsrty.

(6) The rental of any property owned
by any individuals or entities affiliated
with the non-Federal entity, to include
commerclal or residential real estate,

313



§75.466

for purposes such as the home office
workspace is unallowable.

§75,466 Scholarships and student aid
costs,

(a) Oosts of scholarships, fellowships,
and other programs of student ald at
THESs are allowable only when the pur-
pose of the Federal award is to provide
training to selected particlpants and
the charge is approved by the HHS
awarding agency. However, tuition re-
misgion and other forms of compensa-
tion pald as, or in lieu of, wages to stu-
dents performing necessary work are
allowable provided that:

(1) The individual is conducting ac-
tivitles necessary to the Federal
award;

(2) Tuition remission and other sup-
port are provided in acoordance with
established policy of the IHE and con-
sistently provided in a like manner lo
gtudents in return for similar acbivities
conducted under Federal awards as
well as other activities; and

(3) During the academic period, the
student is enrolled in an advanoced de-
gree program at a non-Federal entity
or affilisted institution and the activi-
ties of the student in relation to the
Federal award are related to the degree
program; ]

(4) The tuition or other payments are
reasonable compensatlion for the work
performed and are conditioned explic-
itly upon the performance of necessary
work; and

(6) It is the THE's pracbice to simi-
larly compensate students under Fed-
eral awards as well as other activities,

(b) Charges for tuition remission and
other forms of compensation paid to
students as, or in lieu of, salaries and
wages must be subject to the reporting
requirements in §76.430, and must be
treated as direct or indirect cost in ac-

cordance with the aotual work being.

performed, Tuition remission may be
charged on an average rate basis. See
also §75.431,

§76.467 Selling and marketing costs,

Costs of selling and marketing any
products or services of the non-Federal
entity (unless allowed under §76.421)
are unallowable, except as direct costs,
with prior approval by the HHS award-

’
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ing agency when necessary for the per-
formance of the Federal award,

§75.468 Specialized service facilities,

(a) The cosgts of services provided by
highly complex or specialized facilities
operated by the non-Federal entity,
such as computing facilities, wind tun-
nels, and reactors are allowable, pro-
vided the charges for the services meet
the oconditions of either paragraphs (b)
or (o) of this gection, and, in addition,
take into account any items of income
or Federal financing that qualify as ap-
plicable oredits under §75.406,

(b) The costs of such services, when
material, must be charged directly to
applicable awards based on actual
usage of the services on the basis of a
gohedule of rates or established meth-
odology that:

(1) Does not disoriminate between ac-
tivities under Federal awards and other
aotivities of the non~-Federal entity, in-
cluding usage by the non-Federal enti-
ty for internal purposes, and

(2) Is designed to recover only the ag-
gregate costs of the services. The costs
of ea0h service must consist normally
of both its direct costs and its allocable
share of all indirect (F&A) costs, Rates
must be adjusted at least biennially,
and must take into consideration over/
under applied costs of the previous pe-
riod(s).

(c) Where the costs incurred for a
gervice are not material, they may be
allooated as indirect (FF&A) costs.

(d) Under some extraordinary oir-
cumstances, whers it i8 in the best in-
torest of the Federal Government and
the non-Federal entity to establish al-
ternative ocosting arrangements, such
arrangements may be worked oub with
the Federal cognizant agency for indi-
rect costs,

§76,469 Student activity costs,

Costs incurred for intramural activi-
tles, student publications, student
clubs, and other student gctivities, are
unallowable, unless specifically pro-
vided for in the Federal award,

§76,470 Taxes (including Value Added
Tax),

(a) For states, local governments and
Indian tribes:
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(1) Taxes that a governmental unit is
legally required to pay are allowable,
exoept for self-assessed taxes that dis-
proportionately affect Federal pro-
grams or changes in tax policles that
disproportionately affect Federal pro-
grams,

(2) QGasoline taxes, motor vehicle
fees, and other taxes that are in effect
user fees for benefits provided to the
Federal Government are allowable,

(3) This provision doeg not restriot
the authority of the HHS awarding
agenoy to identify taxes where Federal
participation is inappropriate, Where
the identification of the amount of un~
allowable taxes would require an inor-
dinate amount of effort, the cognizant
agenocy for indireot costs may accept a
reasonable approximation thereof.

(b) For nonprofit organizations and
THESs:

(1) In general, taxes which the non-
Federal entity is required to pay and
which are paid or accrued in acoord-
ance with GAAP, and payments made
to local governments in lisu of taxes
which are commensurate with the local
government services received are al-
lowable, except for:

(1) Taxes from which exemptions are
avalilable to the non-Federal entity di-
rectly or which are available to the
non-Federal entity based on an exemp-
tion afforded the Iederal Government
and, in the latter case, when the HHS
awarding agenoy makes avallable the
necessary exemption certificates,

(1) Special assessments on land
which represent capital improvements,
and

(i11) Federal income taxes,

(2) Any refund of taxes, and any pay-
ment to the non-Fedsral entity of in-
terest thereon, which were allowed as
Federal award costs, will be oredited
either as a cost reduction or ocash re-

fund, as appropriate, to the Federal:

Government, Howevey, any Interest ac-
tually pald or credited to an non-Fed-
eral entiby incident to a refund of tax,
interest, and penalty will be pald or
oredited to the Federal Government
only to the extent that such interest
acorued over the perlod during which
the non-Federal entity has been reim-
bursed by the Federal Government for
the taxes, interest, and penalties.

(o) Value Added Tax (VAT) Forelgn
taxes charged for the purchase of goods
or services that a non-T'ederal entity is
legally required to pay in country is an
allowable expense under Federal
awards, Forelgn tax refunds or applica-
ble credits under Federal awards refer
to receipts, or reduction of expendi-
tures, which operate to offset or reduce
oxpense items that are allooable to
Federal awards as direct or indirect
costs, To the extent that such oredits
accrued or received by the non-Federal
entity relate to allowabls cost, these
costs must be oredited to the HHS
awarding agency either as costs or cash
refunds, If the costs are oredited back
to the Federal award, the non-Federal
entity may reduce the Federal share of
costs by the amount of the foreign tax
reimbursement, or where Federal
award has not expired, use the foreign
government tax refund for approved ac-
tivities under the Federal award with
prior approval of the HHS awarding
agenay,

§75,.471 Termination costs,

Termination of a Federal award gen-
erally gives rise to the incurrence of
costs, or the need for special treatment
of costs, which would not have arisen
had the Federal award not been termi-
nated, Cost prinoiples covering these
items are set forth in this section.
They are to be used in oconjunction
with the other provistions of this part
in termination situastions,

(a) The cost of items reasonably usa-
ble on the non-IFederal entity's other
work must not be allowable unless the
non-Federal entity submits evidence
that it would not retein such items at
cost without sustaining a loss, In de-
ciding whether such items are reason-
ably usable on other work of the non-
Federal entity, the HHS awarding
agency should consider the non-Federal
entity’s plang and orders for current
and scheduled aotlvity, Contempora-
neous purchases of common items by
the non-Federal entity must be re-
garded as evidence that such items are
reasonably usable on the non-Federal
entity's other work, Any acceptance of
common items as allocable to the ter-
minated portion of the Federal award
must be limited to the extent that the
quantities of such items on hand, in
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transit, and on order are in excess of
the reasonable quantitative require-
ments of other work.

(b) I in a partiocular case, despite all
reasonable efforts by the non-Federal
entity, oertain costs cannot be discon-
tinued immediately after the effective
date of termination, such costs are
generally allowable within the limita-
tions set forth in this part, except that
any such oosts continuing after termi-
nation due to the negligent or willful
failure of the non-Federal entity to dis-
continue such costs must be unallow-
able.

(o) Loss of useful valus of special
tooling, machinery, and equipment is
generally allowable if:

(1) Such special tooling, speoial ma-
chinery, or equipment is not reason-
ably capabls of use in the other work of
the non-Federal entity,

(2) The interest of the Federal Gov-
ernment is protected by transfer of
title or by other means deemed appro-
priate by the HHS awarding agenoy
(see also §75.320(d)), and

(3) The loss of useful value for any
one terminated Federal award is lim-
ited to that portion of the acquisition
cost which bears the same ratio to the
total aocquisition cost as the termi-
nated portion of the Federal award
bears to the entire terminated Federal
award and other Federal awards for
which the special tooling, 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 re-
sidual 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 Pederal award and such

further period as may be reagsonable,

and

(2) The non-Federal entity makes all
reasonable efforts to terminate, assign,
settle, or otherwise reduce the cost of
such lease, There also may be included
the cost of alterations of such leased
property, provided such alterations
were necessary for the performance of
the Federal award, snd of reasonable
restoration required by the provisions
of the lease,

’
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(e) Settlement expenses including the
following are generally allowable:

(1) Acoounting, legal, clerical, and
similar costs reasonably necessary for:

(1) The preparation and presentation
to the Federal awarding agency of set-
tlement claims and supporting data
with respect to the terminated portion
of the Federal award, unless the termi-
nation is for cause (see subpart D of
this part, §§76.371 through 76.375); and

(1i) The termination and settlement
of subawards,

(2) Reasonable cogsts for the storage,
transportation, protection, and disposi-
tion of property provided by the Fed-
ergl Government or acquired or pro-
duced for the Federal award,

(f) Claims under subawards, including
the allocable portion of claims which
are common to the Federal award and
to other work of the non-Federal enti-
ty, are generally allowable, An appro-
priate share of the non-Federal entity’s
indirect costs may he allocated to the
amount of settlements with contrac-
tors and/or subrecipients, provided that
the amount allocated is otherwise con-
sistent with the basic guidelines con-
tained in §76.414. The indireot costs so
allocated must exclude the same and
similar costs claimed direotly or indi-
rectly ag settlement expenses,.

§76.472 Training and education costs,

The cost of training and education
provided for employee developmsent is
allowable,

$75.473 'Transportation costs,

Costs inourred for freight, express,
oartage, postage, and other transpor-
tation services relating either to goods
purchased, in process, or delivered, are
allowable. When such costs can readily
be identified with the items involved,
they may be charged directly as trans-
portation costs or added to the cost of
such items. Where identification with
the materials received cannot readily
be madse, inbound transportation cost
may be charged to the appropriate in-
direot (I'&A) cost acoounts if the non-
Federal entity follows a consistent, eq-
uitable procedure in this respect. Out-
bound freight, if reimbursable under
the terms and conditions of the Federal
award, should be treated as a direct
cost,
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§75.474 Travel costs,

(a) General., Travel costs are the ex-
pensges for transportation, lodging, sub-
sigtence, and related items incurred by
employees who are in travel status on
official business of the non-Federal en-
tity. Such ocosts may be charged on an
aotual cost basis, on a per diem or
mileage basis in lieu of actual costs in-
ourred, or on a combination of the two,
provided the method used is applied to
an entire trip and not to selected days
of the trip, and results in charges con-
sistent with those normally allowed in
like circumstances in the non-Federal
entity’s non-federally-funded activities
and in accordance with non-Federal en-
tity's written travel reimbursement
policies. Notwithstanding the provi-
sions of §76.444, trave!l costs of officials
ocovered by that section are allowable
with the prior written approval of the
Federal awarding agenoy or pass-
through entity when they are speoifi-
oally related to the Federal award,

(b) Lodging and subsistence. Costs in-
curred by employees and officers for
travel, including costs of lodging, other
subsistence, and incidental expenses,
must be considered reasonable and oth-
erwise allowable only to the extent
such costs do not exceed charges nor-
mally allowed by the non-Federal enti-
ty in its regular operations as the re-
sult of the non-Federal entity's written
travel polioy. In addition, if these costs
are charged directly to the Federal
award documentation must justify
that:

(1) Participation of the individual is
necessary to the Federal award; and

(2) The costs are reasonable and con-
sgistent with non-Federal entity’s es-
tablished travel polioy,

(o)1) Temporary dependent oare
costs (as dependent is defined in 26
U.8.C. 162) above and beyond regular

dependent care that directly results.

from travel to conferences i8 allowable
provided that:

(1) The costg are a direct result of the
individual’s travel for the Federal
award,

(11) The costs are congistent with the
non-Federal entity's documented trav-
el policy for all entity travel; and

(ii1) Are only temporary during the
travsl period.

(2) Travel costs for dependents are
unallowable, except for travel of dura-
tion of six months or more with prior
approval of the HHS awarding agency.
See also §75.432.

(d) In the absence of an acceptable,
written non-Federal entity policy re-
garding travel costs, the rates and
amounts established under 6 U.S.C.
5701~11, or by the Administrator of
General Services, or by the President
(or his or her designee) pursuant to any
provisiong of such subchapter must
apply to travel under Federal awards
(48 OFR 81,206-46(a)).

(e) Commercial air travel. (1) Alrfare
costs in exoess of the basic least expen-
slve  unrestricted accommodations
clags offered by commerolal airlines
are unallowable except when such ac-
commodations would:

(1) Require oircuitous routing;

(11) Require travel during unreagon-
able hourg;

(111) Bxoessively prolong travel;

(iv) Result in additional costs that
would offset the transportation sav-
ings; or ’

(v) Offer aocommodations not reason-
ably adequate for the traveler’'s med-
joal needs., The non-Federal entity
must Justify and document these condi-
tions on a oase-by-case basis in order
for the use of first-class or business-
class airfare to be allowabls in such
oases,

(2) Unless a pattern of avoidance is
detiected, the Federal Government will
generally not question a non-Federal
entity's determinations that cus-
tomary standard airfare or other dis-
count airfare is unavailable for speoific
trips if the non-Federal entity can
demonstrate that such airfare was not
available in the specific case,

(f) Air travel by other than commercial
carrier. Costs of travel by non-Federal
entity-owned, -leased, or -chartered
airoraft include the cost of lease, char-
ter, operation (including personnel
costs), maintenance, depreciation, in-
surance, and other related costs, The
portion of such costs that exceeds the
cost of airfare as provided for in para-
graph (d) of this section, is unallow-
able,
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§76.476 Trustees,

Travel and subsistence costs of trusi-
ees (or directors) at IHEs and nonprofit
organizations are allowable. See also
§76.474.

HHS SELECTED ITEMS OF COST

§75.476 Independent research and de-
velopment costs,

Independent research and develop-
ment is research and development
which is conducted by an organization,
and which is not sponsored by Federal
or non-Federal awards, oontracts, or
other agreements, Independent re-
gearch and development shall be allo-
cated its proportionate share of indi-
rect costs on the same basis as the al-
location of indireot costs to sponsored
research and development, The cost of
independent research and development,
including their proportionate share of
indireot costs, are unallowable,

Subpart F—Audit Requirements
GBENERAL

§75.500 Purpose,

This part sets forth standards for ob-
taining consistency and uniformity
among HHS agencies for the audit of
non-Federal sntities expernding Federal
awards,

AUDITS

§76.501 Audit requirements.

(a) Audit required. A non-Federal enti-
ty that expends $750,000 or more during
the non-Federal entity’s fiscal year in
Faderal awards must have a single or
program-specific audit conducted for
that year in accordance with the provi-
glons of this part.

(b) Single audit. A non-Federal entity
that expends $750,000 or more during

the non-Federal entity’s fiscal year in:

Federal awards must have a single
gudit conducted in acoordance with
§76.614 except when it eleots to have a
program-specific audit conducted in ac-
cordance with paragraph (o) of this sec-
tion.

(o) Program-specific audit election,
When an auditee expends Federal
awards under only one Federal pro-
gram (excluding R&D) and the Federal
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program’s statutes, regulations, or the
terms and conditions of the Federal
award do not require a financial state-
ment andit of the auditee, the audites
may elect to have a program-specific
audit conducted in accordance with
§76.607. A program-gspecific audit may
not be elscted for R&D unless all of the
Federal awards expended were recsived
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
oase of a subrecipient, approves in ad-
vance a program-gpecific audit,

(@) Exemption when Federal qwards ex-
pended are less than $750,000, A non-Fed-
eral entity that expends less than
§760,000 during the non-Federal entity’s
fiscal year in Federal awards is exempt
from Federal audit requirements for
that year, except as noted in §76.503,
but records must be available for re-
view or audit by appropriate officials
of the Federal agency, pass-through en-
tity, and Government Accountability
Office (GAO).

(8) Federally Funded Research and De-
velopment Centers (FFRDC), Manage-
ment of an aguditee that owns or oper-
ates a FFRDO may elect to treat the
FFRDC as a separate entity for pur-
poses of this part.

(f) Subrecipients and contractors, An
audites may simultaneously be a re-
cipient, a subrecipient, and a ocon-
tractor, Federal awards expended as a
revipient or a subrecipient are subjeot
to audit under this part, The payments
recelved for goods or services provided
a8 8 ocontractor are not Federal awards.
Section 75.361 sets forth the oconsider-
ations in determining whether pay-
ments constituie a Federal award or a
payment for goods or gervices provided
a8 g contraclor, '

(g) Compliance responsibility for con-
traclors, In most cases, the auditee's
complisnce responsibility for contrac-
tors is only o ensure that the procure-
ment, receipt, and payment for goods
and services comply with Federal stat-
utes, regulations, and the terms and
conditions of Federal awards. Federal
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award compliance requirements nor-
mally do not pass through to contrao-
tors, However, the audites is8 respon-
sible for ensuring compliance for pro-
curement transactions whioh are struc-
tured such that the contractor is re-
sponsible for program complianco or
the contractor’s records must be re-
viewed to determine program compli-
ance. Also, when these prooursment
transactions relate to a major pro-
gram, the scope of the audit must in-
clude determining whether these trans-
actions are in compliance with Federal
statutes, regulations, and the terms
and conditions of Federal awards,

() For-profit subrecipient, Since this
part does not apply to for-profit sub-
recipients, the pass-through entity is
responsible for establishing require-
ments, as necessary, to ensure compli-
ance by for-profit subrecipients. The
agresment with the for-profit sub-
recipient must describe applicable
compliance requirements and the for-
profit subrecipient’s compliance re-
sponsibility. Methods to ensure compli-
ahce for IPederal awards made to for-
profit subrecipients may include pre-
award audits, monitoring during the
agreement, and post-award audits, See
algo §76.352.

(1) Recipients and subrecipients that
are commercial organizations (includ-
ing for-profit hospitals) have iwo op-
tions regarding audits:

(1) A finanoial related audit (as de-
fined in the Government Auditing
Standards, GPO Stock #020-000-00-266—
4) of a particular award in accordance
with Government Auditing Standards,
in those cases where the recipient re-
oeives awards under only one HHS pro-
gram, or, if awards are received under
multiple HHS programs, a finanoial re-
lated audit of all HHS awards in ac-
cordance with Government Auditing
Standards; or

(2) An audit that meets the require-

ments contained in this subpart,

(}) Commercial organizations that re-
ceive annual HHS awards totaling less
than $750,000 are exempt from require-
ments for a non-Federal audit for that
year, but records must be available for
review by appropriate officials of Fed-
eral agencies,

(k) See also §75.215.

§76,602 Basis for determining Federal
awards expended.,

(a) Determining Federal awards ex-
pended., The determination of when a
Federal award is expended must be
based on when the activity related to
the I'ederal award ocours. Generally,
the activity pertains to events that re-
quire the non-Federal entity to comply
with Federal statutes, regulations, and
the terms and oconditions of Federal
awards, such ag! expenditure/expense
transactions associated with awards in-
cluding grants, oost-reimbursement
oontracts under the FAR, compacts
with Indian Tribes, cooperative agree-
ments, and direct appropriations; the
disbursement of funds to subrecipients;
the use of loan proceeds under loan and
loan guarantee programs; the receipt of
property; the recelpt of surplus prop-
erty; the receipt or use of program in-
come; the distribution or use of food
commodities; the disbursement of
amounts entitling the non-Federal en-
tity to an interest subsidy; and the pe-
riod when insurance is in force,

(b) Loan and loan guarantees (loans).
Since- the Iederal Government is ab
risk for loans until the debt is repaid,
the following guldelines must be used
to ocaloulate the value of Federal
awards expended under loan programs,
except as noted in paragraphs (¢) and
(d) of this section:

(1) Value of new loans made or re-
celved during the audit period; plus

(2) Beginning of the audit period bal-
ance of loans from previous years for
which the Federal Government imposes
continuing compliance requirements;
plus

(8) Any interest subsidy, cash, or ad-
ministrative cost allowance received.

(0) Loan and loan guarantees (loans) at
IHEs. When loans are made to students
of an IHE but the IHE does not make
the loans, then only the value of loans
made during the audit period must be
oonsidered Federal awards expended in
that audit period, The balance of loans
for previous audit periods is not in-
cluded as Federal awards expended be-
oause the lender accounts for the prior
balanoceg,

(@) Prior loan and loan guarantees
(loans). Loans, the proceeds of which
were received and expended in prior
years, are not considered Federal
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awards expended under this part when
the Federal statutes, regulations, and
the terms and conditions of Federal
awards pertaining to such loans impose
no continuing compliance require-
ments other than to repay the loans.

(e) Endowment funds, The cumulative
balance of Federal awards for endow-
ment funds that are {federally re-
atrioted are considered Federal awards
expended in each audit period in which
the funds are still restricted,

(f) Free reni. Free rent received by
itself is not considered a Federal award

expended under this part, However, free -

rent received as part of a Federal
award to ocarry out a Federal program
must be included in determining Fed-
eral awards expended and subject to
gudit under this part.

(&) Valuing non-cash assistance. Fed-
eral non-cash assistance, such as free
rent, food commodities, donated prop-
erby, or donated surplus property, must
be valued at fair market value at the
time of receipt or the assessed value
provided by the HHS agency.

(h) Medicare, Medicare payments to a
non-Federal entity for providing pa-
tient care services to Mediocare-eligible
individuals are not considered Federal
awards expended under this part,

(1) Medicaid. Medicaid payments to a
subreoipient for providing patient care
services to Mediceid-eligible individ-
uals are not considered Federal awards
expended under this part unless a state
requires the funds to be treated as Fed-
eral awards expended because reim-
bursement is on a ocost-reimbursement
basgis,

(J) Certain loans provided by the Na-
tional Credit Union Administration, For
purposes of this part, loans made from
the National Oredit Union Share Insur-
ance Fund and the Oentral Liquidity
Facility that are funded by contribu-
tions from insured non-Federal entities

are not considered Federal awards ex-'

pended.

§75.508 Relation to other audit re-
quirements,

(a) An andit conducted in accordance
with this part must be in lieu of any fi-
nancial audit of Federal awards which
a non-Federal entity is required to un-
dergo under any other Federal statute
or regulation. To the extent that such
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audit provides a Federal agency with
the information it requires to carry
out its responsibilities under Federal
statute or regulation, a Federal agency
must rely upon and use that informa-
tion.

(b) Notwithstanding paragraph (a) of
this section, a Pederal agency, Inspec-
tors General, or GAO may conduct or
arrange for additional audits whioh are
necessary to carry out its responsibil-
ities under Pederal statute or regula-
tion, The provisions of thig part do not
authorize any non-Federal entity to
congtrain, in any manner, such Federal
agenoy from carrying out or arranging
for such additional sudits, exoept that
the Federal agency must plan such gu-
dits to not he duplicative of other au-
dits of Pederal awards, Prior to com-
mencing such an audit, the Federal
agenoy or pass-through entity must re-
view the FAQC for recent audits sub-
mitted by the non-Federal entity, and
to the extent such audits meet a Fed-
oral agenocy or pags-through entity's
needs, the Federal agency or pass-
through entity must rely upon and use
such ‘ sudits, -Any additional audits
must be planned and performed in such
a way as to build upon work performed,
including the audit documentatbion,
sampling, and testing already per-
formed, by other auditors,

(¢) The provisions of this part do not
Hmit the authority of Pederal agencies
to conduct, or arrange for the conduct
of, audits and evaluations of Federal
awards, nor limit the authority of any
Federal agenocy Inspector (General or
other Federal officlal. For exampls, re-
guirements that may be applicable
under the FAR or CAS and the terms
and conditions of a cost-reimbursement
ocontract may Include additional appli-
oable audits to be conducted or ar-
ranged for by Federal agenoies,

(d) Federal agenocy to pay for addi-
tional audits, A Federal agency that
conducts or arranges for additional au-
dits must, consistent with other appli-
oable FPederal statutes and regulations,
arrange for funding the full cost of
such additional audits.

(e) Request for a program to be gu-
dited as a major program. An HHS
awarding agency may request that an
auditee have a particular Federal pro-

gram audited as a major program in-
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lieu of the HHS awarding agency con-
ducting or arranging for the additional
audits, To allow for planning, such re-
quests should be made at least 180 cal-
endar days prior o the end of the fiscal
year to be audited. The auditee, after
consultation with its auditor, should
promptly respond to such a request by
informing the HHS awarding agency
whether the program would otherwise
be audited as a major program using
the risk-based audit approach de-
goribed in §75.618 and, if not, the esti-
mated inorementsl ocost, The HHS
awarding agency must then promptly
confirm to the auditee whether it
wants the program audited as a major
program, If the program:is to be au-
dited as a major program based upon
this HHS awarding agenocy request, and
the HHS awarding agency agrees to
pay the full incremental ocosts, then
the auditee must have the program au-
dited as a major program. A pass-
through entity may use the provisions
of this paragraph for a subrecipient,

§75.804 Frequency of audits.

Except for the provisions for biennial
audits provided in paragraphs (a) and
(b) of this seotion, audits required by
this part must be performed annually,
Any blennial audit must cover both
yoars within the biennial period,

(a) A state, looal government, or In-
dian tribe that is required by constitu-
tion or statute, in effect on January 1,
1087, to undergo its audits less fre-
quently than annually, is permitted to
undergo its audits pursuant to this
part biennially, This requirement must
still be in effect for the biennial period.

(b) Any nonprofit organization that
had biennial audits for all biennial pe-
riods ending between July 1, 1992, and
January 1, 1995, i8 permitted to under-
go its audits pursuant to this part bi-
ennially,

§76.605 Sanctions.

In cases of continued inability or un-
willingness to have an audit conduoted
in acocordance with this part, Federal
agenocles and pass-through entities
must take appropriate action as pro-
vided in §75.871.

§765.606 Audit costs.
See §76.425.

§75.607 Program-specific audits.

(a) Program-specific audit guide avail-
able, In many cages, & program-specific
audit guide will be available to provide
specific guidance to the auditor with
respect Lo Internal ocontrols, compli-
ance requirements, suggested audit
procedures, and audit reporting re-
quirements. A listing of current pro-
gram-specific audit guides can be found
in the compliance supplement begin-
ning with the 2014 supplement includ-
ing HHS awarding agenoy contact in-
formation and a Web site where a.copy
of the gulde can be obtained, When &
ourrent program-gpecific audit guide is
available, the auditor must follow
GAGAS and the gulde when performing
8 program-speoific audit,

(b) Program-specific audit guide not
avaflable, (1) When a current program-
apecific audlt guide is not availlable,
the auditee and auditor must have ba-
sloally the same responsibilities for the
Federal program as they would have
for an audit of a major program in a
single audit,

(2) The auditee must prepare the fi-
nanoinl statement(s) for the Federal
program that includes, at 8 minimum,
a schedule of expenditures of Federal
awards for the program and notes that
describe the significant accounting
policies used in preparing the schednle,
a summary schedule of prior audit find-
ings consistent with the requirements
of §75.611(b), and a ocorrective aotion
plan consistent with the requirements
of §76.611¢c).

(8) The auditor must:

(1) Perform an gudit of the finanoial
statement(s) for the Federal program
in accordance with GAGAS;

(i) Obtain an understanding of inter-
nal controls and perform tests of inter-
nal controls over the Federal program
oonsistent with the requirements of
§75.614(0) for a major program;

(iii) Perform procedures to determine
whether the auditee has complied with
Federal statutes, regulations, and the
terms and conditions of Federal awards
that could have a direct and material
effect on the TFederal program con-
sistent with the requirements of
§'76.514(d) for a major program;

(iv) Follow up on prior audit findings,
perform procedures to assess the rea-
sonableness of the summary schedule
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of prior audit findings prepared by the
auditee in acoordance with the require-
ments of §76.611, and report, as a cur-
rent year audit finding, when the audi-
tor concludes that the summary sched-
ule of prior audit findings materially
misrepresents the status of any prior
audit finding; and

(v) Report any sudit findings con-
glstent with the requirements of
§'76.516,

(4) The auditor’s report(s) may be in
the form of either combined or sepa-
rate reports and may be organized dif-
ferently from the manner presented in
this section. The auditor's report(s)
must state that the audit was.con-
duoted in accordsnce with this part
and include the following:

(1) An opinion (or disclaimer of opin-
{on) as to whether the finanocial state-

ment(s) of the Federal program is pre- .

sented fairly in all material respects in
accordance with the stated accounting
policies;

(11) A report on internal control re-
lated to the Federal program, which
must describe the scope of testing of
internal control and the results of the
tests;

(1i1) A report on compliance which in-
oludes an opinion (or disclaimer of
opinion) as to whether the auditee
complied with laws, regulations, and
the terms and conditions of Federal
awards whioh could have s direct and
material effect on the Federal pro-
gram; and

(1v) A sohedule of findings and ques-
tioned oosts for the Federal program
that inocludes a summary of the audi-
tor’'s results relative to the Federal
program in & format comsistent with
§76.616(d)(1) and findings and ques-
tioned costs oconsistent with bthe re-
quirements of §76.616(d)(3).

(¢) Report submission for program-spe-
cific audits. (1) The audit must be com-

pleted and the reporting required by’

paragraph (c)(2) or (0)(3) of this secbion
submitted within the earlier of 30 cal-
endar days after receipt of the audi-
tor's report(s), or nine months after
the end of the audit period, unless a
different period 18 specified in a pro-
gram-specific audit guide, Unless re-
stricted by Federal law or regulation,
the auditee must make report copies
available for public inspeotion.
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Auditees and auditors must ensure

that their respective parts of the re-

porting package do not include pro-

Ejected personally identifiable informa-
on.

(2) When g program-specific aundit
guide 18 available, the auditee must
electronically submit to the FAC the
data collection form prepared in ac-
cordance with §76.612(b), as applicable
to a program-speoific audit, and the re-
porbing required by the program-spe-
cific audit guide,

(3) When a program-specific audit
guide is not available, the reporting
package for a program-specific audit
must consist of the financial state-
ment(s) of the Federal program, a sum-
mary schedule of prior audit findings,
and a corrective action plan as de-
soribed in paragraph (b)(2) of this sec-
tion, and the auditor’s report(s) de-
soribed in paragraph (b)(4) of this sec-
tion. The data oollection form prepared
in acoordance with §76.612(b), as appli-
cable to a program-gspecific audit, and
one copy of this reporting package
must be electronically submitted to
the FAC. :

(d) Other sections of this part may
apply. Program-specific audits are sub-
leot to:

(1) §76.600 through §76.603(d);

(2) §75,604 through §'76,606;

(3) §76.608 through §76,609;

(4) §76.511;

(6) §'76.5612(e) through (h);

(6) §75.613;

¢7) §16.616 through §75.517;

(8) §76.621, and

(9) Other referenced provisions of this
part unless contrary to the provisions
of this section, a program-specific
audit guide, or program statutes and
regulations.

AUDITEES

§75.508 Auditee responsibilities.

The auditee must: :

(a) Prooure or otherwise arrange for
the audit required by this part in ac-
ocordance with §75.609, and ensure it is
properly performed and submitbed
when due in acoordance with §75.612,

(b) Prepare sppropriate financlal
statements, including the schedule of
expenditures of Federsl awards in ac-
ocordance with §76.610,

|
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(c) Promptly follow up and take cor-
rective action on audit findings, in-
cluding preparation of a summary
schedule of prior audit findings and a
corrective action plan in accordance
with §76.611(b) and §76.611(c), respec-
tively.

(d) Provide the auditor with acoess to
personnel, accounts, books, reocords,
supporting dooumentation, and other
information as needed for the auditor
to perform the audit required by this
part,

§75.509 Auditor selection,

(a) Auditor procurement. In procuring
audit services, the audites must follow
the procurement standards presoribed
by the Procurement Standards in
§§76.326 through 76,336 of subpart D of
this part or the FAR (48 CFR part 42),
as applicable. When proocuring audit
services, the objeotive 1is to obtain
high-quality audits. In requesting pro-
posals for audit services, the objectives
and scope of the audit must be made
clear and the non-Federal entity must
request a copy of the audit organiza-
tlon’s peer review report which the
auditor is required to provide under
GAGAS. Faotors to be considered in
evaluating each proposal for audlt
gervioes include the responsiveness to
the request for proposal, relevant exps-
rience, availability of staff with profes-
sional qualifications and technical
abilities, the results of peer and exter-~
nal quality control reviews, and price,
Whenever possible, the auditee must
make positive efforts to utilize small
businesses, minority-owned firms, and
women’s business enterprises, in pro-
curing audit services as stated in
§76.330, or the FAR (48 CFR part 42), as
applioable,

(b) Restriction on auditor preparing in-
direct cost proposals, An auditor who
prepares the indireot cost proposal or

cost allooation plan may not also be se-'

lected to perform the audit required hy
this part when the indirect costs recov-
ered by the auditee during the prior
yvear exceeded $1 million. This restrio-
tion applies to the base year used in
the preparation of the indirect cost
proposal or cost allocation plan and
any subsequent years in which the re-
sulting indirect cost agreement or cost
allocation plan is used to recover costs,

(c) Use of Federal auditors, Federal
auditors may perform all or part of the
work required under this part if they
comply fully with the requirements of
this part,

§76.610 Financial statements.

(a) Financial statements. The auditiee
must prepare financial statements that
reflect its financial position, results of
operations or changes in net assets,
and, where appropriate, oash flows for
the figcal year audited, The finanoclal
statements must be for the same orga-
nizational unit and fiscal year that is
chosen to meet the requirements of
this part, However, non-Federal entity-
wide financial statements may also in-
clude departments, agencies, and other
organizational units that have separate
sudits in accordance with §'75.614(a)
and prepare separate financial state-
ments,

(b) Schedule of expenditures of Federal
awards, The audites must also prepare
a schedule of expenditures of Federal
awards for the period covered by the
auditee’s financlal statements which
must inolude the total Federal awards
exponded as determined in accordance
with §75,602, While not required, the
auditee may choose to provide infor-
mation requested by HHS awarding
agenoies and pass-through entities to
make the schedule easier to use. For
example, when a Federsl program has
multiple Federal award years, the
auditee may list the amount of Federal
awards expended for each Federal
award year separately, At a minimum,
the schedule must:

(1) List individual Federal programs
by Federal agency. For a cluster of pro-
grams, provide the cluster name, list
individual Federal programs within the
cluster of programs, and provide the
applicable Federal agency name, For
R&D, total Pederal awards expended
must be shown either by individual
Federal award or by Federal agency
and major subdivision within the Fed-
eral agency, For example, the National
Ingtitutes of Health 18 s major subdivi-
sion in the Department of Health and
Human Services,

(2) FPor Federal awards received as a
subrecipient, the name of the pass-
through entity and identifying number
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assigned by the pass-through entity
must be included,

(3) Provide total Federal awards ex-
pended for each individual Federal pro-
gram and the OFDA number or other
identifying number when the GFDA in-
formation is not available, For a olus-
tor of programs algso provide the total
for the cluster,

(4) Include the total amount provided
to subrecipients from each Federal pro-
gram,

(6) For loan or loan guarantee pro-
grams described in §76,602(b), ldentify
in the notes to the schedule the bal-
ances outstanding at the end of the
audit period. This i8 in addition to in-
cluding the total Federal awards ex-
pended for loan or loan guarantee pro-
grams in the gchedule.

(6) Include notes that describe that
significant accounting policies used in
preparing the schedule, and note
whether or not the auditee elected to
use the 10% de minimis cost rate as
covered in §76.414,

876,611 Audit findings follow-up,

(a) Generagl. The auditee is responsible
for follow-up and corrective action on
all audit findings. As part of this re-
sponsibility, the auditee must prepare
a summary schedule of prior audit find-
ings. The auditee must also prepare a
corrvective action plan for current year
audil findings. The summary schedule
of prior audit findings and the correc-
tive action plan must include the ref-
erence numbers the auditor assigns to
audit findings under §76.616(c). Since
the summary schedule may include
gudit findings from multiple years, it
must include the fiscal year in which
the finding initially ocourred. The cor-
rective action plan and summary
schedule of prior sudit findings must
include findings relating to the finan-
oial statements which are required to

be reported 1in accordance with’

GAGAS,

(b) Summary schedule of prior audil
findings. The summary schedule of
prior audit findings must report the
status of all andit findings included in
the prior audil’s schedule of findings
and questioned costs. The summary
sohedule must also include audit find-
ings reported in the prior audit's sum-
mary schedule of prior audit findings
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except audit findings listed as ocor-
rected in accordance with paragraph
(b)(1) of thig section, or no longer valid
or not warranting further action in ac-
cordance with paragraph (b)(3) of this
section,

(1) When audit findings were fully
corrected, the summary schedule need
only list the audit findings and state
that oorrective action was taken,

(2) When audit findings were not cor-
reoted or were only partially corrected,
the summary schedule must describe
the reasons for the finding's recurrence
and planned corrective action, and any
partial corrective action taken, When
corrective aotion taken ig significantly
different from ocorrective action pre-

~ viously reported in a corrective aotion

plan or in the Federal agency’s or pass-
through entity’s management decision,
the summary schedule must provide an
explanation,

(3) When the auditee believes the
audit findings are no longer valid or do
not warranl further action, the reasons
for this position must be desoribed in
the summary scheduls, A valid reason
for considering an audit finding as not
warranting further action is that all of
the following have occurred:

(1) Two years have passed since the
audit report in which the finding oc-
curred was submitted to the FAQ;

(1i) The Federal agency or pass-
through entity is not ocurrently fol-
lowing up with the auditee on the audit
finding; and

(ili) A management decision was not
issued,

(0) Corrective action plan. At the com-
pletion of the audit, the auditee must
prepare, in a document separate from
the auditor’s findings described in
§'16.616, a corrective action plan to ad-~
dress each audit finding included in the
ocurrent year guditor’s reports, The cor-
rective aotion plan must provide the
name(s) of the contact person(s) re-
sponsible for corrective action, the cor-
rective aotion planned, and the antici-
pated completion date. If the auditee
does not agree with the audit findings
or believes oorrective action is not re-
quired, then the corrective action plan
musgt include an explanation and spe-
cific reasons,
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§76.512 Report submission,

(a) General. (1) The audit must be
completed and the data collection form
described in paragraph (b) of this sec-
tion and reporting package described in
paragraph (c) of this section must be
submitted within the earlier of 30 cal-
endar days after receipt of the audi-
tor's report(s), or nine months after
the end of the audit period. If the due
date falls on a Saturday, Sunday, or
Federal holiday, the reporting package
is due the next business day.

(2) Unless rogtricted by Federal stat-
utes or regulations, the auditee must
make copies available for public in-
speotion, Auditees and auditors must
ensure that their respective parts of
the reporting package do not include
proteoted personally identiflable infor-
mation,

(b) Data collection. The FAC is the re-
pository of record for subpart F of this
part reporting packages and the data
collection form, All Federal agencies,
pass-through entities and others inter-
ested in a reporting package and data
collection form must obtain it by ac-
cessing the FAC,

(1) The auditee must submit required
data elements desoribed in appendix X
to part 75, which state whether the
audit was completed in aoccordance
with this part and provides informa-
tion about the auditee, its Federal pro-
grams, and the results of the audit.
The date must include information
available from the audit required by
this part that is necessary for Federal
agenolies to use the audit to ensure in-
tegrity for Federal programs. The data
elements and format must be approved
by OMB, available from the FAC, and
include collections of information from
the reporting package described in
paragraph (o) of this section. A senior
level representative of the auditee (e.g.,
state controller, director of finance,

chief executive officer, or chief finan-"

olal officer) must sign a statement to
be included as part of the data collec-
tion that says that the auditee com-
plied with the requirements of this
part, the data were prepared in accord-
ance with this part (and the instruc-
tions accompenying the form), the re-
porting package does not include pro-
tected personally identifiable informas-
tion, the information included in its

entirety 18 accurate and complete, and
that the FAC is authorized to make the
reporting package and the form pub-
licly avallable on a Web site.

(2) Exception for Indian Tribes and
Tribal Organizations. An auditee that 1s
an Indian tribe or a {ribal organization
(as defined in the Indian Self-Deter-
mination, Eduoation and Assistance
Act (ISDRAA), 25 U.S.0, 460b(1)) may
opt not to authorize the FAC to make
the reporting package publicly avail-
able on a Web site, by excluding the au-
thorization for the FACU publication in
the statement desoribed in paragraph
(b)(1) of this seotion. If this option is
oxeroised, the auditee hecomes respon-
sible for submitting the reporting
package directly to any pass-through
entities through which it has recsived
a Federal award and to pass-through
entities for which the summary sched-
ule of prior audit findings reported the
status of any findings related to Fed-
eral awards that the pass-through enti-
ty provided, Unless restrioted by Fed-
eral statute or regulation, if the
auditee opts not to authorize publica-
tion, it must make coples of the report-
{]xjmg package avallable for public inspec-

on,

(3) Using the information included in
the reporting paokage desoribed in
paragraph (o) of this section, the audi-
tor must complete the applicable date
elements of the data colleotion form.
The auditor must sign a statement to
be included as part of the data colleo-
tlon form that indicates, at & min-
imum, the source of the information
included in the form, the auditor's re-
sponsibility for the information, that
the form is not a substitute for the re-
prorting package desoribed in paragraph
(o) of this section, and that the content
of the form is limited to the collection
of information prescribed by OMB,

(¢) Reporting package, The reporting
package must include the:

(1) Finanoial statements and sched-
ule of expenditures of Federal awards
disoussed in §76.610(a) and (b), respec-
tively;

(2) Summary schedule of prior audit
findings disoussed in §76.511(b);

(3) Auditor’s report(s) discussed in
§76.616; and

(4) Corrective action plan discussed
in §76.611(0),
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(d) Submission to FAC. The auditee
must electronically submit to the FAC
the data collection form described in
paragraph (b) of this section and the
reporting package described in para-
graph (o) of this section,

(e) Requests for management letiers
issued by the auditor. In response to re-
quests by a Federal agency or pass-
through entity, auditees must submit a
copy of any management letters lssued
by the auditor,

(f) Report retention requirements.
Auditees must keep one copy of the
data collection form described in para-
graph (b) of this section and one copy
of the reporting package described in
paragraph (c) of this section on file for
three years from the date of submis-
sion to the FAC,

(8) FAC responsibilities, The FAC musb
make avallable the reporting packages
received in accordance with paragraph
(o) of this section and §76.607(c) to the
public, except for Indian tribes exer-
olsing the option in (b)?2) of this sec-
tion, and maintain a data base of com-
pleted audits, provide appropriate in-
formation to Federal agencies, and fol-
low up with known auditees that have
not submitted the required data collec-
tion forms and reporting packages.

(h) Electronic filing, Nothing in this
part must preclude elsotronic submis-
gions to the FAC in such manner as
may be approved by OMB,

FEDERAL AGENCIES

§75.513 Responsibilities,

(a)(1) Cognizant agency for audit re-
sponsibilities, A non-Federal entity ex-
pending more than $50 million a year in
Tederal awards must have a cognizant
agency for audit, The designated cog-
nizant agency for audit must be the
Federal awarding agenoy that provides
the predominant amount of direct

funding to a non-Federal entity unlegs’

OMB designates s speocific cognizanb
agenocy for audit.

(2) To provide for continuity of cog-
nizance, the determination of the pre-
dominant smount of direct funding
must be based upon direct Federal
awards expended in the non-Federal en-
tity's fiscal years ending in 2009, 2014,
2019 and every fifth year thereafter,
T'or example, audit cognizance for peri-

'
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ods ending in 2011 through 2016 will be
determined bhaged on Federal awards
expended in 2009,

(8) Notwithstanding the manner in
which audit cognizance is determined,
a Federal awarding agency with cog-
nizance for an auditee may reassign
cognizance to another Federal award-
ing agency that provides substantial
funding and agrees to be the cognizant
agenoy for audit, Within 30 ocalendar
days affer any reassignment, both the
old and the new cognizant agency for
audit must provide notice of the
change to the FAC, the auditee, and, if
known, the auditor. The cognizant
agency for audit must:

(1) Provide technical audit advice and
liaigon agsistance to auditees and audi-
tors,

(i1) Obtain or conduct quality control
reviews on seleoted audits made by
non-Federal auditors, and provide the
results to other interested organiza-
tions. Cooperate and provide support to
the Fedoral agency designated by OMB
to lead a government-wide project to
determine the guality of single audits
by providing a statistioally reliable es-
timate of the extent that single audits
conform to applicable reguirements,
standards, and procedures; and to malke
recommendations to address noted
gudit quality issues, including rec-
ommendations for any changes to ap-
plicable requirements, standards and
procedures indicated by the results of
the project, This government-wide
audit quality project must be per-
formed once every 6§ years beginning in
2018 or at such other interval as deter-
mined by OMB, and the results must be
public,

(ii1) Promptly inform other affected
Federal agencles and appropriate Fed-
eral law enforcement officials of any
direct reporting by the auditee or its
auditor required by GAGAS or statutes
and regulations,

(iv) Advise the community of inde-
pendent auditors of any noteworthy or
important factual trends related to the
quality of audits stemming from qual-
ity control reviews., Significant prob-
lems or quallty issues oconsistently
identified through guality control re-
views of audit reports must be referred
to appropriate state licensing agencies
and professional bodies,
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(v) Advise the anditor, HHS awarding
agenoles, and, where appropriate, the
auditee of any deficiencies found in the
audits when the deficiencies require
corrective action by the auditor, When
advised of deficienclies, the auditee
must work with the auditor to take
corrective action, If corrective action
is not taken, the cognizant agenoy for
audit must notify the auditor, the
auditee, and applicable HHS awarding
agenocles and pass-through entities of
the faots and male recommendations
for follow-up action. Major inadequa-
oles or repstitive substandard perform-
ance by auditors must be referred to
appropriate state licensing agenoies
and professional bodies for disciplinary
action,

(vl) Coordinate, to the extent prac-
tioal, 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 rather than dupli-
cate audits performed In acocordance
with this part.

(vil) Coordinate a management deci-~
glon for oross-cutting audit findings (as
defined in §'76.2 Cross-cutiing audit find-
ing) that affect the Federal programs of
more than one agenoy when requested
by any Federal awarding agency whose
awards are included in the audit find-
ing of the auditee.

(viii) Coordinate the audit work and
reporting responsibilities among audi-
tors to achieve the most cost-effective
audit,

(I1x) Provide advice to auditees as to
how to handle changes in fisoal years,

(b) Oversight agency for audit re-
gponsgibilities, An auditee who does not
have a designgted cognizant agency for
audit will be under the general over-
glght of the Federal agency determined
in acoordance with §75.2 Oversight agen-~

cy for audit., A Federal agency with'

oversight for an auditee may reassign
oversight to another Federal agency
that agrees to be the oversight agency
for audit, Within 30 calendar days after
any reassignment, both the old and the
new oversight agency for audit must
provide notice of the change to the
FAC, the auditee, and, if known, the
auditor, The overgight agency for
audit:

(1) Must provide ftechnical advice to
auditees and auditors as requested.

(2) May assume all or some of the re-
sponsibilities normally performed by a
cognizant agency for audit.

(c) HHS awarding agenoy responsibil-
ities. The HHS awarding agency must
perform the following for the Federal
awards it makes (See also the require-
ments of §76.210):

(1) Ensure that audits are completed
and reports are received In a timely
maaner and in accordance with the re-
quirements of this part.

(2) Provide teohnloal advice and
counsgel to auditees and auditors as re-~
quested,

(3) Follow-up on gudit findings to en-
sure that the reciplent takes appro-
priate and timely corrective action, As
part of audit follow-up, the HHS award-
ing agency must:

(1) Issue a management decision as
presoribed in §76.621;

(i1) Monitor the recipient taking ap-
propriate and timely corrective action;

(ii1) Use cooperative audit resolution
meochanisms (see §75.2 Cooperative audit
resolutlon) to improve Federal program
outoomes through better andit resolu-
tion, follow-up, and correotive action;
and .

(iv) Develop a baseline, metrics, and
targets to track, over time, the effec-
tiveness of the Federal agenocy's proc-
egs to follow-up on audil findings and
on the effectivensss of Single Audits in
improving non-Federal entity account-
ability and their wse by HHS awarding
agenocies in making award deoisions,

(4) Provide OMB annugl updates to
the compliance supplement and work
with OMB to ensure that the compli-
anoe supplement focuses the auditor to
test the compliance requirements most
Hikely to cause improper payments,
fraud, waste, abuse or generate audit
finding for which the Federal awarding
agenoy will take sanctions.

(6) Provide OMB with the name of a
single audit accountable official from
among the senior polioy officials of the
HHS awarding agenoy who must be:

(1) Responsible for ensuring that the
agency fulfills all the requirements of
paragraph (o) of this section and effec-
tively uses the single audit process to
reduce improper payments and improve
Federal program outcomes.
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(i) Held accountable to improve the
effectiveness of the single audit process
based upon metrics as described in
paragraph (c)(3)(1v) of this section.

(1i1) Responsible for designating the
Federal agency's key management sin-
gle audit laison.

(6) Provide OMB with the name of a
. key management single audit liaison
who must:

() Serve as the Federal awarding
agenocy's management point of contact
for the single audit proocess both within
and outside the Federal Government,

(1) Promote interagency coordina-
tion, consistency, and sharing in areas
such as coordinating audit follow-up;
identifying higher-risk non-Federal en-
tities; providing input on single audit
and follow-up policy, enhancing the
utility of the FAC; and studying ways
to use single audit results to improve
Federal award accountability and besb
practices.

(11}) Oversee training for the HHS
awarding sgenoy’s program manage-
ment personnel related to the single
audit process.

(iv) Promote the HHS awarding agen-
cy's use of cooperative audit resolution
mechanisms.

(v) Coordinate the HHS awarding
agency’s activities to ensure appro-
priate and timely follow-up and correo-
tive action on audit findings,

(vl) Organize the Federal cognizant
agency for audit's follow-up on oross-
cutting audit findings that affect the
Federal programs of more than one
HHS awarding agency.

(vii) Ensure the HHS awarding agen-
oy provides annual updates of the. com-
pliance supplement to OMB,

(vitl) Support the HHS awarding
agency’s single audit accountable offi-
cial’s mission.

AUDITORS

§75.514 Scope of audit,

(a) General. The audit must be con-
ducted in accordance with GAGAS, The
audit musy cover the entire operations
of the auditee, or, at the option of the
auditee, such audit must include a se-
ries of audits that cover departments,
egenoles, and other organizational
units that expended or otherwise ad-
ministered Federal awards during such
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audit period, provided that each such
audit must encompass the financial
statements and scheduls of expendi-
tures of Federal awards for each such
department, agency, and other organi-
zational unit, which must be consgid-
ered to be a non-Federal entity, The fi-
nanoial statoments and schedule of ex-
penditures of Federal awards must be
for tho same audit period,

(b) Financial statements, The auditor
must determine whether the financial
statements of the auditee are presented
falrly in all material respects in ac-
cordance with generally accepted ac-
ocounting principles. The auditor must
also determine whether the schedule of
oxpenditures of Federal awards is gtat-
ed fairiy in all material respects in re-
lation to the auditee's financial state-
ments as a whole,

(c) Internal control. (1) The compli-
ance supplement provides guidance on
internal controls over Federal pro-
grams bhaged upon the guidance in
Standards for Internal Control in the
Federal Government issued by the
Comptroller General of the United
States and the Internal Control—Inte-
grated Framework, issued by the Com-
mittee of Sponsoring Organizations of
the Treadway Commission (COSO0).

(2) In addition to the requirements of
GAGAS, the auditor must perform pro-
cedures to obbain an understanding of
internal control over Federal programs
sufficient to plan the audit to support
a low assessed level of control risk of
noncompliance for major programs,

(8) Hxcept as provided in paragraph
(c)(4) of this sectlion, the auditor mush:

(1) Plan the testing of internal con-
trol over compliance for major pro-
grams to support a low assessed level
of oontrol risk for the assertions rel-
evant to the compliance requirements
for each major program; and

(i1) Perform testing of internal ocon-
trol as planned in paragraph (c)(8)(1) of
this section.

(4) When inbernal control over some
or all of the compliance requirements
for & major program are liksly to be in-
effective in preventing or detecting
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noncompliance, the planning and per-
forming of testing described in para-
graph (0)(8) of this section are not re-
quired for those compliance reguire-
ments, However, the auditor must re-
port a significant deficienocy or mate-
rial weakness in accordance with
§75.616, assess the related control risk
at the maximum, and consider whether
additional ocompliance tests are re-
quired because of ineffective internal
control.

(d) Compliance. (1) In addition to the
requirements of GAGAS, the auditor
must determine whether the audites
has ocomplied with Federal statutes,
regulations, and the terms and condi-
tions of Federal awards that may have
a direct and material effect on sach of
its major programs,

(2) The principal compliance require-
ments applioable to most Federal pro-
grams and the ocompliance require-
ments of the largest Federal programs
are included in the compliance supple-
ment,

(3) For the compliance requirements
related to Federal programs contained
in the compliance supplement, an audit
of these compliance requirements will
meet the requirements of this part.
Where there have been changes to the
ocompliance requirements and the
changes are not reflected in the com-
pliance supplement, the auditor must
detiermine the ourrent compliance re-
quirements and modify the audit proce-
dures acocordingly. For those Federal
progrems not covered in the compli-
ance supplement, the auditor must fol-
low the complisgnce supplement’s guid-
ance for programs not included in the
supplement,

(4) The compliance testing must in-
clude tests of transaotions and such
other auditing procedures necessary to
provide the auditor sufficient appro-

priate audit evidence to support an

opinion on compliancs,

(e) Audit follow-up. The auditor must
follow-up on prior sudit findings, per-
form procedures to assess the reason-
ableness of the summary sohedule of
prior audit findings prepared by the
audites in accordance with §75.5611(b),
and report, as a ocurrent year audit
finding, when the auditor oconcludes
that the summary schedule of prior
audit findings materially misrepre-

§75.515

sents the status of any prior audit find-
ing, The auditor must perform audit
follow-up procedures regardless of
whether a prior audit finding relates to
a major program in the current year,

(f) Data collection form. As required in
§76.612(b)(3), the auditor must complete
and sign gpecified sections of the data
collection form,

§76,616 Awudit reporting.

The auditor's report(s) may be in the
form of either combined or separate re-
ports and may be organized differently
from the manner presented in this sec-
tion, The auditor’s report(s) must state
that the audit was conducted in ac-
cordanoce with this part and include the
following:

(a) An opinion (or disclaimer of opin-
ion) as to whether the financial state-
ments are pregented fairly in all mate-
rial respeots in accordance with gen-
erally accepted acoounting prinoiples
and an opinfon (or disolaimer of opin-
ion) as to whether the schedule of ex-
penditures of Federal awards is fairly
stated in all material respects in rela-
tion to the financial statements as a
whole.

(b) A report on internal control over
financial reporting and compliance
with provisions of laws, regulations,
contraols, or award asgreements, non-
compliance with which could have a
material effect on the financial state-
ments, Thia report must describs the
scope of testing of internal control and
compliance and the results of the tests,
and, where applicable, it will refer to
the separate schedule of findings and
questioned oosts described in para-
graph (d) of this section.

(o) A report on compliance for each
major program and g report on internal
control over compliance, Thig report
must describe the scope of testing of
internal control over compliance, in-
clude an opinion or disclaimer of opin-
ion as to whether the audites complied
with Federal statutes, regulations, and
the terms and conditions of Federal
awards which could have a direct and
maberial effect on each major program
and refer to the separate schedule of
findings and questioned costs desoribed
in paragraph (d) of this section.
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(d) A schedule of findings and ques-
tioned costs which must include the
following three components:

@) A summary of the auditor's re-
sults, which musl include:

(1) The type of report the auditor
issued on whether the financial state-
ments sudited were prepared in accord-
ance with GAAP (i.e., unmodified opin-
ion, qualified opinion, adverse opinion,
or disclaimer of opinion);

(i1) Where applicable, a statement
about whether significant deficiencies
or material weaknesses in internal con-
trol were disclosed. by the audit of the
financial statements;

(1ii) A statement as to whether the
gudit disclosed any noncompliance
that ig material to the financial state-
ments of the audites;

(iv) Where applicable, a statement
about whether significant deficiencies
or material weaknesses in internal con-
trol over major programs wers dis-
closed by the audit;

(v) The type of report the auditor
issued on compliance for major pro-
grams ({.e,, unmodified opinion, quali-
fled opinion, adverse opinion, or dis-
claimer of opinion);

(vi) A statement as to whether the
audit disologed any audit findings that
the auditor is required to report under
§75.516(a); i

(vil) An identification of major pro-
grams by lsting each individual major
program; however in the case of & clus-
ter of programs only the oluster name
as shown on the Schedule of Expendi-
tures of Fedoral Awards is required;

(viil) The dollar threshold used (o
distinguish between Type A and Type B
programs, 88 desoribed in §76.518(b)(1),
or (b)8) when a recaleulation of the
Type A threshold is required for large
loan or loan guarantees; and

(dx) A statement as to whether the

auditee gualified as a low-risk suditee

under §756.5620.

(2) Pindings relating to the financial
statements which are required to be re-
ported in accordance with GAGAS,

(3) Findings and questioned costs for
Federal awards which must include
gudit findings as defined in §75.516(a).

(1) Audit findings (e.g., internal con-
trol findings, compliance findings,
questioned costs, or fraud) that relate
to the same issue must be presented as
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a single audit finding, Where practical,
audit findings should be organized by
Federal agency or pass-through entity,

(11) Audit findings that relate to both
the finanocial statements and Federal
awards, as reported under paragraphs
(d)(2) and (d)(8) of this section, respec-
tively, must be reported in ‘both sec-
tions of the schedule, However, the re-
porting in one section of the schedule
may be in summary form with a ref-
erence to a detailed reporbing in the
other section of the schedule,

(6) Nothing in this part precludes
combining of the audit reporting re-
quired by this seotion with the report-
ing required by §76.612(b) when allowed
by GAGAS and appsndix X to part 75,

§76,5616 Audit findings,

(a) Audit findings reporled. The audi-
tor must report the following as audit
findings in a schedule of findings and
quostioned costs:

(1) Significant deficiencies and mate-
rial weaknesses in internal ocontrol
over major programs and significant
instances of abuse relating to major
programs, The auditor’s determination
of whether a defiolency in internal con-
trol is g significant deficlency or mate-
rial weakness for the purpose of report-
ing an audit finding is in relation to a
type of compliance requirement for a
major program identified in the Com-
pliance Supplement,

(2) Material noncompliance with the
provisions of Federal statutes, regula-
tions, or the terms and conditions of
Federal awards related to a major pro-
gram. The auditor's determination of
whether a noncompliance with the pro-
visions of Federal statutes, regula-
tions, or the terms and conditions of
Federal awards is material for the pur-
pose of reporting an audit finding is in
relation to a type of compliance re-
quirement for a major program identi-
fied in the compliance supplement,

(3) Known questioned costs that are
greater than $26,000 for a type of com-
pliance requirement for a major pro-
gram, Known questioned costs are
those specifically identified by the
auditor, In evaluabing the effect of
questioned costs on the opinion on
complisnce, the auditor considers the
best estimate of total costs questioned
(likely questioned ocosts), not just the
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questioned costs specifically identified
(known questioned oostg), The auditor
must also report known questioned
costs when likely questioned costs are
greater than $26,000 for a type of com-
pliance requirement for a major pro-
gram. In reporting questioned costs,
the auditor must include information
to provide proper perspeotive for judg-
ing the prevalence and conseguences of
the questioned costs.

(4) Known questioned costs that are
greater than $26,000 for a Federal pro-
gram which is not audited as a major
program, Exoept for audit follow-up,
the auditor is not reguired under this
part to perform audit procedures for
such a Federal program; therefore, the
auditor will normsally not find gques-
tioned costs for a program that is not
audited as a major program. However,
if the auditor does become aware of
guestioned costs for a Federal program
that is not audited as a major program
(e.g., a8 part of audit follow-up or other
audit procedures) and the known gques-
tioned costs are grealer than $26,000,
then the auditor must report this as an
audit finding.

(6) 'The oircumstances oconcerning
why the auditor’s report on complianoe
for each major program is other than
an unmodified opinion, unless such oir-
cumstances are otherwise reported as
audit findings in the schedule of find-
ings and questioned costs for Federal
awards,

(6) Known or likely fraud affeoting a
Federal award, unless such fraud is
otherwise reported as an audit finding
in the schedule of findings and gues-
tioned costs for Federal awards, This
paragraph does not require the auditor
to report publicly information which
could compromise Iinvestigative or
legal proceedings or to make an addi-
tional reporting when the suditor con-
firms that the fraud was reported out-

glde the auditor’s reports under the di-'

rect reporting requirements of GAGAS,

(7) Instances whers the results of
audit follow-up procedures disclosed
that the summary schedule of prior
audit findings prepared by the auditee
in gaoccordance with §76.511(b) materi-
ally misrepresents the status of any
prior audit finding.

() Audit finding detail and clarity.
Audit findings must be presented in

sufficient detail and oclarity for the
auditee to preparc a corrective action
plan and take corrective action, and
for Federal agencles and pass-through
entities to arrive at 8 management de-
olsion. The following specific informa-
tion must be included, as applicable, in
audit findings: '

(1) Federal progrem sand specific Fed-
eral award identification including the
CFDA title and number, Federal award
ldentification number and year, name
of Federal agency, and name of the ap-
plicable pass-through entity, When in-
formation, such as the OFDA title and
number or Federal award identification
number, is not available, the aunditor
must provide the bhest information
avallable to desoribe the Federal
award,

(2) The criteria or specific require-
ment upon which the audit finding is
based, including the Federal statutes,
regulations, or the terms and condi-
tions of the Federal awards. Oriteria
gonerally identify the required or de-
sired slate or expectation with respect
to the program or operation. Oriteria
provide a context for evaluating evi-
dence and understanding findings.

(8) The ocondition found, including
facts that support the deficiency iden-
tified in the audit finding,

(4) A sbtatement of cause that identi-
fies the reason or explanation for the
condition or the factors responsible for
the difference bhetween the situation
that exists (condition) and the required
or desired state (oriteria), which may
8180 serve as a basis for recommenda-
tions for corrective action,

(6) The possible asserted effect to
provide sufficient information to the
auditee and Federal agency, or pass-
through entity in the case of a sub-
recipient, to permit them to determine
the cause and effect to faoilitate
prompt and proper corrective action, A
statement of the effect or potential ef-

feot should provide a clear, logiocal link -

to establish the impact or potential
impaot of the difference between the
condition and the criteria,

(6) Identification of questioned costs
and how they were computed, Known
questioned costs must be identified by
applicable OFDA number(s) and appli-
cable Federal award identification
number(s),
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(7) Information to provide proper per-
spective for judging the prevalence and
congequences of the audit findings,
such as whether the audit findings rep-
regent an isolated Instance or a8 Bys-
temic problem. Where appropriate, in-
stances identified must be related to
the universe and the number of cases
examined and be quantified in terms of
dollar value, The auditor should report
whether the sampling was a stabis-
tlcally valid sample,

(8) Identification of whether the
audit finding was a repsat of a finding
in the immediately prior audit and if
so any applioable prior year audit find-
ing numbers.

(9) Recommendations to prevent fu-
ture ocourrences of the deficlency iden-
tified in the audit finding.

(10) Views of responsible officials of
the auditee.

(o) Reference numbers, Dach audit
finding in the schedule of findings and
questioned costs must include a ref-
erence number in the format meeting
the requirements of the data collection
form submission required by §756.612(b)
to allow for easy referenoing of the
audit findings during follow-up.

§75.517 Audit documentation,

(a) Retention of audit documentation.
The auditor must retain audit docu-
mentation and reports for a minimum
of thres years after the date of
issuance of the auditor's report(s) to
the audites, unlegs the auditor is noti-
fied in writing by the cognizant agenoy
for audit, oversight agency for audit,
cognizant agency for indirect costs, or
pass-through entity to extend the re-
tention period, When the auditor is
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aware that the Iedersl agency, pass-
through entity, or audites is ocon-
testing an audit finding, the auditor
must contact the parties contesting
the audit finding for guidance prior to
destruction of the audit documentation
and reports.

(b) Access to oudit documentation.
Audit documentation must be made
available upon request to the cognizant
or oversight agenoy for audit or its des-
ignee, cognizant agency for indirect
oost, a Federal agency, or GAO at the
completion of the audil, as part of a
quality review, to resolve audit find-
ings, or to carry out oversight respon-
sibilities consistent with the purposes
of this part. Access to audit docu-
mentation includes the right of Federal
agenocies to obtain copies of audit doou-
mentation, as is reasonable and neo-
essary.

§75.,518 Major program determination.

(a) General. The auditor must use a
risk-based approach to determine
which Federal programs are major pro-
grams, This rigk-baged approach must
include consideration of: Current and
prior audit experience, oversight by
Federal agencies and pass-through en-
tities, and the inherent risk of the Fed-
eral this program, The process in para-
graphs (b) through (h) of this section
must be followed.

(b) Step one. (1) The auditor must
identify the larger Federal programs,
which must be labeled Type A pro-
grams. Type A programs are defined as
Federal programs with Federal awards
expended during the audit period ex-
oeeding the levels outlined in the table
in this paragraph (b)(1):

Total Federal awards expended

Type A/B threshold

(i) Equal to or excesd $760,000 but less than or equal o §26
million,

(iiy Exceed $25 million but less than or equal to $100 million ...,

(ili) Excead $100 mililon bul less than or equat to $1 billion ...

iv) Exceed $1 biifon but less than o equal lo $10 billion w......

&v) Exceed $10 blllon but less than or equal to $20 billion ........

(vl) Exceed $20 bllllon

$750,000,

Tolel Federal awards expsnded times 03,
$3 million,

Total Fedsral awards expended times .003.
$30 million,

Total Federal awards expsnded limes .0015.

(2) Federal programs not labeled
Type A under paragraph (b)) of this
gection must be labeled Type B pro-
grams.

(8) The incluslon of large loan and
loan guarantees (loans) must not result
in the exclusion of other programs as
Type A programs. When a Federal pro-
gram providing loans exceeds four
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times the largest non-loan program it
i8 considered a large loan program, and
the suditor must consider this Federal
program a8 a Type A program and ex-
clude its values in determining other
Type A programs, This recaloulation of
the Type A program is performed afber
removing the total of all large loan
programs, For the purposes of this
paragraph a program is only considered
to be a Federal program providing
loans if the value of Federal awards ex-
pended for loans within the program
comprises fifty percent or more of the
total Pederal awards expended for the
program, A oluster of programs is
treated as one program and the value
of Federal awards expended under g
loan program is determined as de-
seribed in §75.602.

(4) For biennial audits permitted
under §76.604, the determination of
Type A and Type B programs must be
based upon the Federal awards ex-
pended during the two-year period.

(o) Step two, (1) The auditor must
identify Type A programs which are
low-risk. In making this determina-
tion, the auditor must consider wheth-
er the requirements in §75.618(c), the
results of audit follow-up, or any
ohanges in personnel or systems affect-
ing the program indlcate significantly
increased risk and preclude the pro-
gram from being low risk, For a Type
A program to be conglidered low-risk, it
must have been audited as a major pro-
gram in at least one of the two most
recent audit periods (in the most re-
cent pudit period in the case of a bien-
nial audit), and, in the mosl recent
audit period, the program must have
nof had:

(1) Internal control deficiencies
which were identified as material
weaknesses in the auditor’s report on
internal control for major programs as
required under §75,516(0);

(i1) A modified opinion on the pro-’

gram in the auditor’'s report on major
programs ag required under §75.616(c);

or

(ii1) Known or likely questioned costs
thet exoeed five percent of the total
Federal awards expended for the pro-
gram,

(2) Notwithstanding paragraph (e)(1)
of this section, OMB may approve an
HHS awarding agency's vequest that a

Type A program may not be considered
low risk for a certain reoipient. For ex-
ample, it may be necessary for a large
Type A program to be audited as s
major program each year al a par-
tioular recipient to allow the HHS
awarding agenoy to comply with 81
U.8.0, 8616, The HHS awarding agency
must notify the vecipient and, if
known, the auditor of OMB's approval
at least 180 calendar days prior to the
end of the fiscal year to be audited.

(d) Step three. (1) The auditor must
identify Type B programs which are
high-risk using professional judgment
and the oriterfa in §76.610, However,
the auditor is not required to identify
more high-risk Type B programs than
al least one fourth the number of low-
risk Type A programs identified as low-
risk under Step 2 (paragraph (c) of this
section). Except for known material
weakness in internal control or compli-
ance problems as disoussed in
§76,619(b)(1), (0)(2), and (¢)(1), a single
oriteria in risk would seldom cause =
Type B program to be considered high-
risk. When identifying which Type B
programs bo risk assess, the auditor is
encouraged to use an approach which
provides an opportunity for different
high-risk Type B programs to be au-
dited as major over a period of time,

(2) The suditor is not expected to per-
form risk assessments on relatively
small Federal programs. Therefore, the
auditor is only required to perform risk
agsessments on Type B programs that
exceed twenty-five peroent (0.26) of the

Type A threshold determined in Step 1

(paragraph (b) of this section),

(6) Step four. At a minimum, the
auditor must audit all of the following
a8 major programs:

(1) All Type A programs not identi-
fied as low risk under step two (para-
graph (c)() of this section).

(2) All Type B programs identified as
high-risk under step three (paragraph
(d) of this section).

(3) Such additional programs as may
be necessary to comply with the per-
contage of coverage rule discussed in
paragraph (f) of this gection. 'This may
require the auditor to audit more pro-
grams as major programs than the
number of Type A programs,

(f) Percentage of coverage rule. If the
auditee meets the criteria in §76.620,
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the auditor need only audit the major
programs identified in Step 4 (para-
graph (e)(1) and (2) of this section) and
such additional Federal programs with
Federal awards expended that, in ag-
gregate, all major programs encompass
at least 20 percent (0.20) of total Fed-
eral awards expended, Otherwise, the
auditor must audit the major programs
identified in Step 4 (paragraphs (e)(1)
and (2) of this section) and such addi-
tional Federal programs with Federal
awards expended that, in agegregate, all
major programs encompass at least 40
percent (0.40) of total Federal awards
expended,

() Documentation of risk, The auditor
must include in the audit documenta-
tion the risk analysis process used in
determining major programs.

(h) Auditor’'s judgment, When the
major program determination was per-
formed and documented in accordance
with this subpart, the auditor’s judg-
ment in applying the risk-based ap-
proach to determine major programs
must be presumed correct. Challenges
by Federal agencies and pass-through
entities must only be for clearly im-
proper use of the requirements in this
part, However, Federal agenocles and
pass-through entities may provide
auditors guidance about the risk of a
partioular Federal program and the
auditor must consider this guldance in
determining major programs in audits
not yet completed.

§75.5619 Criteria for Federal program
risk,

(a) General, The auditor's determina-
tion should be based on an overall eval-
uation of the risk of noncompliance oc-~
ourring that could be material to the
Tederal program, The auditor must
consider criteria, such as desoribed in
paragraphs (b), (0), and (d) of this sec-
tion, to identify risk in Federal pro-

grams. Also, as part of the risk anal-’

ysis, the auditor may wish to discuss a
partioular Federal program with
auditee management and the Federal
agenoy or pass-through entity,

(b) Current and prior audit experience,
(1) Weaknesses in internal control over
Federal programs would indicate high-
or rigk. Consideration should be given
to the control environment over Fed-
eral programs and such factors as the

45 CFR Subtitie A (10-1-15 Edition)

expectation of management’s adher-
ence to Federal statutes, regulations,
and the terms and conditions of Fed-
eral awards and the competence and
experience of personnel who administer
the Federal programs,

(1) A Federal program administered
under multiple internal control struc-
tures may have higher risk, When as-
sessing risk in a large single audit, the
auditor must conslder whether weak-
nesses are isolated in a single oper-
ating unit (e.g., one oollege campus) or
pervasive throughout the entity. i

(i) When significant parts of a Fed-
eral program are passed through to
subrecipients, a weak system for moni-
toring subrecipients would indicate
higher risk,

(2) Prior audit findings would indi-
ocate higher risk, particularly when the
gituations identified in the audit find-
ings could have a significant impact on
a Federal program or have not been
corrected.

(8) Federal programs not recently au-
dited as major programs may bhe of
higher risk than Federal programs re-
cently andited as major programs with~
out audit findings,

(0) Oversight exercised by Federal agen-
cies and pass-through entities, (1) Over-
sight exeroised by Federal agencies or
pass-through entities could be used to
assess risk, For example, recent moni-
toring or other reviews performed by
an oversight entity that disclosed no
significant problems would indicate
lower risk, whereas monitoring that
disolosed significant problems would
indicate higher risk.

(2) FPederal agenoles, with the concur-
rence of OMB, may identify Federal
programsg that are higher rigsk. OMB
will provide this identification in the
compliance supplement,

(d) Inherent risk of the Federal pro-
gram. (1) The nature of a Federal pro-
gram may indicate risk, Consgideration
should be given to the complexity of
the program and the extent to which
the ¥ederal program contracts for
goods and services. For example, Fed-
eral programs that disburgse funds
through third party contracts or have
oligibility oriteria may be of higher
risk. Federal programs primarily in-
volving staff payroll costs may have
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high risk for noncompliance with re-
quirements of §76.480, but otherwise be
at low risk,

(2) The phase of a Federal program in
its life cycle at the Federal agency
may indicate risk, For example, a new
Federal program with new or interim
regulations may have higher risk than
an established program with time-test-
ed regulations, Also, significant
changes in Federal programs, statubes,
regulations, or the terms and condi-
tions of Federal awards may increase
risk,

(3) The phasge of a Federal program in
its life cycle at the auditee may indi-
ocate risk, For example, during the first
and last years that an auditee partiol-
pates in a Federal program, the risk
may be higher due to start-up or close-
out of program activities and staff,

(4) Type B programs with larger Fed-
eral awards expended would be of high-
er risk than programs with substan-
tially smaller Federal awards ex-
pended,

§75.620 Criteria for a low-risk auditee,

An auditee that meets all of the fol-
lowing conditions for each of the pre-
ceding two audit perlods must qualify
as a low-risk auditee and be eligible for
reduced audit coverage in accordance
with §75.5618.

(a) Single audits were performed on
an annual basis in accordance with the
provisions of this subpart, including
submitting the data collection form
and the reporting package to the FAU
within the timeframe specified in
§75.612 . A non-Federal entity that has
biennial audits does not qualify as a
low-rigk auditee.

(b) The auditor’s opinion on whether
the financial statements were prepared
in accordance with GAAP, or a basis of
acoounting required by state law, and
the auditor’s in relation to opinion on

the sohedule of expenditures of Federal’

awards were unmodified.

(c) There were no defioiencies in in-
ternal control which were identified as
material weaknesses under the require-
ments of GAGAS,

(d) The auditor did not report a sub-
stantial doubt about the auditee’s abil-
ity to continue as a going concern.

(e) None of the Federal programs had
audit findings from any of the fol-

lowing in either of the preceding two
audit periods in which they were classi-
fied as Type A programs:

(1) Internal control deficiencies that
were identified as material weaknesses
in the auditor’s report on internal con-
trol for major programs as required
under §76,616(c); .

(2) A modified opinion on a major
program in the auditor's report on
major programs as required under
§76.616(c); or

(3) Known or likely questioned costs
that exceeded five percent of the tobal
Federal awards expended for a Type A
program during the audit period.

MANAGEMENT DECISIONS

§76.621 Management decision,

(a) General, The management deci-
sion must olearly state whether or not
the audit finding is sustained, the rea-
sons for the decislon, and the expected
suditee aotion to repay disallowed
costs, make fingncial adjustments, or
take other action. If the audites has
not completed corrective action, a
timetable for follow-up should be
given. Prior to issuing the manage-
ment docision, the Federal agency or
pass-through entity may request addi-
tlonal information or documentation
from the audites, including a request
for auditor assurance related to the
dooumentation, as a way of mitigating
disallowed ocosts. The management de-
cision should desoribe any appeal proc-
688 avallable to the audites. While not
required, the Pederal agency or pass-
through entity may also issue a man-
agement decision on findings relating
to the finanoial statements which are
required to be reported in acoordanoce
with GAGAS.

(b) Federal agency. As provided in
§76.613(a)(3)(vii), the cognizant agency
for audit must be responsible for co-
ordinating a management decision for
audit findings that affect the programs
of more than one Federal agency. As
provided in §75.618(c)(3), a Federal
awarding agency 1is responsible for
issuing a management decision for
findings that relate to Federal awards
it makes to non-Federal entities,

(0) Pass-through entity. As provided in
§76.862(d), the pass-through entity
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must be responsible for issuing & man-
agement decision for audit findings
that relate to Federal awards it makes
to subrecipients, :

(@) Time requirements. The HHS
awarding agency or pass-through enti-
ty responsible for issuing a manage-
ment decision must do so within gix
months of acceptance of the audit re-
port by the FAC. The audites must ini-
tiate and proceed with corrective ac-
tion as rapidly as possible and correc-
tive action should begin no later than
upon receipt of the audit report,

(8) Reference numbers. Management
deolsions must include the reference
numbers the auditor assigned to each
audit finding in accordance with
§76.5616(¢).

APPENDIX I T0 PART 76—FULL TEXT OF
NOTICE OF FUNDING OPPORTUNITY

The full text of the notice of funding op-
portunity is organized in sections, The re-
quired format outlined in this appendix indl-
catos immaediately following the title of each
gootion whether that seotion is required in
every announcement or is an HHS awarding
agency option. The format is designed so
that slmilar types of information will appear
in the same sections in announcements of
differvent Federal funding opportunities. To-
ward that end, there is text in each of the
following sections to desoribe the types of in-
formation that an HHS awarding agency
would include in that section of an actual
annouwncement,

An HHS awarding agenoy that wishes to
inolude information that the format does not
speoifically discuss may address that subject
in whatever section(s) is most appropriate,
For example, if an HHS awarding agency
chooses to address performance goals in the
snnouncement, it might do so in the funding
opportunity description, the application con-
tent, or the reporting requirements.

Similarly, when this format ocalls for &
type of information to be in a particular sec-
tion, an HHBS awarding agenoy wishing to ad-
dress that subject in other seotions may

elect to repeat the information in those sec-,

tions or use oross references between the sec-
tions (there should be hyperlinks for cross-
references in any electronic versions of the
announcement), For example, an HHS award-
ing agency may wanb to include in Section A
information about the types of non-Federal
entittes who are sligible to apply. The for-
mat specifies a standard loocation for that in-
formation in Section C.1 but that does not
preclude repeating the information in 8eo-
tion I or creating s cross reference hetween
Sections A and O.1, as long as s potential ap-

45 CFR Subtitle A (10-1~15 Edition)

plicant oan find the information quiokly and
easily from the standard location,

The sections of the full text of the an-
nouncement ave described in the following
paragraphs,

A, Program Desoription-~Required

This section contains the full program de-
soription of the funding opportunity, It may
be ag long as needed to adequately commu-
nicate to potential applicants the areas In
which funding may be provided, It describes
the HHS awarding agency’s funding prior-
ities or the technical or focus areas in which
the HHS awarding agenoy intends to provide
assistance, As appropriate, it may include
any program history (e.g., whether this is a
new program or & new or changed area of
program emphasis), This section may com-
municale indicators of sucoessful projects
(e.g., if the program encourages collaborative
efforts) and may inolude examples of
projecls that have been funded previously.
This seotion also may include other informa-
tion the HHS awerding agenoy deems nec-
esgary, and must at a minimum include cita-
tions for authorizing statutes and regula-
tions for the funding opportunity,

B, Federal Award Information—Required

This section provides sufficient informa-
tion to help an applicant meks an informed
decision about whether to submit a proposal,
Relevant informstion could include the total
amount of funding that the HHS awarding
agency expects to award through the an-
nouncement; the anticipated number of Fed-
eral awards; the expected amounts of indi-
vidual Federal awards (which may be s
range); the amount of funding per Federal
award, on average, experienced in previous
yoars; and ths anticipated start dates and
periods of performance for new Federal
awards., This section also should address
whether applications for remewal or sup-
plementation of existing projects are eligible
to compete with applications for new Fed-
eral awards,

This seotion algo must indicate the type(s)
of assistance instrument (e.g., grant, cooper-
ative agreement) that may be awarded if ap-
plications are successful, If ocooperative
agreements may be awarded, this seotion el-
ther should desoribe the ‘substantial in-
volvement” that the HHS awarding agency
expects to have or should reference where
the potential applicant can find that infor-
meation (e.g., in the funding opportunity de-
soription in seotion A, or Federal award ad-
ministration information in Seotion D, If
procuremsent contraets also may be awarded,
this must be stated,
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C. Bligibility Information

This section addresses the conslderations
or factors that determine applicant or appli-
cation eligibility. This includes the eligi-
bility of particular types of applicant organi-
zations, any factors affecting the eligibility
of the prinoipal investigator or project direc-
tor, and any oriterla that make particular
projects Ineligible. HHS agencies should
make clear whether an applicant’s failurs to
meet an eligibility criterion by the time of
an application deadline will result in the
HHS awarding agency returning the applica-
tion without review or, even though an ap-
plication may be reviewed, will preciude the
HHS swarding agency from making a Fed-
eral award, Xey olements to be addressed

are:

1, Eligible Applicants—Required. Announce-
ments must clearly identify the types of en-
titiss that are eligible to apply. If there are
no restrictions on eligibility, this section
may simply indicste that all potentinl appli-
cants are eligible, If there are restrictions on
eligibility, it is important to be clear about
the specific types of entities that are eligi-
ble, not just the btypes that are ineligible,
For example, if the program is limited to
nonprofit organizations subject to 26 U.8,0,
601(c)(3) of the tax code (26 U.S.0. 501(0)(3)),
the announcement should say so. Similarly,
it is better to state explicitly that Native
American tribsl organizations are eligible
than to assume that they can unambiguously
infer that from a statement that nonprofit
organizations may apply, Bligibility also can
be expressed by exception, (e.g., open to all
types of domestio applicants other than indi-
viduals)., This section should refer to any
portion of Section D. specifying documents-
tion that must be submitted to support an
eligibility determination (e.g., proof of
601(0)(8) status as determined by the Internal
Revenuse Service or an authorizing tribal res-
olution), To the extent that any funding re-
atriotion in Section D.8 could affect the eli-
gibility of an applioant or project, the an-
nouncement must either restate that restric-
tion in this section or provide a ocross-ref-
erence to its desoription in Section D.6.

2, Cost Sharing or Matching—Required, An-
nouncements must state whether there is re-
quired cost sharing, matching, or cost par-
ticlpation without which an application
would be ineligible (if cost sharing is not ve-
quired, the announcement must explicitly
say 80), Required cost sharing may be a oer-
tain percentage or amount, or may be in the
form of contributions of speoified items or
aotivities (e.g., provision of equipment). 1t is
important that the announcement be olear
about any restrictions om the types of cost
(e.g., in-kind contributions) that ave accept-
able as cost sharing, Cost sharing as an eligi-
bility criterion includes requirements based
in statute or regulation, as desoribed in
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§76.306, This section should refer to the ap-
propriate portion(s) of section D, stating any
pre-award requiremonts for submission of
letters or other documentation to verify
commibtments to meet cost-sharing require-
ments If a Federal award is made.

8. Other—Required, if applicable, If there are
other eligibility oriteris (i.e,, coriterla that
have the effeot of making an application or
projsot ineligible for Federal awards, wheth-
er referred to as “responsiveness criteria,
“‘go-no go” criteria, ‘‘threshold” oriteria, or
in other ways), must be clearly stated and
must include 8 reference to the regulation of
requirement that describes the restriction,
as applicable, For example, if entities that
have besn found tio be in violation of & par-
ticular Federal statute are ineligible, it is
important to say so. This section must also
state any limit on the number of applica-
tions an applicant may submit under the an-
nouncement and make clear whether the
limitation 1s on the submitting organization,
Individual investigator/program director, or
both, This section should also address any
eligibility criterls for beneficlaries or for
program partioipants other than Federal
award reciplents,

D, Application and Submission Information

1, Address to Request Application Package—
Required, Potential applicants must be told
how 60 get appllcation forms, kits, or other
materials needed to apply (if this announce-
ment conteins everything needed, this sec-
tion need only say so0)., An Internet address
where the materials can be accessed is ao-
oeptable, However, since high-spesd Imternet
a00088 18 not yet universally avallable for
downloading documents, and applicants may
have additional accessibility requirements,
there also should be 8 way for potential ap-
plicants to request paper copies of materials,
such a8 a U.8, Postal Service malling ad-
dress, tolephone or PAX number, Telephone
Device for the Deaf (TDD), Text Telephone
(T'TY) number, and/or Pederal Information
Relay Service (FIRS) number,

2, Content and Form of Application Submis-
slon—Required, This section must identify
the required oontent of an application and
the forms or formats that an applicant must
use to submit it. If any requirements are
stated slsewhere becsuse they are general re-
quirements that apply to multiple programs
or funding opportunities, this section should
refer to whers those requirements may be
found. This section also should include re-
quired forms or formats as part of the an-
nouncement or state where the applicant
may obtain them,

This seotion should speocifically address
content and form or format requirements
for:

1. Pre-appliontions, letiers of intent, or
white papers required or encouraged (see
Seotion D), including any limitabions on
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the number of pages or other formatting re-
guirements similar to those for full applica-
tions,

11, The application as a whole, For all sub-
missions, this would include any limitations
on the number of pages, font slze and type-
face, margins, paper size, number of copies,
and sequence or sssembly requirements, If
sleotronio submission is permitted or wve-
quired, this could include special require-
ments for formatting or signatures,

{11, Component pieces of the application
(e.g., if all copies of the application must
bear original signatures on the face page or
the program narrative mey mnot exceed 10
pages). This inocludes any pileces that may be
submitted separately by third parties (e.g.,
preferences oy letters oconfirming commit-
ments from third parties that will be con-
tribusing a portion of any required cost shar-
ing).

lng Information that successful applicants
must submit after notification of intent to
make a Federal award, but prior to a Federal
award, This could include evidence of com-
pliance with requirements relating to human
subjects or information needed to comply
with the National Environmental Polloy Aot
(NEPA) (42 U.8.0, 4321-4370h),

3. Unique Entity Identifier and System for
Award Management (SAM)—Required.

This paragraph must state clearly that
each applioant (unless the applicant is an in-
dividual or Federal awarding agency that is
exoepted from those requirements under 2
OFR 25,110(b) or (o), or has an exception ap-
proved by the Federal awarding agenoy
under 2 OFR 26,110(d)) is required to:

() Be registered in BAM before submitting
its application;

(i1) provide a valid unique entity identifier
in its application; and

(1) continue to maintain an active SAM
registration with ourrent information at all
times during which 1t has an aotive Federal
award or an application or plan under con-
slderation by a Federal awarding agency.

It also must state that the Federal award-
ing agency may not make a Federal award to
an applicant until .the applicant has com-
plied with all applicabls unique entity iden-
tifier and SAM requirements and, if an appli-
oant has not fully complied with the require-
ments by the time the Federal awarding
agenoy s ready to make a Federal award,,
the Federal swarding agency may determine
that the applicant is not qualified to receive
g Federal award and use that determination
as o basis for making a Federal award to an-
other applicant,

4, Submission Dates and Times—Required.
Announcements must identify due dates and
times for all submissions., This inoludes not
only the full applications but also any pre-
Hminary submissions (e.g., letters of intent,
white papsrs, or pre-applications), It also in-
oludes any other submissions of information
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before Federal award that are separate from
the full application. If the funding oppor-
tunity is a general announcement that 1is
open for g period of time with no speoific due
dates for applioations, this section should
eay so, Note that the information on dates
that 18 included in this section also must ap-
pear with other overview information in a lo-
cation preceding the full text of the an-
nouncement (ses §76.203), :

Baoh type of submiassion should be dos-
ignated as sncouraged or required and, if re-
quired, any deadline date (or dabtes, if the
Federal awarding agenocy plans more than
one oyole of application submission, review,
and Federal award under the announcement)
should be speocified, The announcement musgt
state (or provide a reference to another docu-
mont that states);

1. Any deadline in terms of a date and local
time, If the due date falls on a Saturday,
Sunday, or Federal holiday, the reporting
package 18 due the next business day.

. What the deadline means (e.g,, whether
it 1s the date and time by which the Federal
awarding agency must recelve the applica-
tion, the date by which the application must
be postmarked, or something eolse) and how
that depends, if at all, on the submission
method (e.g., mall, eleotronie, or personal/
courier delivery).

iil. The effect of missing a deadline (e.g.,
whether late applications are neither re-
viewed nor considered or are reviewed and
consldered under gsome circumstances).

iv. How the recelving Fedoral office deter-
mines whether an application or pre-applica-
tion has been submitted before the deadline,
This includes the form of acceptable proof of
mailing or system-gensrated dooumentation
of receipt date and tims,

This section also may indicate whether,
when, and in what form the applicant will re-
celve an acknowledgement of recesipt., This
information should be displayed in ways thal
will be easy to understand and use. It oan be
difficult to extract all needed information
from narrative paragraphs, even when they
are well written, A tabular form for pro-
viding a summary of the information may
help applicants for some programs and give
them what effeotively could be a checklist to
verify the completeness of their application
package before submission.

6. Intergovernmental Review—Required, if ap-
plicable, If the funding opportunity is subject
to Exeoutive Order 12372, ‘‘Intergovern-
mental Review of Federal Programs,” the
notice must say 8o, In alerting applicants
that they must contact their state’s Single
Point of Contact (S8P0OC) to find out about
and comply with the state's process under
BExeoutive Order 12372, it may be useful to in-
form potential applicants that the names
and addresses of the SPOCs are listed in the
Office of Management and Budget's Web site.
www,whitehouse.govomb/grants/spoc. htmi,
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8, Funding Restrictions—Required. Notices
must include information on funding restrie-
tions in order to allow an applicant to de-
velop an application and budget consistent
with program requirements, Examples are
whether construction is an allowable activ-
ity, if there are any limitations on direct
costs such ag foreign travel or equipment
purchages, and 1f there are any limits on in-
direct costs (or facilltles and administrative
costs). Applicants must be advised if Federal
awards will not allow reimbursement of pre-
Federal award cosbs,

7. Other Submission Regquirements— Required.
This seotion must address any other submis-
gion requirements not included in the other
paragraphs of this seotion, This might in-
clude the format of submiasion, i.e., paper or
eleotronio, for each type of required submis-
sion, Applicants should not be required to
submit in more than one format and this sec-
tion should indicate whether they may
choose whether to submit applications in
hard copy or eleotronioally, may submit only
in hard copy, or may submit only electroni-
cally.

Tgis seotlon algo must indicate where ap-
plications (and any pre-applications) must be
submitted if sent by postal mall, electronic
means, or hand-delivery. For postal mail
gubmission, this must inolude the name of an
office, official, indlvidual or funoction (e.g.,
applioation receipt center) and a complete
malling address, For electronic submission,
this must inolude the URL or emall address;
whether a password(s) is required; whether
particular software or other slectronioc capa-
bilities are required; what to do in the event
of system problems and a point of contact
who will be avallable in the event the appli-
oant experiences technioal diffioulties,?

E. Application Review Information

1. Criterfa—Required, This seotion musb ad-
dress the eriteris that the Federal awarding
agenocy will use to evaluate applications,
This includes the merit and other review ori-
teria that evaluators will use to judge appli-
oations, including any statutory, regulatory,
or other preferences (e.g., minority status or
Native American tribal preferences) that
will be applied in the review process, These
criteria are distinot from eligibility oriteria
that are sddressed before an spplication is
accepted for review and any program polioy’
or other factors that are applied during the
selection process, after the review process is
completed. The intent is to make the appli-

1With respect to electronic methods for
providing information about funding oppor-
tunities or scoepting applicants' submissions
of information, each HHS awarding agenoy is
responsible for compliance with Ssotion 508
of the Rehabilitation Act of 1873 (29 U.8.0.
794d),

oation process transparent so applicants can
make informed decisions when preparing
their applications to maximize fairness of
the process. The announcement should clear-
ly desoribe all oriteria, including any sub-
oriteria, If oriteria vary in importance, the
announcement should specify the relative
percentages, welghts, or other means used to
distinguish among them, For statutory, reg-
ulatory, or other preferences, the snnounce-
ment should provide a detailed explanation
of those preferences with an explicit indica-
tion of their effect (e.g., whether they result
in additional points being assigned).

If an applicant’s proposed cost sharing will
be considered in the review process (as op-
posed to being an eliglbility oriterion de-
soribed in Section 0.2), the announcement
must specifically address how it will be con-
sldered (e.g., to assign a certain number of
additional points to applicants who offer
cost gharing, or to break ties among applios-
tfons with equivalent scores after evaluation
against all other factors), If cost sharing will
not be considered in the evaluation, the an-
nouncement should say so, so that there is
no ambiguity for potential applicants, Vague
statements that cost sharing is encouraged,
without olarification as to what that means,
are unhelpful to applicants, It also is impor-
tant that the announcement be clear aboul
any rostriotions on the types of cost (e.g., in-
kind contributions) that are acceptable as
cost gharing,

2. Review and Selection Process—Required.
This section may vary in the level of detail
provided, The announcement must list any
program policy or other factors or elements,
other than merit oriteria, that the selscting
official may uee in selecting applicetions for
Federal sward (e.g., geographical dispersion,
program balance, or diversity), The HHS
awarding agency may also include other ap-
propriate detalls, For example, this seotion
may indicate who is responsible for evalua-
tlon against the mertt criteria (e.g., pesrs ex-
ternal to the HHS awarding agency or HHS
awarding agenoy personnsl) and/or who
makes the final seleotions for Federal
awards, If there {s a multi-phase review proc-
esB (e.g,, an external panel advising internal
HHS awsarding agency personnel who make
final recommendations to the deciding offi-
clal), the announcement may desoribe the
phases, It also may include: the number of
people on an evaluation panel and how it op-
erates, the way reviewers are selected, re-
viewer qualifications, and the way that con-
flicts of interest are avoided. With respect to
electronio methods for providing informa-
tlon about funding opportunities or accept-
ing applicants’ submissions of information,
each HHS awarding agency is responsible for
compliance with Section 508 of the Rehabili-
tation Aot of 1973 (26 U,S.0, 79844),
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In addition, if the HHS awarding agency
permits applicants to nominate suggested re-
viewers of their applioations or suggest those
they feel may be inappropriate due to a con-
fiict of interest, that information should be
included in this seotion.

3. Anticlpated Announcement end Federal
Award Dates—Optional. This section is Iin-
tended to provide apploants with informa-
tion they can use for planning purposes. If
there Is a single application deadline fol-
lowed by the simultaneons review of all ap-
plications, the HHS awarding agenocy can in-
clude in this section information ebout the
antioipated dates for announcing or noli-
fying suocessful and unsuccessful applicants
and for having Federal awards in place. If ap-
plications are recelved and evaluated on a
Grolling” basis at different times during an
extended period, it may be appropriste to
give applicants an estimate of the time need-
ed o process an application and notify the
applicant of the Federal awarding agenocy's
deocislon,

¥, Pederal Award Administration
Information

1. Federal Award Notices—Required. 'This
geotion must address what o suocessful appli-
cant oan expsct to recelve following selec-
tion. If the HHS awarding agency’s practice
is to provide a separate notice stating that
an application has been seleoted before it ac-
tually makes the Federal award, this section
would be the place to indicate that the letter
s not an authorization to begin performance
(to the extent that 1t allows charging to Fed-
oral awards of pre-award costs at the non-
Federal entity's own risk), This section
should indiocate that the notice of Federal
award signed by the grants officer (or equiv-
alent) is the authorizing doocument, and
whether it is provided through postal mail or
by eleotronic means and to whom, It also
may address the timing, form, and content of
notifloations to unsuccessful applicants, See
also §76,210,

2, Administrative and National Policy Re-
quirements—Reguired, This section must iden-
tify the usual administrative and national
policy requirements the HHS awarding agen-
oy's Federal awards may inolude, Providing
this information lets a potential applicant

jdentify any requirements with which it

would have diffioulty complying if its appl-
cation is successful, In those oases, sarly no-
tification about the requirements allows the
potential applicant to declde not to apply or
to take meeded actions before receltving the
Federal award, The announcement need not
include all of the terms and conditions of the
Federal-award, but may refer to a document
(with information about how to obtain 1t) or
Internet site where applioants can ses the
terms and conditions, If this funding oppor-
tunity will lead to Federal awards with some
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specific terms and conditions that differ
from the HHS awarding agenoy's usual
(sometimes called ‘‘general”) terms and con-
ditions, this sectlon should highlight those
speoific terms and conditions. Doing 8o will
alert applicants that have recelved Federal
awards from the HHS awarding agency pre-
viously and might not otherwise expect dif-
ferent terms and conditions, For the same
reason, the announcement should inform po-
tential applicants about special reguire-
ments that could apply to particular Federal
awards after the review of applications and
other information, based on the partioular
ciroumstanoces of the effort to be supported
(e.g., if human subjeots were to be involved
or if some situations may justify special
terms on Intellectual property, data sharing
or seourity requirementa),

3. Reporling—Required. This section must
include general information ahout the type
(e.g., finanoial or performance), frequency,
and means of submission (paper or elec-
tronio) of post-Federal award reporting re-
quirements. Highlight any special reporting
requirements for Federal awards under this
funding opportunity that differ (e.g., by re-
port type, frequency, form/format, or cir-
oumstances for use) from what the HHS
awarding agency’s Federal awards usually
reqguire,

G, 'HHS Awarding Agency Contact(s)—
Required

The announcement must give potential ap-
plicants a point(s) of contact for answering
questions or helping with problems while the
funding opportunity is open. The intent of
this requirement 18 to be as helpful as pos-
sible to potential applicants, so (he HHS
awarding agency should consider approaches
such as giving:

1, Points of contact who may be reached in
multiple ways (e.g., by telephone, FAX, and/
or emall, as well as regular mafl),

2. A fax or email address that multiple peo-
ple access, so that someone will respond even
if others are unexpsctedly absent during
oritical periods,

3, Different contaots for distinct kinds of
help (e.g., one for questions of programmsatio
content and & second for administrative
questions),

H, Other Information—Optional

This section may include any additional
information that will assist a potential ap-
plicant, For example, the section might:

1, Indicate whether this is a new program
or a one-timse initiative,

2. Mention related programs or other up-
coming or ongoling HHE awsarding agency
funding opportunities for similar anotivities,

3, Inolude current Internet addresses for
the HHS awarding agency Web sites that
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may be useful to an applicant in under-
standing the program.

4, Alert apploeants to the need to identify
proprietary information and Inform them
about the way the HHS awarding agency will
handle it.

5, Include certain routine notices to appll-
oants (e.g., that the Federal Government is
not obligated to make any Federal award as
a result of the announcement or that only
grants officers can bind the Federal Govern-
ment to the expenditure of funds),

APPENDIX II TO PART 756—CONTRACT
PROVISIONS FOR NON-FEDERAL ENTI-
TY CONTRACTS TUNDER FEDERAL
AWARDS

In addition to other provisions required by
the HHS agency or non-Federal entity, all
contracts made by the non-Federal entity
under the Federal award must contain provi-
sions covering the following, as applicable,

A, Contracts for more than the simplified
aoquisition threshold ourrently set at
$160,000, which is the inflation adjusted
amount determined by the Olivillan Agency
Aocquisition Oouneil and the Defense Acquisi-
tion Regulations Counoll (Councils) ag au-
thorized by 41 U,8.0, 1808, must address ad-
ministrative, contractual, or legal remedies
in instances where contraotors violate or
breach contracl terms, and provide for such
sanctions and penalties as appropriate,

B. All contracts in excess of §10,000 must
nddress termination for cause and for con-
venience by the non-Federal entity including
the mannsr by which it will be effected and
the basis for settlement.

G, Equal Employment Opportunity. Except
a8 otherwise provided under 41 CFR part 60,
all contracts that meet the definition of
“federally assisted construction contract’ in
41 OFR part 60-1.3 must include the equal op-
portunity olause provided under 41 OFR 60-
1.4(b), in accordance with BExeocutive Order
11246, as amended by Bxeoutive Order 11375,
and implementing regulations at 41 OFR part
60,

D, Davis-Baoon Act, as amended (40 U.8.0.
3141-3148), When required by Fedsral program
legislation, all prime construction contraocts
in excess of $2,000 awarded by non-Federal
entities must inolude a provision for compli-
ance with the Davis-Bacon Act (40 U.8.0.
3141-3144, and 3146-3148) as supplemented by
Department of Labor regulations (28 CFR
part 6), In accordance with the statute, con-
traotors must be required to pay wages to la-
borers and mechanics at a rate not less than
the prevailing wages specified in a wage de-
termination made by the Secretary of Labor,
In addition, contractors must be requirsd to
pay wages not less than once a week, The
non-Federal entity must place a copy of the
current prevalling wage determination
jssued by the Department of Labor in each

solicitation, The decision to awsrd a con-
tract or suboontraot must be conditioned
upon the acceptance of the wage detsrmina-
tion, The non-Federal entity must report all
suspected or reported violations to the Fed-
eral awarding agency. The contracts must
also include a provision for compliance with
the Copseland “Anti-Kickback® Act (40 U.8.C,
3146), as supplemented by Department of
Labor regulations (20 CFR part 8), The Act
provides thet each contractor or sub-
reciplient must be prohibited from induocing,
by any means, any person employed in the
construotion, completion, or repair of public
work, Lo give up any part of the compensa-
tion to whioh he or she is otherwise entitled.
The non-Federal entity must report all sus-
pected or reported violations to the Federal
awarding agency,

B. Oontract Work Hours and Safety Stand-
ards Aot (40 U,8,0, 8701-3708), Wheve applice-
ble, all contraots awarded by the non-Fed-
eral entlby in excess of $100,000 that involve
the employment of mechanics or laborers
must Include a provision for compliance with
40 U.8.0, 3702 and 3704, as supplemented by
Department of Labor regulations (29 CFR
part 6). Under 40 U.8,0, 3702 of the Act, each
contractor must be required to compute the
wages of every mechanio and laborer on the
basis of a standard work week of 40 hours.
Work {n excess of the standard work week is
permissible provided that the worker is com-
pensated at a rate of not less than one and a
half times the basic rate of pay for all hours
worked in excess of 40 hours in the work
week, The requirements of 40 U.8.0, 3704 axre
applicable to construction work and provide
that no laborer or mechanic must be re-
quired to work in surroundings or under
working conditions which are unsanitary,
hazardous or dangerous. These requirements
do not apply to the purchases of supplies or
materials or articles ordinarily avallable on
the open market, or contracts for transpor-
tation or transmission of intelligence,

F. Rights to Inventions Made Under a Con-
tract or Agreement, If the Federal award
meets the definition of ‘“‘funding agreement'
under 37 OFR 401,2 (a) and the recipient or
subrecipient wishes to enter into a contraoct
with a small business firm or nonprofit orga-
nization regarding the substitution of par-
ties, asslgnment or performance of experi-
mental, developmental, or resesrch work
under that “funding agreement," the recipi-
ent or subrecipient must comply with the re-
quirements of 37 OFR part 401 and any imple-
menting regulations issued by the awarding
agency,

G, Olean Alr Act (42 U,8.0, 7401-7671q.) and
the Federal Water Pollution Control Act (33
U.8.0, 1251-1887), as amended—Oontracts and
subgrants of amounts in excess of $150,000
must contain a provision that requires the
non-Federal award to agree to comply with
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all applicable standards, orders or regula-
tions lssued pursuant to the Clean Alr Aot
(42 U.8.0. 7401-7671q) and tho Federal Water
Pollution Control Act as amended (33 U,8.0,
1261-1387). Violations must be reported to the
Federal awarding agenoy and the Reglonal
Office of the Bavironmental Protection
Agency (BEPA).

H. Debarment and Suspension (Execubive
Orders 12549 and 12680)—A ocontract award
(see 2 CFR 180,220) must not be made to par-
ties listed on the government-wide exoclu-
slons in the System for Award Management
(8AM), in accordance with the OMB guide-
lines at 2 OFR part 180 that implement Bxec-
utive Orders 12649 (3 CFR part 1086 Comp,, D,
188) and 12689 (3 OFR part 1988 Comp., p. 236),
“Debarment and Suspension.” SAM Iixolu-
sions contains the names of parties debarred,
suspended, or otherwise excluded by agen-
oles, as well as parties declared ineligible
under stabutory or regulatory authority
other than Hxecutive Order 12649,

I, Byrd Anti-Lobbying Amendment (31
U.8.0, 1362)—Contractors that apply or bid
for an award excesding $100,000 must file the
required certification. Each tier certifies to
the tier above that it will not and has not
used Federal appropriated funds to pay any
person or organization for influencing or at-
tempting to influence an officer or employes
of any agenoy, & member of Congress, officer
or employee of Congress, or an employee of a
member of Congress {n connection with ob-
taining any Federal contract, grant or any
other award covered by 31 U.8,0. 18562, Bach
tier must aleo disclose any lobbying with
non-Federal funds that talkes place in con-
nection with obtaining any Federal award.
Such disclosures are forwarded from bler to
tier up to the non-Federal award,

J. See §76.331 Procursment of recovered
materials,

APPENDIX III 710 PART 756—INDIRECT
(F&A) Cosrs IDENTIFICATION AND
ASSIGNMENT, AND RATE DETBRMINA~
TION FOR INSTITUTIONS OF HIGHER
EDUCATION

A, General

This appendix provides oriteria for identi-’

fying and computing indirect (or Indirect
(F&A)) rates at THEs (institutions), Indirect
(F&A) costs are those that are incurred for
common or joint objectives and therefors
cannot be identified readily and speocifically
with a particular sponsored project, an In-
struotional activity, or any other institu-
tional activity, See subsection B.1, for a dls-
cussion of the components of indireot (F&A)
costs,

45 CFR Subtitle A (10-1-15 Edition)

1, Major Funotions of an Institution

Refers to instruction, organized research,
other sponsored activities and other institu-
tlonal aotlvities as defined in this seotion:

a. Instruction means the teaching and
training activities of an institution. Except
for research tralning as provided in sub-
seotlon b, this term includes all $eaching and
training sotivities, whether they are offered
for oredits toward a degree or certificate or
on g non-oredit basis, and whether they are
offered through regular mcademic depart-
ments or separate divisions, such as a sum-
maer school division or an extension division,
Also congidered part of this major funotion
are departmental resesrch, and, where
agreed to, university research,

(1) Sponsored ihstruction and training means
spscifio instruotional or training activity es-
tablished by grant, contract, or coopsrative
agresment, For purposes of the cost prin-
olples, this activity may be considered a
major function even though an institution’s
accounting treatment may include it in the
instruotion funotion,

(2) Departmental research means research,
development and scholarly acotivities that
are not organized vresearch and, con-
sequently, avre not separately budgeted and
gocounted for, Departmental researoh, for
purposes of this dooument, 1s not considered
ag & major funotion, but as g part of the In-
struction function of the institution.

b, Organized research means all research
and development aotlvities of an institution
that are separately budgeted and accounted
for, It inoludes:

(1) Sponsored research means all research
and development gobtivities that are spon-
gored by Federal and non-Federal agenocies
and organizations, This term includes activi-
ties involving the training of individuals in
regesrch techniques (commonly ocalled re-
gearch training) wheve such sotivities utilize
the same facilities as other resesrch and de-
velopment activities and where such activi-
ties are not included in the instruction func-
tion,

(2) University research means all research
and development aotivities that are sepa-
rately budgeted and accounted for by the in-
stitution under an internal application of in-
stitutional funds, University research, for
purposes of this document, must be com-
bined with sponsored research under the
function of organized research,

(8) Only mandatory cost sharing or cosb
sharing speoifioally committed in the projeot
budget must be included in the organized re-

"search base for computing the indirect (F&A)

cost rate or reflected in any allocation of in-
direot costs. Salary costs above statutory
1imits are not conslidered cogy sharing.

¢, Other sponsored gcetivitles means programs
and projects financed by Federal and non-
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Federal agencles and organizations which in-
volve the performance of work other than in-
struction and organized research. Bxamples
of such programs and projects are health

service projects and community service pro-

grams. However, when any of these activities
are undertaken by the institution without
outside support, they may be olassified as
other institutional activities,

d, Other institutional activities means all ac-
tivities of an ingtitution except for instruc-
tion, departmental research, organized re-
search, and other sponsored aotivities, as de-
fined in this section; indireot (F&A) cost ac-
tivities identified in this Appendix para-
graph B, Identification and assignment of in-
direot, (I"&A) costs; and specialized services
facilities desoribed in §76.468 of this part,

Examples of other institutional activitles
inolude operation of residence halls, dining
halls, hospitals and olinics, student unions,
intercollegiate athletics, bookstores, faculby
housing, atudent apartments, guest houses,
chapels, theaters, public museums, and other
similar suxiliary enterprises, This definition
also includes any other categories of activi-
ties, costs of whioch are “‘unallowsble’’ to
Federal awards, unless otherwise indicated
in an award,

2, Oriteria for Distribution

a. Base perlod. A base period for distribu-
tion of indireot (F&A) costs is the perlod
during which the costs are Inourred. The
base period normally should coincide with
the fiscal year established by the institution,
but in any event the base period should be so
solooted as to avold inequities in the dis-
tribution of costs,

b. Need for cost groupings. The overall ob-
jective of the indirect (F&A) cost allocation
process 1s to distribute the indireot (F&A)
costs desoribed in Section B, Identification
and assignment of indirect (I'&4) costs, to
the major funotions of the instibtution in pro-
portions ressonably consistent with the na-
ture and extent of their use of the institu-
tion’s resources, In order to achieve this ob-
jective, it may be necessary to provide for
seleotive distribution by establishing sepa-
rate groupings of cost within one or more of
the indirect (F&A) cost categories referred
to in subsection B.1, In general, the ocost
groupings established within a category

ghould constitute, in each case, 8 pool of’

those items of expense that are considered to
be of like nature in terms of their relative
contribution to (or degree of remoteness
from) the partioular cost objectives to which
distribution is appropriate. Cost groupings
should be established considering the general
guides provided in subsection ¢ of thls ses-
tion, Bach such pool or cost grouping should
then be distributed individually to the re-
lated cost objectives, using the distribution
base or method most appropriate in light of

the guldelines set forth in subsection d of
this section,

¢. General considerations on cost groupings.
The extent to which separate cost groupings
and selective distribution would be appro-
priate at an institution is a matter of jude-
ment to be determined on g case-by-case
basis, Typloal situations which may warrant
the establishment of two or more separate
cost groupings (based on account classifica-
tion or analysis) within an indirect (F&A)
cost ocategory include but are not limited to
the following:

(1) If oertain items or categories of expense
relate solely to one of the major functions of
the Institution or to less than all functions,
such expenses should be set aside as a sepa-
rate cost grouping for direct assignment or
selective allocation in accordance with the
guldes provided in subsections b and d,

(2) If any types of expense ordinarily trest-
ed as general administration or depart-
mental administration are charged to Fed-
eral awards as direct costs, expsnses applioa-
ble to other activities of the institution
when inourred for the same purposes in like
ofroumstances must, through geparate cost
groupings, be excluded from the indirect
(F&A) oosts gllooable to those Federal
awards and Included in the direct cost of
other activities for cost allocation purposes.

(3) If it 1s determined that certain expenses
are for the support of a service unit or faocll-
ity whose outpul is susveptible of messure-
ment on & workload or other quantitative
basis, such expenses should be set aside as &
soparate cost grouping for distribution on
such basls to organized research, instruc-
tional, and other activities at the institution
or within the department,

(4) If activities provide their own pur-
chasing, personnel adminiatration, building
maintensnce or similar gervice, the distribu-
tion of general administration and general
expenges, or operation snd maintenance ex-
penses to such activities should be accom-
plished through cost groupings which include
only that portion of central indireot (F&A)
costs (such as for overall management)
which are properly alloosble to such activi-
ties.

(6) If the institution elects to treat fringe
benefits as indirect (F&A) charges, such
costs should be set aslde as s separate cost
grouping for geleotive distribution to related
cost objectives,

(6) The nwmber of separate cost groupings
within a oategory should be held within
practioal limits, after taking Into consider-
atlon the materiality of the amounts in-
volved and the degres of preocision attainable
b}n'ough less selective methods of distribu-
tion,

d. Seleobion of distribution method,

(1) Actual condilions must be teken into
acocount in seleoting the method or base to
be used in distributing indlvidual cost
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groupings, The essential consideration In se-
leoting o base is that it be the one best suit-
ed for assigning the pool of costs to cost ob-
jeotives in accordance with benefits derived;
with a traceable cause-and-effect relation-
ship; or with logic and reason, where neither
benefit nor a cause-and-effect relationship is
determinable,

(2) If a cost grouping can be identified di-
. reotly with the cost objeotive benefltted, 1t
should be assigned to that cost objective,

(3) If the expenses in a cost grouping are
more general in nature, the distribution may
be based on a cogt analysis study which re-
sults in an equitable distribution of the
costs, Such cost analysis studles may take
into consideration weighting factors, popu-
lation, or space ococupled if appropriate. Cost
analysis studies, however, must (a) be appro-
priately documsented in sufficlent detadl for
subsequent review by the cognizant agency
for indirect costs, (b) distribute the costs to
the related cost objeotives in accordance
with the relative benefits derived, (c) be sta~
tistically sound, (d) be psrformed speoifically
at the institution at which the results ave to
be used, and () be reviewed pericdioally, but
not less frequently than rate megotiations,
updated if necessary, and used consistently.
Any assumptions made in the study must be
stated and explained, The use of cost anal-
yeis studies snd periodic changes In the
method of cost distribution must be fully
justified,

(4) If & cost analysis study is not per-
formed, ot if the study does not result in an
squitable distribution of the costs, the dis-
tribution must be made in accordance with
the appropriate base clted in Section B, un-
1ess one of the following conditions is met:

(a) It can be demonstrated that the use of
s different base would result in & more squi-
table allocation of the costs, or that a more
readily avallable base would not increase the
costs charged to Federal awards, or

(b) The institution qualifies for, and elects
to use, the simplified method for computing
indirect (F&A) cost rates desoribed in Sec-
tion D. :

(6) Notwithstanding subsectlon (8), eifec-
tive July 1, 1998, a cost analysis or bass other
than that in Section B must not be used to
distribute utility or student services cosbs,
Instead, subsections B.4.c may be used in the
recovery of utillty costs, .

e, Order of distribution,

@) Indirect (F&A) costs are the broad oat-
egories of costs disoussed in Section B.1,

(2) Depreciation, interest expenses, oper-
ation and maintenance expenses, and general
administrative and general expensges should
be allooatied in that order to the remaining
indivect (F&A) cost categories as well as to
the major functions and speclalized service
faoilities of the institution, Other cost oab-
egories may be allocated in the order deter-
mined to be most appropriate by the institu-

45 CFR Subtitie A (10-1-15 Edition)

tions, When oross allocation of costs is made
as provided in subseotion (8), this order of al-
location does not apply.

(8) Normally an indirect (F&A) cost cat-
egory will be considered closed once it has
been allocated to other cost objectives, and
costs may not be subsequently ellocated to
it, However, a oross alloocation of costs be-
tween two or more indirect (F&A) cost cat-
oegories may be used if such allocation will
result in & more eguitable allocation of
oosts, If a cross allocation is used, an appro-
priate modification to the composition of
the indireot (F&A) cost categories desoribed
in Section B 18 required,

B. Identification and Assignment of Indirect
(F'&A) Costs

1, Definition of Faocilities and
Adminigtration

See §76.414 which provides the basis for
these indirect cost requirements,

2. Depreciation

a. The expenses under this heading are the
portion of the ocosts of the institution’s
buildings, caplial improvements to land and
buildings, and equipment which are com-
puted in accordance with §76.438.

b, In the absence of the alternatives pro-
vided for in Seotion A,2.d, the expenses in-
oluded in this oategory must be allooated in
the following manner:

(1) Deprectation on buildings used exolu-
sively In the conduct of e single function,
and on capital improvements and equipment
used in such buildings, must be assigned to
that function,

(2) Depraociation on buildings used for more
than one funotion, and on oapital improve-
ments and equipment used in such bulldings,
must be allocated to the individual functions
performed in each building on the basis of
usable square feet of spaose, excluding com-
mon areas such as hallways, stairwells, and
rest rooms,

(8) Depreciation on buildings, capital im-
provements and equipment related to space
(e.g., individual rooms, laboratories) used
jointly by more than one funotion (as deter-
mined by the users of the space) must be
treated as follows, The cost of each jointly
used unit of space must be allocated to bene-
fitting functions on the basis of:

() The employee full-time equivalents
(FTHs) or salaries and wages of those indi-
vidual functions benefitting from the use of
that space; or

(b) Institution-wide employee FTES or sal-
arles and wages applicable to the benefitting
major functions (see Bection A.1) of the in-
sbitution,

(4) Depreclation on certain ocapital im-
provements to land, such as paved parking
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areas, fences, sldewalks, and the liks, not in-
cluded in the cost of buildings, must be allo-
oated to user categories of students and em-
ployees on a full-time equivalent basis. The
amount allocated to the student catbegory
must be assigned to the instruction function
of the institution, The amount allocated to
the employee category must be further allo-
oated to the major functions of the institu-
tion in proportion to the salaries and wages
of all employees applicable to those func-
tions,

3, Interest

Interest on debt associated with certain
buildings, equipment and capital improve-
ments, as defined in §75.449, must be classi-
fied as an expenditure under the category
Faoilities, These costs must be allocated in
the same manner as the depreciation on the
buildings, equipment end capltal improve-
ments to which the interest relates.

4, Operation and Malntenanoce Expenses

a. The expenses under this heading are
those that have been incurred for the admin-
istration, supervision, operation, mainte-
nanace, preservation, and proteotion of the in-
stitution’s physical plant, They include ex-
penses normally inocurred for such items as
janitorial and utility services; repairs and
ordinary or normal alterations of buildings,
furniture and equipment; care of grounds;
maintenance and operation of buildings and
other plant facilities; security; earthquake
and disaster preparedness; environmental
safety; hazardous waste disposal; property,
liability and all other Insurance relating to
property; space and capitel leasing; facility
planning and management; and central re-
celving, The operation and maintenance ex-
pense oategory should also inoclude its allo-
cable share of fringe benefit costs, depreola-
tion, and Interest costs,

b. In the absence of the alternatives pro-
vided for in Section A.2.d, the expenses In-
cluded in this category must be allocated in
the same manner as desoribed in subseotion
2.b for depreoiation,

o. A utility cost adjustment of up to 1.3
peroentage points mey be included in the ne-
gotiated Indirect cost rate of the THE for or-
ganized research, per the computation alter-

natives in paragraphs (o)1) and (2) of this.

gection:

(1) Where space is devoted to a single func-
tion and metering allows unambiguous meas-
urement of usage related to thab space, costs
must be assigned to the funotion located in
that space,

(2) Where space is allocated to different
funotions and metering does not allow unam-
biguous measurement of usage by function,
costs must be allooated as follows:

(1) Utilities costs ghould be apportioned to
functions in the same mannher as deprecia-

tion, based on the caloulsted difference be-
tween the site or building actual square foot-
age for monitored research laboratory space
(site, bullding, floor, or room), and a sepa-
rate oaloulation prepared by the THE using
the “effective square footage" desoribed in
subseotion (0)(2)(11) of this section,

(1) ‘"Btfective square footage allocated to
research laboratory space must be caloulated
as the actuel square footage times the vel-
ative energy utilization index (REUI) posted
on the OMB Web site at the time of a rate
determination,

A. This Index is bthe ratio of a laboratory
energy use index (lab EUI) to ths cor-
responding index for overall average college
or university space (college BUI),

B. In July 2012, values for these two indices
(taken vrespeotively from the Lawrence
Berkeley Liaboratory “Liabs for the 21st Cen-
tury” benchmarking tool http/
labs21benchmarking.lbl.gov/CompareData.php
and the US Department of Energy *Build-
ings HBnergy Databook” and [hitp//
bufidingsdatabook.eren.doe.got/CBECS.aspx)
were 310 kBtu/sq ft-yr. and 1656 kBtu/aq ft-yr.,
80 that the adjustment ratio is 2.0 by this
methodology, To retain currency, OMB will
adjust the BUI numbers from time to time
(no more often than annually nor less often
than every b years), using relinble and pub-
licly disclosed data. Current values of both
the BUIs and the REUI will be posted on the
OMB Web site.

6. General Administration and General
Expenses

a, The expenses under this heading ave
those that have been inourred for the general
executive and administrative offices of edu-
cational institutions and other expenses of a
general character which do not relate solely
to any major function of the institution; {.e.,
solely to (1) instruction, (2) organized re-
search, (3) other sponmsored activities, or (4)
other institutional activities, The general
administration and general expense oategory
should also include its allocable share of
fringe benefit costs, operation and mainte-
nance expense, depreciation, and interest
costs, Examples of general administration
and general expenses inolude; Those expenses
ineurred by administrative offices that serve
the entire university system of which the in-
stitution is a part; central offices of the in-
stitution such as the President’s or
Chancellor’s office, the offices for institu-
tlon-wide financlal management, business
services, budget and planning, personnel
mansgement, and safety and risk manage-
ment; the office of the General Gounsel; and
the operations of the central administrative
management Information systems, General
administration and genersl expenses must
not include expenses incurred within non-
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university-wide deans' offices, academic de-
partments, organized research units, or simi-
lar orgapizational units. (See subsection 6,)

b, In the absence of the alternatives pro-
vided for in Seotion A.2.d, the expenses in-
cluded in this category must be grouped fivst
according to common major funotions of the
institution to which they render services or
provide benefits, The aggregate expenses of
each group must then be allocated to sery-
{ced or benefitted funotions on the modified
total cost basis, Modified total costs conaist
of the same elements as those in Bection 0.2,
When an activity included in this indirect
(F&A) cost category provides a gervice or
product to another institution or organiza-
tion, an appropriate adjustment must be
made to either tho expenses or the basis of
allocation or both, to assure a proper allooa-
tion of costs.

8. Departmental Administration Expenses

a. The expenses under this heading are
those that have been Incurred for adminis-
trative and supporting services that benefit
common or joint departmental activities or
objeotives in academic deans’ offices, aca-
demic departments and divisions, and orga-
nized research units, Organized research
units include such units as institutes, study
centers, and research centers, Departmental
administration expenses are subject to the
following limitations,

(1) Aoademic deans' offices, Salarles and
operating expenses are limited to thoss at-
tributable to administrative functions.

(2) Academic departments:

(a) Salaries and fringe benefits attrib-
utable to the administrative work (including
bid and proposal preparation) of faculty (in-
cluding department heads) and other profes-
siona] personnel conducting research and/or
instruction, must be allowed at a rate of 3.6
percent of modified btotal direct costs, This
category does not include professional busi-
ness or professional administrative officers.
This allowsnoe must be added to the com-
putation of the indirect (P&A) cost rate for
major funotions in Seotion O; the expenses
covered by the allowance must be excluded
from the departmental administration cost
pool, No dooumentation is rvequired to sup-
port this allowance,

(b) Other administrative and supporti_ng'
expenses incurred within academlo depart-
ments are allowable provided they are treat-
od conslstently in like ciroumstances, This
would include expenses such as the salaries
of seoretarial and clerical staffs, the salaries
of sdministrative officers and assistants,
travel, office supplies, stockrooms, and the
like,

(3) Other fringe benefit costs applicable to
the salartes and wages included in sub-
sections (1) and (2) are allowable, as well as
an appropriate share of general administra-

45 CFR Subtitle A (10-1~15 Edition)

tion and genseral expenses, operation and
meaintenance expenses, and depreciation,

(4) Federal agencles may authorize reim-
bursement of additional costs for department
heads and faculty only in exceptional cases
where an institution can demonstrate undue
hardship or detriment to project perform-
ance,

b, The following guidelines apply to the de-
termination of departmental administrative
costs as direct or indirect (F&A) costs,

(1) In developing the departmental admin-
istration cost pool, spscial care should be ex-
eroised to ensure that costs inourred for the
same purpose in like olrcumstances are
treated consistently as either direct or indi-
ract (W&A) costs, For example, salaries of
technioal staff, laboratory supplles (e.g.,
chemicals), telephone toll charges, animals,
animal ocare costs, computer ocosts, travel
costs, and speocinlized shop costs must be
treated as direot costs wherever identifiable
to a partioular cost objeotive, Direct charg-
ing of these costs may be accomplished
through specific identification of individual
costs to benefitting oost objectives, or
through recharge centors or speoialized serv-
ice facilitles, as appropriate under the oir-
ocumstances, See §§76.413(c) and 76,468,

(2) Items such as office supplies, postage,
local telephone costs, and memherships must
normally be treated as indireot (F&A) costs.

o. In the absence of the alternatives pro-
vided for in Section A.2,d, the expenses in-
cluded in this category must be allocated as
follows! )

(1) The administrative expenses of the

dean's offfce of each college and school must
be allocatsd to the academic departments
within that college or school on the modified
total cost basis,
' (2) The administrative expenses of each
aoademic department, and the department’s
share of the expenses alloocated in subsection
(1) must be allocated to the appropriate func-
tions of the depariment on the meodified
total cost basis,

7. 8ponsored Projects Administration

a, The expenses under this heading are lim-
itéd to those inourred by a separate organi-
zabion(s) established primarily to administer
sponsored profects, including such functions
as. grant and contract administration (Fed-
oral and non-Federal), speolal seourity, pur-
chesing, personnel, administration, and edit-
ing and publishing of ressarch and other re-
ports, They include the salaries and expenses
of the head of such organization, assistants,
and Immediate staff, together with the sala-
ries and expenses of personnel engaged in
supporting activities malntained by the or-
ganization, such as stock rooms, print shops,
and the like, This cstegory also includes an
allocable ghare of fringe beneflt costs, gen-

‘eral administration and general expenses,
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operation and maintenance expenses, and de-
preciation, Appropriate adjustments will be
made for services provided to other functions
or organizations,

b. In the absence of the alternabives pro-
vided for in Section A.2.d, the expenses in-
oluded in this category must be allocated to
the major functions of the institution under
which the sponsored projscts sre conducted
on the basis of the modified total cost of
sponsored projects,

o. An appropriaste adjustment must be
made to eliminate any duplicate charges to
Faderal awards when this category includes
similar or identical activities as those in-
cluded in the general administration and
genersl oxpense category or other indirect
(F&A) cost items, such as accounting, pro-
ourement, or personnel administration,

8. Library Bxpenses

8. The expenses under this heading are
those that have been incurred for the oper-
ation of the library, inocluding the cost of
books and library materials purchased for
the library, less any items of library income
that quslify as applicable credits under
§76.406, The library expense oategory should
also include the fringe benefits applicable to
the salaries and wages Inoluded thereln, an
appropriate share of general administration
and general expense, operation and mainte-
nance expense, and depreciation, Custs in-
ocurred in the purchases of rare books (mu-
seum-type books) with no value to Federal
awards should not be allocated to them,

b, In the absence of the alternatives pro-
vided for in Section A,2.d, the expenses in-
oluded in this category must be allocated
first on the basis of primary ocategorios of
users, including students, professional em-
ployees, and other useys,

(1) The student oategory must consist of
full-time equivalent students enrolled at the
institution, regardless of whether they earn
oredits toward s degree or certificate.

(2) 'The professional employee ocategory
must consist of all faculty members and
other professional employees of the institu-
tlon, on a full-time equivalent basis. This
oategory may also include post-doctorate
fellows and graduate students.

(3) The other users category must conslst
of a reasonable factor as determined by insti-

tutional records to account for all other

users of library faocilities,

¢. Amount allocated in paragraph b of this
section must be assigned further as follows:

(1) The amount in the student category
must be assigned to the instruction function
of the institution,

(2) The amount in the professional em-
ployee ostegory must be assigned to the
major functions of the institution in propor-
tion to the salaries and wages of all faculty
members and other professionsl employees
applicable to those functions.

(3) The emount in the other users oategory
must be assigned to the other institutional
acotlivities function of the Institution,

9. Student Administration and Services

a. The expenses under this heading ave
those that have been incurred for the admin-
istration of student affairs and for services
to students, including expenses of such ao-
tivities as deans of students, admissions, reg-
istrar, counseling and placement services,
student advisers, studen$ health and infir-
mary services, catalogs, and commence-
ments and oconvooations, The salaries of
members of the academic staff whose respon-
sibilities to the institution require adminis-
trative work that benefits sponsored projects
may also be included to the extent that the
portion charged to student administration is
determined in accordance with Subpart E of
this part., This expense oategory also in-
cludes the fringe benefit costs applioable to
the salaries and wages included therein, an
appropriate share of general administration
and general expenaes, operation and mainte-
nance, interest expense, and depreciation.

b. In the absence of the alternatives pro-
vided for in Seotion A,2.d, the expenses in
this category must be allocated to the in-
struction funotion, and subsequently to Fed-
eral awards in that function,

10, Offset for Indirect (F'&A) Bxpenses Other-
wise Provided for by the Federal Govern-
ment

8, The {tems to be accumulated under this
heading are the reimbuisements and obher
payments from the Federal Government
which are made to the institution to support
solely, speoifionlly, and directly, in whole or
in part, any of the administrative or service
aotivities desoribed in subsections 2 through
9,
b. The items in this group must be treated
a8 8 oredit to the affected individual indirect
(F&A) cost category before that category is
allocated to benefitting functions,

C. Determination and Application of Indirect
(F&A) Cost Rate or Rates

1, Indirect (F&A) Cost Pools

a. (1) Subjeot to subsection b, the separate
categorles of indirect (FP&A) costs allocated
to each major function of the institution as
presoribed in Section B of this paragraph ¢.1-
, must be aggregated and treated as a com-
mon pool for that function, The amount In
each pool must be divided by the distribution
base desoribed in subsection 2 to arvive at a
single Indirect (F&A) cost rate for each func-
tion,

(2) The rate for each funofion is used to
distribute indirect (F&A) cosls to individual
Federal awards of that funotion, Since a
common pool is established for each major
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function of the institution, a separate indi-
rect (P&A) cost rate would be established for
each of the major functions described in Sec-
tion A.1 under which Federal awards aro car-
ried out.

(3) Bach institution’s indirect (F&A) cost
rate process must be appropriately designed
to ensure that Federal sponsors do not In
any way subsidize the indirect (F&A) costs of
other sponsors, speoifically aotivities spon-
gored by industry and foreign governments,
Accordingly, each allooation method used to
identify and allocate the indirect (F&A) cost
pools, as described in Seotions A.2, and B2
through B.9, must contain the full amount of
the institution’s modified total costs or
other appropriate units of measurement used
to make the computations, In addition, the
final rate distribution base (as defined in
subsection 2) for each major function (orga-
nized research, instruction, eto., as desoribed
in Secobion A.1) must contain all the pro-
grams or potivities which utilize the indirect
(F&A) cosls allooated to that major fune-
tion, At the time an indirect (F&A) cost pro-
posal is submitted to a cognizant agency for
indireot ocosts, each Institution must de-
soribs the prooess it uses to ensure that Fed-
eral funds are not used to subsidize Industry
and foreign government funded programs,

b. In some instances a single rate basis for
use across the board on all work within a
major function at an institution may not he
appropriate, A single rate for research, for
example, might not take into account those
different environmental factors and other
conditions which may affoot substantially
the indirect (F&A) costs applicable to a par-
ticular segment of research at the institu-
tion. A particular segment of research may
be that performed under a single sponsored
agresment or it may consist of research
under a group of Iederal awards performed
in a common environment. The environ-
mental factors are not limited to the phys-
ioal location of the work. Other important
factors are the level of the administrative
support required, the nature of the facilities
or other resources employed, the soientific
disoiplines or technioal skillg involved, the
organizational arrangements used, or any
combination thereof. If a particular segment
of a sponsored sgreement is performed with-
in an environment which appears to generate
a significantly different level of Indirect

(F&A) costs, provisions should be made for 8

separate indirect (F&A) cosb pool applicable
to such work., The separate indirect (F'&A)
cost pool should be developad during the reg-
ular course of the rate determination process
and the separate indirect (F&A) oost rate re-
sulting therefrom should be wutilized; pro-
vided it iz determined that (1) such indirect
(F&A) cost rate differs significantly from
that which would have been obtained under
subseotion a, and (2) the volume of work to
which such rate would apply is material in
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relation to other Federal awards at the insti-
tution,

2, The Distribution Basis

Indirect (F'&A) costs must be distributed to
applicable Federal awards and other henefit-
ting activities within each major function
(see section A1, Major funotions of an insti-
tution) on the basis of modified total direct
costs (MTDO), consisting of all salaries and
wages, fringe benefits, materials and sup-
plies, services, travel, and up to the first
$26,000 of each subaward (regardless of the
perlod covered by the subaward), MTDC is
defined in §76.2, For this purpose, an indirect
(P&A) cost rate should be determined for
each of the separate Indireot (F&A) cost
pools developed pursuant to subsection 1,
The rate In each case should be stated as the
percentage which the amount of the par-
tloular indirect (F&A) cost pool is of the
modified total direct costs identified with
suoch pool,

8, Negotiated Lump Sum for Indirect (F&A)
Costs

A negotiated fixed amount in lieu of indi-
reot (F&A) costs may be appropriate for self-
contained, off-campus, or primarily subcon-
tracted activities where the bensefits derived
from an institution’s Indirect (F&A) services
oannot he readily determined. Such nego-
tiated indirect (FP&A) costs will be treated as
an offset hefore allooation to instruction, or-
ganized research, other sponsored aoctivities,
and other institutional activities. The base
on which such remaining expenses are allo-
cated should be appropriately adjusted.

4, Predetermined Rates for Indireot (F&A)
Costs

Public Liaw 87-638 (76 Stat, 437) as amended
(41 U.8.0, 4708) authorizes the use of pre-
determined rates in determining the “indi-
rect costs'’ (Indirsct (F&A) costs) applicable
under regearch agresments with educational
institutions, The stated objectives of the law
are to simplify the administration of cost-
type research and development contracts (In-
ocluding grants) with eduoational institu-
tions, to facilitate the preparation of their
budgets, and to permit more expeditious
closeout of such contracts when the work is
completed. In view of the potential advan-
tages offered by this procedure, negotiation
of predetermined rates for indirect (F&A)
costs for a period of two to four years should
be the norm in those situations where the
cost experience and other pertinent faots
available are deemed sufficient to enable the
parties involved to reach an informed judg-
ment as to the probable level of indirect
(F&A) costs during the ensuing accounting
periads.
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5, Negotiated Fixed Rates and Carry-
Forward Provisions

When a fixed rate i8 negotiated in advance
for a fiscal year (or other time period), the
over- or under-recovery for that year may be
included as an adjustment to the indirect
(F&A) cost for the next rate negotiation.
When the rate is negotiated before the carry-
forward adjustment is determined, the carny-
forward amount may be applied to the next
subssquent rate negotiation. When such ad-
justments are to be made, each fixed rale ne-
gotiated in advance for & given period will be
computed by applying the expected indirect
(I'&A) ocosts allooable to Federal awards for
the forecast period plus or minus the oamy-
forward adjustment (over- or under-resovery)
from the prior perlod, to the forecast dis-
tribution base, Unrecovered amounts under
lump-sum agresments or cost-sharing provi-
sions of prior yesrs must not be carried for-
ward for considerastion in the new rate nego-
tiation, There must, however, be an advance
understanding in each case between the in-
stitution and the cognizant agency for indi-
rect costs as to whether these differences
will be considered in the rate negotiation
rather than making the determination after
the differences are known. Further, institu-
tions electing to use this carry-forward pro-
vision may not subsequently change without
prior approval of the cognizant agenocy for
indirect costs, In the event that an institu-
tion returns to a post-determined rate, any
over- or under-recovery during the period in
which negotiated fixed rates and carry-for-
ward provisions were followed will be In-
cluded in the subsequent post-determined
rates. Where multiple rates are used, the
same procedure will be applicable for deter-
mining each rate,

6. Provistonal and Final Rates for Indirect
(P& A) Costs

Where the cognizant agency for Indireot
costs determines that cost experience and
other pertinent faots do not justify the use
of predetermined rates, or a fixed rate with
a ocarry-forward, or if the parties cannot
agres on an equitable rate, a provisional rate
must be established., To prevent substantial
overpayment or underpayment, the provi-

stonal rate may be adjusted by the cognizant’

agenoy for indireot costs during the institu-
tion's fiscal year. Predetermined or fixed
rates may replace provisional rates at any
time prior to the close of the institution’s
fiscal year., If a provisional rate is not re-
placed by & predetermined or fixed rate prior
to the end of the institution’s fiscal year, a
finel rate will be established and upward or
downward adjustments will be made based on
the actual allowable costs inourred for the
period lnvolve\d.
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7. Fixed Rates (or the Lifs of the Sponsored
Agreement

a, lxoept as provided in paragraph (c)(1) of
§76.414 Federal agencies must use the nego-
tiated rates for indirect (Fé&A) costs in effect
at the time of the initia) award throughout
the life of the Federal award. Award levels
for Federal awards may not be adjusted in
future years as a result of changes in nego-
tiated rates, “Negotiated rates’ per the rate
agreement include final, fixed, and predeter-
mined rates and exclude provisional rates.
“Life" for the purpose of this subssction
means each competitive segment of a
project. A competitive segment Is a period of
years approved by the Federal awarding
agency ab the time of the Federal award, If
negotiated rate agreements do not extend
through the life of the Federal award at the
time of the initial sward, then the nego-
tiated rate for the last yemr of the Federal
award must be extended through the end of
the life of the Federal award.

b. Eixcept as provided in §75.414, when an
educational institution does not have s nego-
tlated rate with the Federal Government at
the tlme of an awerd (because the edu-
cational institution is s new recipient or the
parties cannot reach agreement on a rate),
the provisional rate used gt the time of the
award must be adjusted once a rate is nego-
tiated and spproved by the cognizant agency
for indirect costs,

8. Limitation on Reimbursement of
Administrative Costs

a, Notwithstanding the provisions of sub-
section OC.1,a, the administrative costs
charged to Federal awards awavded or
amended (including continuation and re-
newal awards) with effective dates beginning
on or after the start of the institution’s first
fisoal year which begins on or after October
1, 1981, must be limited to 26% of modified
total direot costs (as defined in subssction 2)
for the total of General Administration and
General Expenses, Departmental Adminis-
tration, S8ponsored Projects Administration,
and Student Administration and Services
(including their allocable share of deprecia-
tion, interest costs, operation and mainte-
nance expenses, and fringe benefits costs, as
provided by Section B, Identification and as-
slgnment of indireot (F&A) costs, and all
other types of expenditures not listed spe-
cifically under one of the subcategories of fa-
oflities in Section B,

b, Institutions should not change their ac-
counting or cost allocation methods if the ef-
feot 18 to change the charging of & partioular
type of cost from F&A to direot, or to reclas-
sify costs, or increase allocations from the
edministrative pools identified in paragraph
B.1 of this Appendix to the other F&A cost
pools or fringe benefits, Cognizant agencies
for indirect cost are authorized to allow
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changes where an insbitution’s charging
praotices are at variance with acceptable
practices followed by a substantial majority
of other institutions.

9. Alternative Method for Administrative
Costs

a, Notwithstanding the provisions of sub-
section O.1,a, an institution may elect to
olalm a fixed allowance for the ‘‘Adminis-
tration’ portion of indirect (F&A) costs. The
allowence could he either 24% of modified
total direct costs or a percentage equal to
96% of the most recently negotisted fixed or
predetermined rate for the cost pools in-
oluded under *‘Administration’ as defined in
8ection B.1, whichever is less. Under this al-
ternative, no cost proposal need be prepared
for the "*Administration’’ portion of the indi-
rect (P&A) cost rate nor is further identifioa-
tion or dooumentation of these costs re-
quired (see subseotion o). Where a negotiated
indirect (F&A) cost agreement includes this
alternative, an Institution must make no
further oharges for the expenditure cat-
egories described in Bection B.5, Section B.6,
Seotion B,7, and Section B.9,

b. In negotiations of rates for subsequent
periods, an institution that has elected the
option of subseotion & may continue to exer-
olse it at the same rate without further iden-
tifloation or documentation of costs,

c. If an institution elects Lo accepl a
threshold rate as defined in subseotion a of
this seotion, 1t 1s not required to perform a
detalled analysis of its administrative costs,
However, in order to compute the facilities
components of 1ts indireot (F&A) cost rate,
the Institution must reconcile its indirect
(F&A) cost proposal to its finanoial state-
ments and make appropriate adjustments
and reclassifioations to identify the costs of
esch major function as defined in Seotion
A.1, as well as to 1dentify and allocalbe the fa-
oilities components. Administrative costs
that are not identified as such by the insti-
tution’s accounting system (such as those in-
ocurred in academic departments) will be
classified as instructionsal costs for purposes
of reconciling indirect (F&A) cost propossls
to financial statements and allocating facill-
ties costs,

10. Individual Rate Components

In order to provide mutually agreed-upon
information for menagement purposges, each
indireot (F&A) cost rate negotiation or de-
termination must include development of a
rate for each indireot (F&A) cost pool as well
as the overall indireot (F&A) cost rate.

11, Negotiation and Approval of Indirvect
(F&A) Rate

a. Cognizant agency for indirect costs s
defined in §76.2.

45 CFR Subtitie A (10~1~15 Edlition)

(1) Cost negotiation cognizance is assigned
to the Department of Health and Human
Services (HHS) or the Department of De-
fense's Office of Naval Regearch (DOD), nor-
mally depending on which of the two agen-
cles (HHS or DOD) provides more funds to
the educational institution for the most re-
cent three years, Information on funding
must be derived from relevant date gathered
by the National Sclence Foundation. In cases
where neither HHS nor DOD provides Fed-
eral funding to an educabtional institution,
the cognizent agency for Indirect costs as-
slgnment must default to HHS, Notwith-
standing the method for cognizance deter-
mination desoribed in this seotion, other ar-
rangements for cognizance of a particular
eduoational institution may also be based in
part on the types of research performed at
the educational institution and must be de-
olded based on mutual agreement between
HHS and DOD., Where a non-Federal entity
only receives funds as & subrecipient, see the
requirements of § 75,3562,

(2) After cognizance is established, it must
ocontinue for a flve-year period,

b, Acceptance of rates, Bee §76,414,

o. COorrecting defiolencies, The cognizant
agenoy for indireoct ocosts must negotiate
changes needed (o correct systems defl-
clenoies relating to accountability for Fed-
eral awards, Cognizant agencies for indirect
costs must address the conoerns of other af-
feoted agencles, as appropriate, and must ne-
gotiate special rates for Federal agenocies
that are required to limit recovery of Indi-
reot costs by statute, ,

d. Resolving questioned costs. The cog-
nizant agenoy for indirect costs must con-
duct any necessary negotiations with an edu-
ontional institution regarding amounts ques-
tioned by audit that sre due the Federal
Government related to costs covered by a ne-
gotiated agreement,

e. Reimbursement, Relmbursement to cog-
nizant rgencies for indivect costs for work
performed under this Part may be made by
reimbursement billing under the Eeconomy
Act, 31 U.8,0, 1636, :

f. Procedure for establishing facilities and
administrative rates must be established by
one of the following methods:

(1) Formal negotiation, The cognizant
agenoy for indirect costs is responsible for
negotiating and approving rates for an edu-
oational Institution on behalf of all Federal
agenocles, Federal awarding agenoies that do
not have cognizance for indirect costs must
notify the cognizant agency for indirect
costs of speocific concerns ({.e., & need to es-
tablish special cost rates) which could affect
the negotiation process, The cognizant agen-
oy for indirect costs must address the con-
cerns of all interested agenocies, as appro-
priate. A pre-negotiation conference may be
soheduled among all interested agencies, if
necessary, The cognlzant agenoy for indirect
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copts must then arrange a negotiation con-
ference with the eduoational institution,

(2) Other than formal negotiation, The cog-
nizant agency for indirect costs and edu-
eationgal institution may reach an agresment
on rates without a formal negotiation con-
ference; for example, through correspond-
ence or use of the simplified method de-
soribed in this section D of this Appendix.

g, Formalizing determinations and agree-
ments, The cognizant agency for indireot
costs must formalize all determinations or
agreements reached with an educational in-
stitution and provide coples to other agen-
oles having an Interest. Dsterminations
should include a desoription of any adjust-
ments, the aotual amount, both dollar and
percentage adjusted, and the reason for mak-
ing adjustments.

h, Disputes and disagreements. Where the
cognizant agency for indirect costs 1s unable
to reach agreement with an eduoational in-
stitution with regard to rates or audit reso-
lution, the appeal system of the cognizant
agenoy for indireot costs must be followed
for resolution of the disagreement,

12, Standard Format for Submission

For facilities and administrative (indireot
(P&A)) rate proposels, educational institu-
tions must use the standard format, shown
in section B of this appendix, to submit their
indirect (F&A) rate proposal to the ocog-
nizant agency for indireot costs, The cog-
nizant agenoy for indirect costs may, on an
institution-by-institution basis, grant excep-
tiona from all or portions of Part II of the
standard format requirement, This require-
ment does not apply to educational institu-
tions that use the simplified method for oal-
oulating indirect (F&A) rates, as desoribed in
Section D of this Appendix,

As provided in section 0.10, each F&A cost
rate negotiation or determination must in-
olude development of a rate for each F&A
oost pool as well as the overall F&A rate,

D, Simplified Method for 8Small Institutions

1, General

8, Where the total direct cost of work cov-
ered by this part 76 at an institution does
not excead $10 milllon in a fiscal year, the
simplified procedure desoribed in subsections

2 or 3 may be used in determining allowable

indirect (F&A) costs. Under this simplified
procedure, the institution's most recent an-
nual financial report and immediately avail-
able gupporting information must be utilized
a8 a basis for determining the indirect (F&A)
cosb rate applicable to all Federal awards,
The institution may use either the salaries
and wages (see subseotlon 2) or modified
total direct costs (see subseotion 8) as the
distribution basis,

b. The simplified procedure should not be
used wheve it praduces results which appear
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inequitable to the Federal Government or
the institution. In any such case, indirect
(F&A) costs should be determined through
use of the regular procedure,

2. 8implified Procedure—Salaries and Wages
Base

a, BEstablish the total amount of salaries
and wages paid to all employees of the Insti-
tution,

b. Establish an Indirect (F&A) cost pool
consisting of the expenditures (exclusive of
oapital items and other costs specifically
identified a8 unallowable) which customarily
are classified under the following titles or

their equivalents:

(1) General administration and general ex-
penses (excluslve of costs of student adminis-
tration and services, student activities, stu-
dent aid, and scholarshipa),

(2) Operation and msintenance of physical
plant and depreciation (after appropriate ad-
justment for costs applicable to other insti-
tutional activities),

(3) Library.

(4) Department administration expenses,
which will be computed as 20 percent of the
salaries and expenses of deans and heads of
departments,

In those cases where expenditures olassi-
fled under subseotlon (1) have previously
been allooated to other institutional activi-
ties, they may be included in the indirect
(FP&A) cost pool, The total amount of sala-
ries and wages included in the indirvect (F&A)
cost pool must be separately identified,

¢, Establish & salary and wage distribution
basge, determined by deduoting from the total
of salaries and wages as established in sub-
seotion a. from the amount of salaries and
wages included under subsection b.

d. Establish the indireot (F&A) cost rate,
determined by dividing the amount in the in-
direct (F&A) cost pool, subsection b, by the
amount of the distribution base, subseotion
[+H

e. Apply the indireot (F&A) cost rate to di-
rech salaries and wages for individual agree-
ments to determine the amount of indirect
(F&A) costs allocable to such agreements,

3. Simplified Procedure—Modified Total
Direct Cost Base

a. Establish the total costs incurred by the
institution for the base period,

b. Hstablish an indirect (F&A) cost pool
conslsting of the expenditures (exclusive of
capital items and other costs specifically
identified as unallowable) which customarily
are clagsified under the following titles or
their equivalents:

(1) General administration and general ex-
penses (exclusive of costs of student adminis-
tration and gervices, student activities, stu-
dent ald, and scholarships),
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(2) Operation and maintenance of physical
plant and deprsciation (after appropriate ad-
justment for costs applioable to other insti-
tutional activities),

(8) Library.

(4) Department administration expenses,

which will be computed as 20 percent of the
salaries and expenses of deans and heads of
departments, In those cases where expendl-
tures classified under subsection (1) have
previously been allocated to other institu-
tional activities, they may be included in the
indirect (F&A) cost pool, The modified total
diveot costs amount included in the indirect
(F&A) cost pool must be separately ldenti-
fied.
o. Istablish a modified total direet ocost
distribution base, as defined in Bection .2,
that consists of all institution’s direot func-
tions,

d. Establish the indirect (F&A) cost rate,

determined by dividing the amount in the in-
direot (F&A) cost pool, subsection b, by the
amount of the distribution base, subsection
C.
o, Apply the indlrect (FP&A) cost rate to
the modified total direct costs for individual
agreements to determine the amount of indi-
reot (F'&A) cosbs allocable to such agree-
ments,

H, Doocumentation Requirements

The standard format for documsntation re-
quirements for indirect (indirect (F&A)) rate
proposals for claiming costs under the reg-
ular method is avallable on the OMB Web
site here:  http:www.whitehouse.gov/omb/
grants__forms,

. Certification

1, Certification of Charges

To assure that expenditures for Federal
awards are proper and in accordance with
the agreement documents and approved
project budgets, the annual and/or final fis-
oal reports or vouchers requesting payment
under the agresments will include a certifi-
oation, signed by an authorized official of
the university, which reads “By signing this
report, I certify to the best of my knowledge
and belief that the report is true, complete,
and goourate, and the expenditures, disburse-
ments and cash receipts are for the purposes

and intent set forth in the award documents.’

I am aware that any false, fictitious, or
fraudulent information, or the omission of
any material faot, may subjeot me to erimi-
nal, oivil or administrative penalties for
fraud, false statements, false claims or oth-
erwise, (U.S, Code, Title 18, S8ection 1001 and
Title 31, Sections 3728-3733 and 3801-3812)"’.

9, Certification of Indirect (F&A) Costs

a, Policy. Cognizant agencies must not ac-
cept 8 proposed indirect cost rate unless

45 CFR Sublitle A (10~1-15 Edition)

such costs have been certified by the edu-
oational Institution using the Certificate of
indireot (F&A) Costs set forth in subsection
F.2.0

b. The certificate must be signed on behalf
of the institution by the chief financial offi-
cer or an individusl designated by an indi-
vidual at & level no lower than vice president
or chief financlal officer.

An indiveot (F&A) cost rate 1s not binding
upon the Federal Government if the most re-
cent required proposal from the institution
has not been certified, Where it i{s necessary
to establish indireot (F&A) cost rates, and
the institution has not submitted a certified
proposal for establishing such rates in ac-
oordance with the requirements of this seo-
tion, the Federal Government must unilater-
ally establish such rates, Such rates may be
based upon audited historical data or such
other data that have been furnished to the
oognizant agency for indirect costs and for
which it oan be demonstrated that all unal-
lowable costs have been excluded. When indi-
rect (F&A) cost rates are unilaterally estab-
lished by the Federal Government beoause of
failure of the institution to submit & cer-
tified proposal for establishing such rates in
acoordance with this seotion, the rates es-
tablished will be set at a level low enough to
ensure that potentially unallowable costs
will not be relmbursed.

o. Certificate. 'The ocertifioate required by
this section must be in the following form:

Qertificate of Indireot (F&A) Costs

This 18 to certify that to the best of my
knowledge and belfef;

(1) I have reviewed the indirect (F&A) cost
proposal submitted herewith;

(2) All costs included in this propossl [iden-
tify date] to establish billing or final indi-
rect (F&A) costs rate for [tdentify perlod
covered by rate] are allowable In accordance
with the requirements of the Federal agree-
ment(s) to which they apply and with the
cost principles applicable to those agree-
ments,

(3) Thig proposal does not include any costs
which are unallowable under applicable cost
principles such as (without limitation): pub-
lic relations costs, contributions and dona-
tions, entertalnment costs, fines and pen-
alties, lobbying costs, and defense of fraud
proceedings; and

(4) All costs included in this proposal are
properly allooable to Federal agresments on
the basis of a beneficial or causal relation-
ship between the expenses Incurred and the
agreements to which they are allocated in
accordance with applicable requirements,

I declare that the foregoing is true and cor-
rect.

Institution of Higher Education;

Signature;

Name of Official:

Title:
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Dato of Bxecution:

APPENDIX IV TO PART 756—INDIRECT
(F&A) COsTS IDENTIFICATION AND
ASSIGNMBENT, AND RATE DETRRMINA-
TION FOR NONPROFIT ORGANIZA-
TIONS

A, General

1. Indirect costs are those that have been
inourred for common or joint objectives and
cannot bhe readily identified with a par-
ticular final cost objective, Direct cost of
minor amounts may be treated as indirect
oosts under the conditions desoribed in

. §76,413(a), After direct costs have been deter-

mined and assigned direotly to awards or
other work as appropriate, indirect costs are
those remaining to be allocated to benefit-
ting cosl objectives. A cost may not be allo-
cated to a Federal award as an indirect cost
if any other cost inourred for the same pur-
pose, In like oircumstances, has been as-
slgned to a Federal award as a direct cost,

“Major nonprofit organlzations” are de-
fined in §76,414, See indirect cost rate report-
ing requirements in sections B.2.e and B.3.g
of this Appendix,

B, Allooation of Indireot Costs and
Determination of Indirect Cost Rates

1, General
a. If 8 nonprofit organization has only one

msjor function, or where all its major func-

tions benefit from its indirect costs to ap-
proximatsely the same degree, the allocation
of indireot costs and the computation of an
indirect cost rate may be accomplished
through simplified allocation procedures, as
desoribed in gection B,2 of this Appendix,

b, If an organization has several major
functions which benefit from its indirect
costs in varying degrees, allocation of indi-
rect costs may require the accumulation of
such costs into separate cost groupings
which then are allocated individually to ben-
efitting functions by means of a base which
best measures the relative degree of beneflt,
The indirect costs allocated to each funotion
are then distributed to individual Federal
awards and other activities included in that
function by means of an indirect cost rate(s).

¢, The determination of what constibutes,

an organization’s major functions will de-
pend on its purpose in being; the types of
gervices it renders to the publioc, its olients,
and its members; and the amount of effort 1t
devotes to such activities as fundraising,
public information and membership activi-
ties.

d. Specific methods for allocating indirect
costs and oompubing indireot oost rates
along with the conditions under which each
method should be used are desoribed In seo-
tion B.2 through B.b of this Appendix,

6, The base period for the allocation of in-
direot costs 18 the period in which such costs
are inourred and acoumulated for allooation
to work performed in that period, The base
period normally should coinoide with the or-
pganization’s fisoal year but, in any event,
must be 80 selected as to avoid inequities in
the allocation of the costs,

2, Simplified Allocation Method

8, Where an organization’s major functlons
benefit from its indirect costs to approxi-
mately the same degree, the allocation of in-
direot costs may be acoomplished by (1) sepa-
rating the organization’s total costs for the
base period as either direct or indirect, and
(li) dividing the total allowable indirect
costs (net of applicable oredits) by an equi-
table distribution base, The result of this
process is an indirect cost rate which is used
to distribute indireot costs to individual
Federal awards, The rate should be expressed
as the percentage which the total amount of
allowable Indirect costs bears to the base se-
leated. This method should also be used
where an organization has only one major
funotion enocompassing a number of indi-
vidual projects or activities, and may be
used whers the leyel of Federal awards to an
organization is relatively small,

b. Both the direct costs and the indirect
oosts must exclude capital expenditures and
unallowable costs, However, unallowable
costs which repregent activities must be in-
cluded in the direct costs under the condi-
tions dosoribed in §76.413(e),

6, The distribution bage may be total di-
rect costs (excluding ocapital expenditures
and other distorting items, such contracts or
subawards for $25,000 or more), direct sala-
ries and wages, or other base which results in
an equitable distribution, The distribution
base must exclude partioipant support costs
a8 defined in §76.2.

d. Bxcept where a special rate(s) i1s re-
quired in acoordance with section B.6 of this
Appendix, the indirect cost rate developed
under the above principles is applicable to
all Federal awards of the organization, If s
special rate(s) ls required, appropriate modi-
fications must be made in order to develop
the speoclal rate(s).

6. For an organization that receives more
than $10 million in Federal funding of direct
costs in a figoal year, a breakout of the indi-
reot oost component into two broad oat-
egories, Faocilities and Administration as de-
fined in seotion A.3 of this Appendix, is re-
quired, The rate in each case must be stated
as the percentage which the amount of the
particular indireot cost oategory (i.e., Faocill-
tles or Administration) is of the distribution
base identified with that category.
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3, Multiple Allocation Base Method

a. General, Where an organization's Indi-
rect costs benefit its major funotions in
varying degrees, indirect costs must be acou-
mulated into separate cost groupings, as de-
goribed In subparagraph b, Each grouping
must then be allocated individually to bene-
fitting functions by means of a base which
best measures the relative benefits, The de-
fault alloocation bases by cost pool are de-
seribed in section B.3.0 of this Appendix.

b, Identification of indirect oosts. Cost
groupings must be established so as to per-
mit the allocation of each grouping on the
basis of benefits provided to the major func-
tions. Bach grouping must constitute & pool
of expenses that are of llke charaoter in
terms of functions they benefit and In terms
of the allocation base which best measures
the relative henefits provided to each func-
tion. The groupings are classified within the
two broad categories: “Facilities” and “Ad-
ministration,” as described in section A.3 of
this Appendix. The indirect cost pools are de-
fined as follows!

(1) Depreoiation. The expenses under this
heading are the portion of the costs of the
organization’s buildings, capital improve-
ments to land and buildings, and equipment
which are computed in acoordance with
§76.436 .

(2) Interest, Interest on debt associated
with certain bulldings, equipment and ocap-
ital improvements are computed in accord-
ance with §76.448.

(3) Operation and maintenance expenses,
The expenses under this heading are those
that have been incurred for the administra-
tion, operation, maintenance, preservation,
and protection of the organization’s physical
plant, They include expenses normally in-
curred for such items as: janitorial and util-
ity services; repairs and ordinary or normal
alteralions of buildings, furniture and equip-
ment; care of grounds; maintenance and op-
eration of buildings and other plant facili-
ties; seourity; earthquake and disaster pre-
paredness; environmental safety; hazardous
waste disposal; propsrty, llability and other
insurance relating to property; space and
capital leasing; facllity planning and man-
agement; and central receiving. The oper-
ation and maintenance expenses ocategory

must also include its allocable share of,

fringe benefit costs, depreciation, and inter-
est costs.

(4) Genera)l administration and general ex-
penses, The expenses under this heading are
those that have been inourred for the overall
general executive and administrative offices
of the organization and other expenses of a
general nature which do not relate solely to
any major function of the organization, This
category must also include 1ts allocable
share of fringe benefit costs, operation and
majintenance expense, depreciation, and in-

A5 CFR Subtilie A (16-1-15 Edltion)

terest costs, Bxamples of this category in-
clude central offices, such as the director’s
office, the offlce of finance, business serv-
ioes, budget and planning, personnel, safety
and risk management, general counsel, man-
agement information systems, and library
costs,

In developing this cost pool, special care
should be exercised to ensure that costs in-
ourred for the same purpose in like cir-
cumstances are treated consistently as ei-
ther direct or indirect costs, For example,
salaries of technical staff, project supplies,
project publication, telephone toll charges,
computer ocosts, travel costs, and speolalized
services costs must be treated as dlrect costs
wherever identifiable to a partioular pro-
gram, The salaries end wages of administra-
tive and pooled olerienl staff should nor-
mally be treated as Indireot costs, Direct
charging of these costs may be appropriate
a8 desoribed in §76.413, Items such as office
supplies, postage, local telephone costs, peri-
odicals and memberships should normally be
treated as indirect costs,

0. Allocation bases, Actual conditions
must be taken into account in selecting the
base to be used in allocating the expenses in
each grouping to benefitting functions, The
essential conslderation in selecting a method
or & base is that it is the one hest sulted for
assigning the pool of costs to cost objectives
in accordence with benefits derlved; a trace-
able oause and effect relationship; or logic
and reason, where neither the cause nor the
effect of the relationship is determinable.
When an allooation can be made by assign-
ment of e cost grouping directly to the func-
tion benefitted, the allocation must be made
in that manner, When the expenses in a cost
grouping are more goneral in nature, the al-
looation must be made through the use of a
selected base which produces results that are
equitable to both the Federal Government
and the organization, The distribution must
be made in accordance with the bases de-
scribed herein unless it can be demonstrated
that tho use of a differsnt base would result
in a more equitable allocation of the costs,
or that a more readily available base would
not inorease the costs charged to Federal
awards, The results of special cost studies
(such as an engineering ubility study) must
not be used to determine and allocate the in-
direot costs to Federal awards,

(1) Depreciation. Depreciation expenses
must be allocated in the following manner;

(s) Depreciation on buildings used exolu-
sively In the conduct of a single funotion,
and on capital irmprovements and equipment
used in such bulldings, must he assigned to
that function,

‘(b) Depreoiation on buildings used for more
than one function, and on ocapital improve-
ments and equipment used in such buildings,
must be allooated to the individual functions
performed in each building on the basis of
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usable square feet of space, excluding com-
mon areas, such as hallways, stairwells, and
restrooms,

(c) Depreociation on buildings, capital im-
provements and equipment related space
(e.g., individual rooms, and laboratories)
uged jointly by more than one function (as
determined by the users of the space) must
be treated as follows, The cost of each joint-
1y used unit of space must be allooated to
the benefitting functions on the basis of:

(1) the employeesa and other users on a full-
time equivalent (FTE) basis or salaries and
wages of those Individual funotions benefit-
ting from the use of that space; or

(i) organization-wide employee FTEs or
salarlies and wages applicable to the benefit-
ting funotions of the organization,

(d) Depreclation on oertain ocapital im-
provements to land, such as paved parking
areas, fences, sidewalks, and the like, not in-
cluded in the cost of buildings, must be allo-
cated to user categories on s FTH basis and
distributed to major funotions in proportion
to the salaries and wages of all employees
applicable to the functions,

(%) Interest, Interest costs must be allo-
cated in the same manner as the deprecia-
tion on the bulldings, equipment and capital
equipment to which the interest relates,

(3) Operation and maintenance expenses,
Operation and maintenance expenses must
be allocated in the same manner as the de-
preciation,

(4) General administration and general ex-
penses, General administration and general
expenses must be allocated to benefitting
functions based on modified total ocosts
(MTO), The MTC is the modified total direct
costs (MTDQ), as described in §75.2, plus the
allooated indirect cost proportion, The ex-
penses included in this oategory could be
grouped first acoording to major funotions of
the organization to which they render serv-
ices or provide benefits, The aggregate ex-
penses of each group must then be allocated
to benefitting funotions based on MTC.

d, Order of distribution,

(1) Indirect cost categories consisting of
depreoiation, interest, operation and mainte-
nance, and general adminigtration and gen-
eral expenses must be allocated in that order
to the remaining indirect cost categories as
well as to the major funotions of the organi-
yabtion. Other cost categories should be allo-
oated in the order determined to be most ap-
propriate by the organization, This order of
allooation does not apply if cross allocation
of costs is made as provided in section B.3.4.2
of this Appendix.

(2) Normally, an Indireot cost category will
be considered closed once it has been allo-
ocated to other cost objecbives, and costs
must not be subsequently allocated to it,
However, a cross allocatlon of costs between
two or more indirect costs categories could
be used if such allooation will result in a

more equitable allocation of costs, If a cross
gllocation 1s used, an appropriate modifica-
tion to the composition of the indireot cost
oategories 18 required.

o, Application of indirect cost rate or
rates. Except where a special indirect cost
rate(s) is required in accordance with section
B.6 of this Appendix, the separate groupings
of indirecl costs allocated to each major
function must be aggregated and treated as a
common pool for that function. The costs in
the common pool must then be distributed to
individual Federal awards included in that
function by use of a single indirect cost rate.

f. Distribution basis, Indirect costs must
be distributed to applicable Federal awards
and other benefitting aotivities within each
major funotion on the basis of MTDU (see
definition in §75.2).

g, Individwal Rate Components, An indl-
rect cost rate must be determined for each
separate indirect cost pool developed, The
rate in each ozse must be stated as the per-
centage which the amount of the partioular
Indireot cost pool is of the distribution base
identified with that pool, Bach indirect cost
rate negotlation or determination agresment
must inolude development of the rate for
each indirect cost pool as well as the overall
indirect cost rate., The indirect cost pools
must be olassified within two broad oat-
egories: “Faocilities” and ‘*Administration,"
as desoribed in seotion A3 of this Appendix,

4. Direct Allocation Method

a, Some nonprofit organizetions treat all
cosls as direot costs except general adminis-
tration and general expenses, These organi-
zations generally separate thelr costs into
three basioc oategories: (1) General adminis-
tration and gemeral expenses, (1) fund-
raising, and (i11) other direct functions (in-
cluding projects performed under Federal
awards), Joint ocosts, such as depreoiation,
rental costs, operation and maintenance of
feoilities, telephone expenses, and the like
ara prorated Individually as direct costs to
each category and to each Federal award or
other activity using a base most appropriate
to the partionlar cost being prorated,

b. This method is acoeptable, provided each
Joint cost is prorated using a base which ao-
ourately measures the benefits provided to
each Federal award or other activity, The
bages must be established in accordance with
reasonable oriteria, and be supported by our-
rent dats, This method is compatible with
the Btandards of Accounting and Financial
Reporting for Voluntary Health and Welfare
Organizations issued jointly by the National
Health Oounoil, Inc,, the National Assembly
of Voluntary Health and Sooial Welfare Or-
ganizations, and the United Way of America.

o, Under this method, indireot costs con-
sist exolusively of general administration
and general expenses, In all other respeots,
the organization’s indirect cast rates must
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be computed in the same manner ag that de-
soribed in seotion B.2 of this Appendix,

5. Special Indirect Cost Rates

In some instanoces, a single Indirect cost
vate for all activities of an organization or
for each major funotion of the organizatbion
may not be appropriate, since it would not
talke into acocount those different factors
which may substantially affect the indirect
costs applicable to a particular segment of
work, For this purpose, s particular segment
of work may be that performed under & sin-
gle Federal award or it may consist of work
under & group of Federal awards performed
in a common environment, Thess faotors
may inolude the physical location of the
work, the level of administrative support ve-
quired, the nature of the facilities or other
resources employed, the sclentifio disolplines
or technical skills involved, the organiza-
tional arrangements used, or any combins-
tion thereof, When a particular segment of
work 1s performed in an environment which
appears to generate a significantly different
level of indirect costs, provisions should be
made for a separate indirect cost pool appli-
osble to such work., The separate Indirect
cost pool should be developed during the
course of the regular allocation process, and
the separate indirect cost rate resulting
therefrom should he used, provided it is de-
termined that (1) the rate differs signifi-
cantly from that which would have been ob-
tained under sections B.2, B.3, and B.4 of this
Appendix, and (i) the volume of work to
which the rate would apply is material,

¢, Negotiation and Approval of Indirect Cost
Rates

1. Definitions

As used in this section, the following terms
have the meanings set forth in this seotion:

. Cognizant agency jor indirect costs means
the Federal agency responsible for negoti-
abing and approving indirect cost rates for a
nonprofil organization on behalf of all Fed-
eral agenocies.

b. Predetermined rate means an indirect cost
rate, applicable to a speoified current or fu-
ture perlod, usuelly the organization’s fiscal
year, The rate is based on an estimate of the
costs to be incurrad during the period. A pre-

dotermined rabte is not subject to adjust-,

ment,

o. Fized rate means an indirect cost rate
which has the same characteristics as a pre-
determined rate, except that the difference
between the estimated costs and the actual
costs of the period coversd by the rate is car-
rled forward as an adjustment to the rate
computation of a subsequent period.

d. Final rate means an indirect cost rate
apploable to a speoified past period which is
based on the actual costs of the period. A
final rate Is not subjeot to adjustment.

45 CFR Subtitle A (10-1~15 Edition)

e, Provisional rale or billing rate means a
temporary indireot cost rate applicable to a
speocified perlod which is used for funding, in-
terim reimbursement, and reporting indirect
oosts on Federal awards pending the estab-
lishment of a final rate for the period.

f. Indirect cost proposal means the docu-
mentation prepared by an organization to
substantiate its claim for the reimbursement
of indireot ocosts, This proposal provides the
hasls for the review and negotiation leading
to the establishment of an organization’s in-
direot cost rate,

g. Cost obfective means g function, organiza-
tional subdivision, contract, Federal award,
or other work unit for which cost data are
desired and for which provision is mads to
accumulate and measure the cost of proc-
esses, projects, Jobs and capitalized projeots,

2, Negotiation and Approval of Rates

a, Unless different arrangements are
agreed to by the Federal agencles concerned,
the Federal agenoy with the largest doilar
value of Federal awards with an organization
will be designated as the cognizant agenoy
for indireot costs for the negotiation and ap-
proval of the indirect cost rates and, where
necessary, other rates such as fringe benefit
and computer charge-out rates, Once an
agenoy is assigned cognizanoe for a par-
ticulal nonprofit organization, the assign-
ment will not be changed unless there is a
shift in the dollar volume of the Federal
awards to the organization for at least three
years. All conoerned Federal agencles must
be given the opportunity to participats in
the negotiation process but, after a rate hes
been agreed upon, it will be accepted by all
Federal agencles, When g Federal agency has
reason to belleve that speocinl operating fac-
tors affecting lts Federal awards necessitate
special indirect cost rates in acoordance
with seotion B.6 of this Appendix, 1t will,
prior to the time the rates are negotiated,
notify the cognizant agency for Indirect
costs, (See also §75,414.) Where a non-Federal
entity only receives funds as & subreciplent,
see the requirements of §75,362,

b. Bxcept as otherwise provided in
§76.414(e), 8 nonprofit organization which has
not previously established an indirect cost
rate with a Federal agency must submit its
initial indirect cosbi propossl immediately
after the organization is advised that a Fed-
eral award will be made and, in no evens,
later than three months after the effective
date of the Federal award,

o. Unless approved by the cognizant agency
for Indirect ocosts in aoccordance with
§176.414(f), organizations that have previously
established indirect cost rates must submit a
new indirect cost proposal to the cognlzant
agenoy for indirect costs within six months
after the close of each fiscal year,
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d, A predetermined rate may be negotiated
for use on Federal awards where there is rea-
sonable assurance, based on past experiencs
and reliable projection of the organization’s
costs, that the rate 18 not likely to exceed a
rate based on the organization’s actual costs,

o, Fixed rates may be negotiated where
predetermined rates are not considered ap-
propriste, A fixed rate, however, must not be
negotiated if (1) all or a substantial portion
of the organization's Federal awards are ox-
pected to expire before the carry-forward ad-
justment can be made; (11) the mix of Federal
and non-Federal work at the organization Is
too erratic to permit an equitable carry-for-
ward adjustment; or (iif) the organization’s
operations fluotuate significantly from year
to year.

f. Provisional and fina)l rates must be nego-
tlated where nelther predetermined noy fixed
rates are appropriate. Predetermined or
fixed rates may replace provisional rates at
any time prior to the close of the organiza-
tion’s fiscal year, If that event does not
oceur, & final rate will be established and up-
ward or downward adjustments will be made
based on the actual allowable costs incurred
for the period involved.

g, 'The results of each negotiation must be
formalized in a written agresment between
the cognizant agenoy for indireot costs and
the nonprofit organization. The cognizant
agenoy for indirect costs must make avail-
able copies of the agreement to all concerned
Federal agenoles,

h, If a dispute arises in a negotiation of an
indirect cost rate between the cognlzant
agenoy for indirect costs and the nonprofit
organization, the dispute must be resolved in
accordance with the appeals procedures of
the cognizant agency for indirect costbs,

i, To the extent that problems are encoun-
tered smong the Federal agencies in connec-
tion with the negotiation and approval proc-
ess, OMB will lend assistance as required to
resolve such problems in a timely manner,

D, Certification of Indirect (F&A) Costs

1. Reguired Oertification. No proposal to
establish indireot (F&A) oost rates must be
acceptable unless such costs have been cer-
tified by the non-profit organization using
the Certifionte of Indirect (F'&A) Costs set
forth in subsection b., below. The certificate

must be signed on behalf of the organization’

by an individual at a level no lower than vice
president or chief financial officer for the or-
ganization,

2. Certifioate. Each indirect cost rate pro-
posal must be accompanied by a certification
in the following form;

Qertificate of Indirect (F&A) Costs

This 1s to certify that to the best of my
knowledge and belief:

(1) I have reviewed the indirect (F&A) cost
proposal submitted herewlith;

Pt. 75, App. V

(2) All costs Included in this proposal [iden-
tify date] to establish billing or final Indi-
ract (F&A) costs rate for {identify period
covered by rate] are allowable in accordance
with the requirements of the Federal awards
to which they apply and with Subpart B of
paxt 76,

(8) This proposal does not include any costs
which are unallowable under Subpart B of
part 76 such as (without limitation): public
relations costs, contributions and donations,
entertainment costs, [ines and penalties, lob-
bying costs, and defense of fraud pro-
ceedings; and

(4) All oosts inoluded in this proposal are
properly allocable to Federal awards on the
basis of a beneficial or causal relationship
between the expenses incurred and the Fed-
eral awards to whioh they are allocated in
accordance with applicable requirements,

I deolare that the foregoing is true and cor-
rect,

Nonprofit Organization:
Signature:

Name of Official:

Title:

Date of Execution;

APFENDIX V TO PART 76—STATE/LOCAL
GOVERNMENTWIDE CENTRAL SERVIOE
CoST ALLOOATION PLANS

. A, General

1. Most governmental units provide certain
services, such as motor pools, computer cen-
ters, purchasing, accounting, ete,, to oper-
ating agencies on a centralized basis, Since
federally-supported awards ars performed
within the individual operating agencies,
there needs to be a process whereby these
central service costs oan bo identified and
assigned to henefitted aclivities on a reason-
able and consistent basis. The central service
cost allooation plan provides that process.
All costs and other data used to distribute
the costs included in the plan should be sup-
ported by formal accounting and other
records that will support the propriety of the
costs asslgned to Federal awards,

2, Guidelines and illustrations of central
service cost allocation plans are provided in
a brochure published by the Department of
Health and Human Services entitled *‘4
Guide for State, Local and Indian Tribal Gov-
ernments: Cost Principles and Procedures for
Developing Cost Allocation Plans and Indirect
Cost Rates for Agreements with the Federal
Government." A copy of this brochure may be
obtained from the HHS' Cost Allocation
Services at hittpsi/rates.pse.gov.

B. Definitions

1, Agency or operating agenoy means an or-
ganizational unit or sub-division within a
governmental unit that is responsible for the
performance or administration of Federal
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awards or activities of the governmental

1t,

2, Allocated ceniral services means oentral
services that beneflt operating agencies but
are not billed to the agencles on a fee-for-
gervice or similar basis. These costs are allo-
oated to benefitted agencles on some reason-
able basis, Bxamples of such services might
inolude general accounting, personnel ad-
ministration, purchasing, ste,

3, Billed central services means central sorv-
ices that are billed to benefitted agencies or
programs on an individual fee-for-service or
similar basis, Typical examples of billed cen-
tral services include ocomputer services,
transportation services, insurance, and
fringe benefits.

4, Cognizant agency for indirect costs is de-
fined in §76.2. The determination of cog-
nizant agency for indirect costs for states
and local governments is described in section
.1,

5, Major local government means looal gov-
ernment that receives more than $100 miilion
in direct Federal awards subject to this part.

O, Soope of the Oentral Service Cost
Allocation Plans

The central service -cost allocation plan
will inolude all central service costs that
will be olaimed (either as a billed or an allo-
oated cost) under Federal awards and will be
dooumented as described in section B. Costs
of central services omitted from the plan
will not be reimbursed.

D. Submission Requirements

1, Bach state will submit a plan to the De-
partment of Health and Human Services for
each year in which it olaima central service
oosts under Federal awards, The plan should
include (a) & projection of the next year's al-
located central service cost (based either on
actual costs for the most recently completed
year or the budget projeotion for the coming
year), and (b) a reconcillation of actual allo~
catod central service costs to the estimated
oosts used for either the most recently com-
pleted year or the year immediately pre-
ceding the most recently completed year.

2. Bach msjor loorl government is also re-
quired to submit a plan to its cognizant
agency for indirect costs annuslly.

3. All other local governments claiming,
central service costs must develop o plan in
accordance with the requirements described
in this Part and maintain the plan and re-
lated supporting documentation for audit,
These looal governments are not requirved to
submit their plans for Federal approval un-
less they are specifioally requested to do so
by the cognizant agency for indlrect costs.
Where a local government only receives
funds a8 8 subrecipient, the pass-through en-
tity will be responsible for monitoring the
subrecipient’s plan,
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4, All central service cost allooation plans
will be prepared and, when required, sub-
mitted within six months prior to the begin-
ning of each of the governmental unit’s fis-
cal years in which it proposes to claim cen-
tral gervice costs. Extensions may be grant-
ed by the cognlzant agency for indirect costs
on a oase-by-case basis,

E, Dooumentation Requirements for
Submitted Plans

The dooumenta tion requirements described
in this section may be modified, expanded, or
reduoed by the cognizant agenoy for indirect
costs on a ocmse-by-case basgis, For example,
the requirements may be reduced for those
central services which have little or no im-
paot on Federal awsrds, Converssly, if a re-
view of a plan indicates that certain addi-
tional information is needed, and will likely
be meeded in future years, it may be rou-
tinely requested in future plan submissions,
Items marked with an asterisk (*) should be
submitted only once; subsequent plans
should merely indicate any changes since the
last plan,

1. General

All proposed plans must be accompanied by
the following:; An organizebion chart suffi-
ciently detailed to show operations including
the central service activibies of the state/
looal government whether or not they are
shown as benefitting from osentral service
functions; a copy of the Gomprehensive An-
nual Financial Report (or a copy of the Bxec-
utive Budget if budgeted costs are being pro-
posed) to support the allowable costs of each
central service activity inoluded in the plan;
and, a ocertifioation (ses subsection 4.) Lhat
the plan was prepared in accordance with
this Part, contains only allowsble costs, and
was prepared in & manner that treated simi-
lar costs consistently among the various
Federal awards and between Federal and
non-Federal awards/activities,

2. Alloocated Central Services

For each allocated central service, the
plan must algo include the following: A brief
description of the service,* an identifloation
of the unit rendering the gervice and the op-
erating agencles receiving the service, the
items of expense included in the cost of the
gervice, the method used to distribute the
cost of the service to benefitted agenoies,
and a summaly sohedule showing the allooa-
tion of each service to the specific henefitted
agenoies. If any self-insurance funds or
fringe benefits costs are treated as allocated
(rather than billed) central services, docu-
mentation disoussed in subsections 3.b, and
o, must also be included.
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3. Billed Services

a, General, The information desoribed in
this section must be provided for all billed
central services, imcluding internal service
funds, self-insurance funds, and fringe ben-
ofit funds.

b. Internal service funds.

(1) For each internal service fund or simi-
lar activity with an operating budget of $6
million or move, the plan must include: A
brief desoription of each service; a balance
sheet for each fund based on individual ac-
counts conbained in the governmental unit's
accounting system; a revenue/expensses Btate-
ment, with revenues broken out by source,
e.g., regular billings, interest earned, eto,; a
listing of all non-operating lransfers (as de-
flned by Generally Accepted Accounting
Principles (FAAP)) into and out of the fund;
a desoription of the proocsdures (method-
ology) used to charge the costs of each serv-
foe to users, including how billing rates are
determined; a schedule of owrrent rates; and,
a schedule comparing total revenues (Inolud-
ing imputed revenues) generated by the serv-
ice to the allowable costs of the service, as
determined under this Part, with an expla-
nation of how variances will be handled.

(2) Revenues must consist of all revenues
generated by the service, including unbilled
and uncollected revenues, If some users were
not billed for the services (or were not billed
at the full rate for that olass of users), a
schedule showing the full imputed revenues
assoolnted with these users must be pro-
vided, Bxponses must be broken out by ob-
ject cost categories (e.g., salaries, supplies,
ete.),

o. Self-insurance funds, For each self-insur-
ance fund, the plan must include: The fund
balance sheet; & statement of revenue and
expenses including a summary of billings
and olaims paid by agenocy; a listing of all
non-operating transfers into and out of the
fund; the type(s) of risk(s) covered by the
fund (e.g.,, sutomobile Uabllity, workers'
compensation, ete.); an explanation of how
the level of fund contributions are deter-
mined, including a copy of the current actu-
arial report (with the actuarial assumptions
useqd) if the contributions are determined on
an actuarial basis; and, a description of the
procedures used to charge or allocate fund
contributions to benefitted activities. Re-
gerve levels in excess of claims (1) submitted
and adjudicated but not pald, (2) submitted
but not adjudicated, and (3) inourred but not
submitted must be ldentified and explained.

d. Fringe benefils, TPor fringe benefit costs,
the plan must include: A listing of fringe
benefits provided to covered employees, and
the overall gnnual cost of each type of ben-
efit; current fringe benefit policies; and pro-
cedures used to charge or alloccate the costs
of the benefits to benefitted activities. In ad-
dition, for pension and post-retirement

health insurance plans, the following infor-
mation must be provided: the governmental
unit’s funding policies, e.g., legislative bills,
trust agreements, or state-mandated con-
tribution rules, if different from actuarially
determined rates; the pension plan’s costs
gaorued for the year; the amount funded, and
date(s) of funding; & copy of the current ac-
tuarial report (including the actuarial as-
sumptions); the plan trustee's report; and, a
schedule from the activity showing the value
of the Interest cost assoolated with late
funding,

4. Required Certification

Bach central service cost allooation plan
will be accompanied by a certifioation in the
following form;

Certificate of Cost: Allocatbion Plan

This s to certify that I have reviewed the
cost allooation plan submitted herewith and
to the best of my knowledge and belief:

(1) All costs Inoluded in this proposal [iden-
tify date] to establish cost allocations or bil-
lings for {identify period covered by plan] are
allowable in accordance with the require-
ments of this Part and the Federal award(s)
to which they apply. Unallowable costs have
been adjusted for in allocating costs as indi-
cated In the cost allocation plan,

(2) All costs inoluded in this proposal are
properly allooable to Federal awards on the
basis of a beneficial or causal relationship
between the expenses incurred and the Fed-
eral awardes to whioch they are allocated in
accordance with applicable requirements,
Further, the same costs that have been
treated as Indirect costs have not been
claimed as direct costs, Simlilar types of
costs have been accounted for consistently,

I declare that the foregoing is true and cor-
reot,

Governmental Unit:
Signature;

Name of Official:
Title:

Date of Execution;

F. Negotiation and Approval of Uentral
Service Plans

1. Federal Cognizant Agency for Indirect
Costs Assignments for Cost Negotiation

In general, unless different arrangements
are agreed to by the concerned Federal agen-
oles, for central service ocost allocation
plans, the cognizant agency responsible for
review and approval is the Federal agency
with the largest dollar value of total Federal
awards with a governmental unit, For indi-
rect cost rates and departmental indirect
cost allooation plans, the cognizant agency
{s the Federal agenoy with the largest dollar
value of direct Federal awards with a govern-
mental unit or component, as appropriate.
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Onoe designated as the cognizant agency for
indirect costs, the Federal agenoy must re-
main 8o for s perlod of flve years., In addi-
{ion, the following Federal agencies oontinue
to be responsible for the indicated govern-
mental entities;

Department of Health and Human Services—
Public assistance and state-wide cost alloca-
tion plans for all states (including the Dis-
trioct of Columbis and Puerto Rico), state
and local hospitals, libraries and health dis-
triots.

Department of the Interior—Indian tribal
governments, territorial governments, and
state and looal park and reoreational dis-
triots,

" Depariment of Labor—State and local labor
departments,

Department of Education—School districts
and state and local eduoation agencies.

Department of Agriculture—State and loocal
agriculture departments,

Department of Transportation—State and
local airport and port authorities and transit
districts.

Department of Commerce--State and looal
sconomic development districts.

Department of Housing and Urban Develop-
ment—State and looal housing and develop-
ment districts.

Environmental Proteation Agency—State and
local water and sewer districts,

2. Review

All proposed central service cost allocation
plans that are required to be submitted will
be reviewed, negotiated, and approved by the
cognizant agency for indirect costs on a
timely basis, The cognizant agenoy for indi-
rect costs will review the proposal within six
months of receipt of the proposal and elther
negotiate/approve the proposal or advise the
governmental unit of the additional doou-
mentation needed to support/evaluate the
propogsed plan or the changes required to
make the propossl accepbtable. Once an
agreement with the governmental unit has
been reached, the agreement will be accepted
and used by all Federal agencles, unless pro-
hibited or limited by statute, Whers a Fed-
eral awarding agency has reason to believe
that special operating factors affecting its
Federal awards necessitate speoial consider-
ation, the funding agency will, prior to the

time the plans are negotiated, notify the’

cognizant agenoy for indirect costs,

3, Agreement

The results of each negotiation must be
formalized in a wrltten agreement between
the cognizant agenoy for indireot costs and
the governmental unit, This agresment will
be subject to re-opening if the agreement is
subsequently found to violale a atatute or
the Information upon which the plan was ne-
gotiated is later found to be materially in-
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complete or lnsccurate. The results of the
negotiation must be made avallable to all
Federal agenoies for their use,

4, Adjustmonts

Negotiated cost allocation plans based on a
proposal later found to have included costs
that: (a) Are unallowable (1) as speoified by
law or regulation, (i) as identified in subpart
F, General Provislons for gelected Items of
Cost of this Part, or (ii1) by the terms and
conditions of Federal awards, or (b) are unal-
lowable because they are clearly not allo-
cable to Federal awards, must be adjusted, or
a refund must be made at the option of the
ocognizant agency for indirect costs, inolud-
ing earned or imputed interest from the date
of transfer and debt Interest, if applicable,
chargeable in accordance with applicable
Federal cognizant agenoy for indirect costs
regulations, Adjustments or cash vrefunds
may inolude, at the option of the cognizant
agenoy for indirect costs, earned or imputed
interest from the date of expenditure and de-
linquent debt interest, if applicable, charge-
able in accordance with applicable cognizant
agency olaims oollection regulations, These
adjustments or refunds are designed to cor-
rect the plans and do not constitute a re-
opening of the negotiation,

@, Other Policies

1, Billed Central S8ervice Activities

Bach billed central service activity must
geparately acoount for all revenues (includ-
ing imputed revenues) generated by the serv-
ice, expenses incurred to furnish the gervice,
and profit/loss,

2, Working Capital Reserves

Internal service funds are dependent upon
a-reagonsble level of working capital reserve
to opsrate from onse hilling oycle to the next.
Charges by an internal service activity to
provide for the establishment and mainte-
nanoe of a reasonable level of working cap-
ital reserve, in addition to the full recovery
of costs, are allowable. A working capital re-
serve as part of retained earnings of up to 60
calendar days cash expenses for normal oper-
ating purposes s considered reasomable, A
working oapltal reserve exceeding 60 cal-
endar days may he approved by the cog-
nizant agency for Indirect costs in excep-
tional oases,

3. Carry-Forward Adjustments of Allocated
Central Service Costs

Allocaled central service costs are usually

negotiated and approved for a future fiscal”

vear on a ‘‘flxed with carry-forward” basis.
Under this procedure, the fixed amounts for
the future year covered by agreement are
not subject to adjustment for that year,
However, when the actual costs of the year
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involved become known, the differenoes be-
tween the fixed amounts previously approved
and the actual costs will be ocarried forward
and used as an adjustment to the fixed
amounts established for a later year. This
“oarry-forward’’ prooedure applies to all cen-
tral services whose costs were fixed in Llhe
approved plan, However, a carry-forward ad-
justment is not permitted, for a central serv-
ice activity that was not included in the ap-
proved plan, or for unallowable costs that
must be reimbursed immediately,

4, Adjustments of Billed Central Services

Billing rates used to charge Federal awards
must be based on the estimated costs of pro-
viding the services, inoluding an eatimate of
the allocable central service costs, A com-
parison of the revenue generated by each
billed service (including total revenues
whether or not billed or collected) to the ac-
tual allowable costs of the service will be
made &t least annually, and an adjustment
will be made for the difference between the
revenue and the allowable costs. These ad-
justments will be made through one of the
following adjustment methods: (a) A cash re-
fund including earned or imputed interest
from the date of transfer and debt interest, il
appllicable, chargeable in accordance with
applicable Federal cognizant agency for indi-
rect costs regulations to the Federal Govern-
ment for the Federal share of the adjust-
ment, (b) credits to the amounts charged to
the individual programs, (o) adjustments to
future billing rates, or (d) adjustments to al-
looated central service costs. Adjustments to
allooated central services will not be per-
mitted where the total amount of the adjust-
ment for a particular service (Federal share
and non-Federal) share exceeds $500,000, Ad-
justment methods may include, at the option
of the cognizant agency, earned or imputed
{nterest from the date of expenditure and de-
linguent debt interest, if applicable, charge-
able in accordance with applicable cognizant
agenocy olaims collection regulations,

6. Records Retention

All central service cost allocation plans
and related documentafion used as a basis

for olaiming costs under Federal awards,

must be retained for audit in accordance
with the records retention requirements oon-
tained in Subpart D of part 7b.

6. Appeals

If 8 dispute ariges in the negotiation of a
plan between bthe cognizant agency for indi-
reot costs and the governmental unit, the
dispute must be resolved in accordance with
the appeals proocedures of the cognizant
agenoy for indirect costs.

7. OMB Assiatance

To the extent that problems are encoun-
tered among the Federal agencies or govern-
mental units in connection with the negotia-
tion and approval process, OMB will lend as-
sistance, as required, to resolve such prob-
lems in & timely manner,

APPENDIX VI 70 PART 76—PUBLIC
ASSISTANOCE COST ALLOCATION PLANS

A, Genersl

Federally-financed programs administered
by state publio assistance agencies are fund-
ed predominately by the Department of
Health and Human Services (HHS), In sup-
port of its stewardship requirements, HHS
has published requirements for the develop-
ment, documentation, submission, negotia-
tion, and approval of public assistance cost
allocation plans in SBubpart B of 46 OFR part
95. All administrative costs (direct and indi-

reot) are normally cherged to Federal awards

by implementing the public aspistance cost
allocation plan, This Appendix extends these
requirements to all Federal awarding agen-
cles whose programs are administered by s
state publio assistance agenoy. Major feder-
ally-financed programs typically adminis-
tered by state public assistance agencies in-
clude:. Temporary Ald for Needy Families
(TANF), Medioald, Food Stamps, Child Sup-
port Enforcement, Adoption Assistance and
Foster Oare, and Soolal Services Block
Grant.

B. Definitions

1. State public assistance agency means a
state agenoy administering or supervising
the administration of one or more public as-
sistance programs operated by the state as
identified in Subpart B of 46 CFR part 96, For
the purpose of this Appendix, these programs
include all programs administered by the
state public assistance agency.

2. State public assistance agency costs means
all oosts inourred by, or allocable to, the
stato publio assistance agency, except ex-
penditures for finanolal assistance, medical
contractor payments, food stamps, and pay-
ments for services and goods provided di-
rectly to program recipients.

U, Policy

State public assistance agencles will de-
velop, dooument and implement, and the
Federal Government will review, negotiate,
and approve, public assislance cosl alloca~
tion plans in accordance with Subpart B of 46
OFR part 96. The plan will include all pro-
grams administered by the state public as-
sistance agency. Where a letter of approval
or disapproval is transmitted to a state pub-
o assistance agency in accordance with
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Subpart B, the letter will apply to all Fed-
eral agenocies and programs, The remaining
gections of this Appendix (except for the re-
quirement for certification) summarize the
provisions of Subpart B of 46 OFR parti 85,

D, Submission, Documentstion, and Ap-
proval of Public Assistance Cost Allocation
Plans

1, State public assistance agencies are re-
quired to promptly submit amendments to
the cost allooation plan to HHSB for review
and approval.

9, Under the ocoordination proocess outlined
in section H, Review of Implementation of
Approved Plans, affected Federal agenoies
will review all new plans and plan amend-
ments and provide comments, as appro-
priate, to HHS, The effective date of the plan
or plan amendment will be the first day of
the oslendar gquarter following the event
that required the amendment, unless an-
other date is speoifically approved by HHS,
HHS, as the cognizant agenoy for indirect
costs aoting on behalf of all affected Federal
agencles, will, as necessary, conduot negotia-
tions with the atabte public assistance agency
and will inform the state agency of the ac-
tion taken on the plan or plan amendment,

T, Review of Implementation of Approved
Plans

1, Since public assistance cost allooation
plans are of a narrative nature, the review
during the plan approval process consists of
svaluating the appropriateness of the pro-
posed groupings of costs (cost centers) and
the related allocation bagses. As such, the
Federal Government needs some assurance
that the cost alloocation plan has been imple-
mented as approved, This 1s accomplished by
reviews by the Federal awarding agenoies,
single audits, or audits conducted by the
cognizant agenoy for indirect costs.

2. Where Inappropriate charges affeoting
morse than one Federal awarding agency are
identified, the cognizant HHS cost negotia-
tion office will be advised and will take the
1ead in resolving the issue(s) as provided for
in Subpart B of 46 OFR part 96.

3, If a dispute arises in the negotiation of
g plan or from a disallowance involving two
or more Federal awarding agenocies, the dis-
pute must be resolved in accordance with t;hel
appeals procedures set out in 46 CFR part 18,
Disputes involving only one Federal award-
ing agenocy will be resolved in accordance
with the Federal awarding agenoy’s appeal
process.

4, To the extent thab problems are encoun-
tered among the Federal awarding agenoles
or governmental units in connection with
the negotiation and approval process, the Of-
fice of Management and Budget will lend as-
sistance, as required, to resolve such prob-
lems in a timely manner,
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F. Unallowable Costs

Claims developed under approved cost allo-
oation plans will be baged on allowable costs
as ldentifled in this Part. Where unallowable
costs have been claimed and reimbursed,
they will be refunded to the program that re-
imbursed the unallowable cost using one of
the following methods: (a) A cash refund, (b)
offset to a subsequent claim, or (¢) oredits to
the amounts charged to individual Federal
awards, CUash refunds, offsets, and oredits
may include at the option of the cognizant
agency for Indireot cost, earned or imputed
interest from the date of expenditure and de-
Hngquent debt interest, if applicable, charge-
able in accordance with applicable cognizant
agency for indirect cost claims collection
regulations,

APPENDIX VII TO PART 7T5—STATES AND
LOCAL GOVERNMENT AND INDIAN
TRIBE INDIRECT COST PROPOSALS

A, General

1, Indirect cosbs are those that have been.

incurred for common or joint purposes.
These costs benefit more than one cost ob-
jective and cannot be readily identifiead with
a particular final cost objective without ef-
fort disproportionate to the results achieved.
After direot costs have been determined and
assigned directly to Federal awards and
other aotivities as appropriate, indirect costs
are those remaining to be allocated to bene-
{itted cost objsctives. A cost may not be al-
located to a Federal award as an indirect
cost if any other oost incurred for the same
purpose, in like circumstances, has heen as-
signed to a Federal award as a direct cost,

2, Indireot costs inolude (a) the indireot
costs originating in each department or
agenocy of the governmental unit carrying
out Federal awards and (b) the costs of cen-
tral governmental services distributed
through the central service cost allocation
plan (as described in Appendix V to part) and
not otherwise treated as direct costs,

3, Indirecl costs are mormally charged to
Federal awards by the use of an indirect cost
rate, A separate indirect cost rate(s) Is usu-
ally necegsary for each department or agen-
oy of the governmental unit claiming indi-
reot costs under Federal awards. Guidelines
and 1llustrations of indirect cost proposals
are provided in a brochure published by the
Department of Health and Human Services
entitled “A4 Guide for States and Local Govern-
ment Agencles: Cost Principles and Procedures
Jor Establishing Cost Allocation Plans and Indi-
rect Cost Rates for Grants and Contracls with
the Federal Government,” A copy of this bro-
chure may he obtained from the HHS' Cost
Allocation Services ab Riips./rates.psc.gov,

4, Because of the diverse ocharaoteristios
and accounting practices of governmental
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units, the types of costs which may be classi-
fied as indirect costs cannot be gpecified in
all situstions, However, typloal examples of
indirect costs may inoclude certain state/
looal-wide central service costs, general ad-
ministration of the non-Federal entity ac-
counting and personnel gervices performed
within the non-Federal entity, depreciation
on buildings and equipment, the costa of op-
erating and maintaining facilities,

5, This Appendix does not apply to state
public assistance sgenoles, These agencies
should refer instead to Appendix VI to part
6.

B. Definitions

1. Base means the acoumulated direct costs
(normally either total direct salaries and
wages or total divect costs exolusive of any
extraordinary or distorting expenditures)
used to distribute indireot oosts to indl-
vidual Federal awards, The direct cost base
selected should result in each Federal award
pearing s fair shave of the indirect cosbs in
reasonable relation bo the benefits reoelved
from the costs,

2. Base perlod for the allooation of indirect
costs is the period in which such costs are in-
curred and accumulated for allooation to ac-
tivities performed in that period, The base
period normaily ghould ocoincide with the
governmental unit’s fiscal year, bubt in any
event, must be so selected na to avoid inequi-
ties in the allocation of costs.

3, Cognizant agency for Indirect costs means
the Federal agenoy responsible for reviewing
and approving the governmental unit's indi-
rect cost rate(s) on the behalf of the Federal
Government, The cognizant agenoy for indi-
reot costs assignment is desoribed in Appen-
dix Vv, section F,

4. Final vate means an indireot cost rate ap-
plicable to a specified past period which is
based on the actual allowable costs of the pe-
plod. A final andited rate s not subject to
adjustment.

5, Fized rate means an indirect cost rate
which has the same characteristios as a pre-
determined rate, except that the difference
pebween the estimated costs and the actual,
allowable costs of the period covered by the
rate is carried forward as an adjustment to
the rate computation of & subsequent period,

6, Indirect cost pool 18 the acoumulated
costs that jointly benefit two or more pro-
grams or other cost objeatives, ,

7. Indirect cost rale 18 a device for deter-
mining in a reasonable manner the propor-
tion of indirect costs each program should
bear, It 1s the ratio (expressed as & peroent-
age) of the indireot costs to a direct cost
base,

8, Indirect cost rate proposal means the doo-
umentabtion prepared by & governmental unit
or subdivision thereof tio substantiate its re-
quest for the establishment of an indirect
oost rate.

9, Predetermined rate means an indirect cost
rate, applicable to a specified current or fu-
ture period, usually the governmental unit's
fisoal year, This rate is based on an estimate
of the costs to be incurred during the period.
Bxoept under very unusual circumstances, a
predetermined rate is not subject to adjust-
ment. (Because of legal constraints, pre-
determined rates are not permitted for Fed-
eral contracts; they may, howeyer, be used
for grants or cooperative agreements,) Pre-
dstermined rates may not be used by govern-
mental units that have not submitted and
negotiated the rate with the cognizant agen-
oy for indireot costs, In view of the potential
advantages offered by this procedure, nego-
tiation of predetermined rates for indireot
costs for a period of two to four years should
be the norm in those situations where the
cost experience and other pertinent facts
available are deemed sufficlent to enable the
parties involved to reach an informed judg-
ment as to the probable level of indireot
costs during the ensuing accounting periods.

10, Provisional rafe means a temporary indl-
reob copt rate applicable to a speoified period
whioh 18 used for funding, interim reimburae-
ment, and reporting indireot costs on Fed-
oral awards pending the establishment of &
“final* rate for that period.

O, Alloocation of Indirect Costs and
Determination of Indirect Cost Rates

1, General

a. Where a governmental unit's depart-
ment or agency has only one major funotion,
or where all its major functions benefit from
the indireot costs to approximately the same
degree, the allocation of indirect costs and
the computation of an indirect cost rate may
be accomplished through simplified alloca~
tion procedures as desoribed in gubsection 2.

b. Where a governmental unit's depart-
ment or agency has several major functions
which benefit from 1ts indirect costs in vary-
ing degrees, the allocation of indirect costs
may require the acournulation of such costs
into separate cost groupings which then are
allocated individually to benefitted func-
tlons by meens of a base which best meas-
ures the relative degree of benefit, The indi-
rect costs allocated to eaoh funcbion are
then distributed to individual Tederal
awards and other activities included in that
funotion by means of an indirect cost rate(s).

o, Bpecific methods for allooating indirect
costs and computing indirect cost rates
along with the conditions under which each
method should be used are desoribed in sub-
sections 2, 3 and 4.

2. 8implified Method

a, Where a non-Federal entily's major
functions beneflt from its indirect costs to
spproximately the same degree, the alloca-
tion of indirect costs may be accomplished
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by (1) olassifying the non-Federal entity’s
total costs for the base period as either di-
reot or indivect, and (2) dividing the total al-
lowable indirect costs (net of applicable
oredits) by an equitable distribution bass.
The result of this process is an indirect cost
rate which is used to distribute indirect
costs to individual Federal awards, The rate
should be expressed as the percentage which
the total amount of allowable indirect costs
bears to the base selected. This method
should also be used where s governmental
unit's department or agency has only one
major function encompassing a number of in-
dividusl projeocts or sctivities, and may be
used where the level of Federal awards to
° that department or agenocy Is relatively
small.

b. Both the direot costs and the indirect
costs must exclude oapital expenditures and
unellowable ocosts. However, unallowable
costs must be included in the direot costs if
they represent activities to which indirect
costs are properly allocable,

0. The distribution bage may be (1) total di-
rect cosls (excluding oapital expenditures
and other distorting items, such as pass-
through funds, subawards in excess of $25,000,
partioipant support costs, ete.), (2) direot sal-
aries and wages, or (3) another bage which re-
sults in an equitable distribution.

3, Multiple Allocation Base Method

a. Where a non-Federal entiby's indirech
costs benefit its major functions in varying
degrees, such costs must be acoumulated
into separate cost groupings, Mach grouping
must then be allooated individually to bene-
fitted funotions by means of a base which
best measures the relative benefits,

b. The cost groupings should be established
80 a8 to permit the allocation of each group-
ing on the basis of benefits provided to the
major funotions, Each grouping should con-
stitute a pool of expenses that are of like
charaoter in terms of the funotions they ben-
efit and in terms of the allocation base
which best measures the relative benefits
provided to each function, The number of
geparate grouplngs should be held within
practioal Mmits, taking Iinto consideration
the materiality of the amounts involved and
the degree of preoision needed,

o. Actual conditions must be taken into ac-
count In seleoting the bass to be used in allo-

osting the expenses in each grouping to ben-'

efitted funotions. When an allocation can be
made by assignment of a cost grouping di-
reotly to the funotion benefitted, the alloca-
tion must be mads in that manner, When the
expenses in a grouping are more general in
nature, the allocation should be made
through the use of a selected base which pro-
duces results that are equitable to both the
Pederal Government and the governmental
unit, In general, any cost element or related
footor assoclated with the governmental

+
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unit's activities is potentially adaptable for
use a8 an allocation base provided that; (1) It
can readily be expressed in terms of dollars
or other quantitative measures (total direct
cogts, diveot salaries and wages, staff hours
applied, square feet used, hours of usage,
number of doocuments processed, population
served, and the like), and (2) it is common to
the benefitted functions during the base pe-
riod,

d, Bxcept where a special indirect cost

rate(s) 1s required in accordance with para-
graph (C)(4) of this Appendix, the separate
groupings of indireot costs allocated to each
major function must be aggregated and
treated as a common pool for that function,
The coats in the common pool must then be
distributed to individual Federal awards in-
cluded in that function by use of a single in-
direct cost rate.
' @, The distribution base used in computing
the indirect cost rate for each funotion may
be (1) votal direot coats (exoluding capital ex-
penditures and other distorting items such
as pags-through funds, subawards in excess of
$26,000, partiolpant support costs, eto,), (2)
direot salaries and wages, or (3) another hase
which results in an equitable distribution,
An indirect cost rate should be developed for
each separate indirect cost pool developed,
The rate in each oase should be stated as the
percentage relsiionshlp between the par-
tioular indirect cost pool and the distribu-
tion base identified with that pool,

4, Speolal Indirect Cost Rates

a, In some instances, g single indirect cost
rate for all activities of a non-Federal entity
or for each major function of the agency may
not be appropriate, It may not take into aoc-
count those different factors which may sub-
stantially affeot the indireot costs epplicable
to a particular program or group of pro-
grams, The factors may include the physical
location of the work, the level of administra-
tive support required, the nature of the fa-
cllities or other resources employed, the or-
ganizational arrangements used, or any com-
bination thereof, When a particular Federal
award is carried out In an environment
which appears to generate & significantly
different level of indireot costs, provisions
should be made for a separate indirect cost
pool applicable to that Federal award. The
soparate indirect cost pool should be devel-
oped during the oourse of the regular allooa-
tion process, and the meparate Indirect cost
rate resulting therefrom should be used, pro-
vided that; (1) The rate differs significantly
from the rate which would have been devel-
oped under paragraphs (0)(2) and (O)3) of
this Appendix, and (2) the Federal award to
which the rate would apply is8 material in
amount,

b, Where Federal statutes restrict the re-
imbursement of certain indireot ocosts, it
may be necessary Lo develop a spscial rate
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for the affected Federal award, Where a “re-
strleted rate’ g required, the same prooce-
dure for developing a non-restricted rate will
be used except for the additional step of the
elimination from the indirect cost pool those
costs for which the law prohibits reimburse-
ment.,

D, Submigsion and Dooumentation of
Proposals

1. Bubmission of Indirect Cost Rate
Proposals

a, All departments or agencles of the gov-
ernmental unit desiring to olaim indirect
costs under Federal awards must prepare an
indirect cost rate proposal and related doou-
mentation to support those costs, The pro-

posal and related dooumentation must be re--

tained for audit in acoordance with the
records retention requirements contained in
§76.361,

b. A governmental department or agency
unit that receives more than $36 millon in
direct Federal funding must submit its indi-
reot cost rate proposal to its cognizant agen-
cy for indireot costs, Other governmental de-
partment or agenoy must develop an indirect
cost proposal in accordance with the require-
ments of this Part and maintain the proposal
and related supporting documentation for
gudit, These governmental departments or
agencies are not required to submit their
proposals unless they are specifically re-
quested to do so by the cognizant agenocy for
indivect costs. Where a non-Federal entity
only receives funds as a subrecipient, the
pass-through entity will be responsible for
negotiating and/or monitoring the subreoipl-
ent's indirect costs,

o, Baoch Indian tribal government desiring
reimbursement of indirect costs must submit
its indireot cost proposal to the Department
of the Interior (1ts cognizant agency for indl-
rect costs),

d. Indirect cost proposals must be devel-
oped (and, when required, submitted) within
six months after the olose of the govern-
mental unit's fiscal year, unless an exception
18 approved by the cognizant agenoy for indi-
veot costs. If the proposed central service
cost allocation plan for the same period has
not been approved by that time, the indirect
cost proposal may be prepared including an
amount for central services that is based on

the latest federally-approved central service

oost sllooation plan, Ths difference betwesn
these central service amounts and the
amounts ultimately approved will be com-
pensated for by an adjustment in a subse-
quent period.

2, Documentation of Proposals

The following must be included with each
indireot cost proposal:

a. The rates proposed, including subsidiary
work sheets and other relevant data, oross

referenced and reconciled to the financial
data noted in subseotion b, Allocated central
service costs will be supported by the sum-
mary table included in the approved central
service cost allocation plan. This summary
table is not required to be submitted with
the Indirect cost proposal if the central serv-
joe cost allocation plan for the same fiscal
yoear has been approved by the cognizant
agenoy for indireot costs and is available to
the funding agency,

b. A copy of the financlal dats (finanoial
statements, comprehensive annual financial
report, executive budgets, accounting re-
ports, eto,) upon which the rate is based, Ad-
justments resulting from the wuse of

unaudited data will be recognized, where ap- -

propriate, by the Federal cognizant agency
for indireot costs in a subsequent proposal,

o, The approximate amount of direct base
conts incurred under Federsl awards, These
costs should be broken out between salaries
and wages and other direct costs,

d. A chart showing the organizational
structure of the agenoy during the period for
which the proposal applies, along with a
functional statement(s) noting the duties
and/or responsibilities of a1l units that com-
prise the agency., (Once this is submitted,
only revisions need be gubmitted with subse-
quent proposals,)

3. Required Certification,

Bach indirect cost rate proposal must be
accompanied by a certification in the fol-
lowing form;

Oertificate of Indireot Costs

‘This I8 to certify that I have reviewed the
indirect cost rate proposal submitted here-
with and to the best of my knowledge and
belief:

(1) All costs included in this proposal [iden-
tify date] to establish billing or final indi-
rect costs rates for [idenbify period covered
by rate] are allowable in acoordance with the
requirements of the Federal award(s) to
which they apply and the provisions of this
456 OFR part 76, Unallowable costs have been
adjusted for In allocating costs as indioated
in the Indireot cost proposal.

(2) All costs included in this proposal are
properly allocable to Federal awards on the
basis of a benefioial or oausal relationship
between the expenses incurred and the agree-
ments to which they are allocated In accord-
ance with applicable requirements, Further,
the same costs that have been treated as in-
direct costs have not been claimed as direct
costs, Similar types of costs have been ac-
counted for comsistently and the Federal
Government will be notified of any account-
ing changes that would affect the predeter-
mined rate,

I declars that {he forvegoling s true and cor-
reot,
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Governmental Unit:
Bignature:

Name of Official:
Title:

Date of Bxecution:

T, Negotiation and Approval of Rates

1, Indirect cost rates will be reviewed, ne-
gotiated, and approved by the cognizant
agency on a timely basis, Once a rate has
been agreed upon, it will be accepted and
uged by all Federal agenoies unless prohib-
ited or limited by statute, Where a Federal
awarding agenoy has reason to belleve that
specinl operating factors affecting 1ts Fed-
eral awards necessitate special indirect cosb
rates, the funding agenoy will, prior to the
time the rates are negotisted, notify the cog-
nizent agenoy for indirect oosts.

9, The use of predetermined rates, if al-
lowed, is encouraged where the cognizant
agency for indirect costs has reasonable as-
surancs based on past experlence and reli-
able projection of the non-Federal entity's
costs, that the rate 18 not likely to exceed &
rate based on actual costs, Long-term agres-
ments utilizing predetermined rates extend-
ing over two or more years are sncouraged,
wheve appropriate.

3, 'The results of each negotiation must be
formalized in a written agreement hetween
the cognizant agency for indirect costs and
the governmental unit, This agreement will
be subject to re-opening if the agreement is
subsequently found to violate a statute, or
the information upon which the plan was ne-
gotiated is later found to be maberially in-
complete or inaccurate. The agreed upon
rates must be made available to all Federal
agenoies for their use,

4, Refunds must be made if proposals are
later found to have included costs that (a)
are unsllowable (1) as specified by law or reg-
ulation, (i1) as ldentififed in §76.420 of this
part, or (iii) by the terms and conditions of
TFederal awards, or (b) are unallowable be-
oause they are olearly not allocable to Fed-
eral awards, These adjustments or refunds
will be made regardless of the type of rate
negotiated (predetermined, final, fixed, or
provialonal).

F', Other Policles
1. Fringe Benefit Rates

If overall fringe benefit rates are not ap-

proved for the governmental unit as part of
the central service cost allooation plan,
thess rates will be reviewed, negotiated and
approved for individual reciplent agenoles
during the indirect cost negotiation process,
In these cages, a proposed fringe benefit rate
computation should accompany the indirect
cost proposal, If fringe benefit rates are not
used at the reciplent agenoy level (i.e., the
agenoy specifically identifies fringe benefit
costs to individual employees), the govern-
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mental unit should so advise the oognlianh
agency for indirect costs,

2. Billed Services Provided by the Recipient
Agenoy

In some oases, governmental departments
or agenoles (components of the govern-
mental unit) provide and bill for services
similar to those covered by central service
cost allocation plans (e.g., computer cen-
ters), Where this ocours, the governmental
departments or agenocies (components of the
governmental unit) should be guided by the
requirements in Appendix V relating to the
development of billing rates and documenta-
tion requirements, and should advise the
cognizant agenoy for indirect costs of any
billed services, Reviews of these types of
services (including reviews of costing/billing
methodology, profits or losses, eto,) will be
made on a case-by-case basis as warranted by
the ciroumstances involved,

3. Indirsct Cost Allocations Not Using Rates

In certain situations, governmental de-
partments or agenoles (components of the
governmental unit), because of the nature of
their Federal awards, may be required to de-
velop a cost alloogtion plan that distributes

indirect (and, in some cases, direct) costs to

the speoific funding sources, In these cases, a
narrative cost allooatlion methodology
should be developed, documented, main-
tained for sudit, or submitted, as appro-
priate, to the cognizant agency for indirect
costs for review, negotiation, and approval,

4, Appeals

If a dlspute arises in a negotiation of an in-
direct oost rate (or other rate) between the
cognizant agency for indireot costs and the
governmental unit, the dispute must be re-
aolved In accordance with the appeals proce-
dures of the cognizant agency for indirect
costs,

b, Collection of Unallowable Costs and
Brroneous Payments

Costs specifically identifled as unsallowable
and charged o Federal awards either di-
rectly or indirectly will be refunded (includ-
ing interest chargeable in accordance with
applicable Federal cognizant agency for indi-
rect costs regulations),

6, OMD Assistance

'To the extent that problems are encoun-
tered among the Federal agenocies or govern-
mental units in connection with the negotia-
tion and approval process, OMB will lend as-
sistance, as required, to resolve such prob-
lems in & timely manner,
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APPENDIX VIII TO PART 76—NONPROFIT
ORGANIZATIONS EXEMPTED TFROM
SUBPART B OF PART 76

Advance Technology Instilule (AT,
Charleston, South Oarolina

Aeorospace Corporation, Bl Segundo, Oali-
fornia

Amerioan Institutes of Research (AIR),
Washington, DO

Argonne National Laboratory, Chicago, Illi-
nois

Atomio Casualty Commission, Washington,
DO

Babtelle Memorial Institute, Headquartered
in Cotumbus, Ohio

Brookhaven National Laboratory, Upton,-

New York

Charles Stark Draper Laboratory, Incor-
porated, Cambridge, Massachusetts

ONA Corporation (ONAO), Alexandria, Vir-
ginla

Bnvironmental Institute of Michigan, Ann
Arbor, Michigan

Georgla Institute of Technology/Georgia
Tech Applied Research Corporation/Geor-
gla, Tech Research Institute, Atlanta,
Georgia

Hanford Environmental Health Foundation,

- Richland, Washington

LT Research Institute, Chiocago, Illinois

Institute of Gas Technology, Chicago, Ili-
nols

Institute for Defense Analysils, Alexandria,
Virginia

LMI, MoLean, Virginia

Mitre Corporation, Bedford, Massachusetts

Noblis, Inc,, Falls Church, Virginie

" National Radiologloal Astronomy Observ-
atory, Green Bank, West Virginia

National Renewable Bnergy Laboratory,
Golden, Oolorado

Oak Ridge Assoolated Unilversities, Oak
Ridge, Tennessee

Rand Corporation, SBanta Monloa, California

Research Triangle Institute, Research Tri-
angle Park, North Oarolina

Riverside Research Institute, New Yorlk, New
York

South Carolina Research Authority (SCRA),
Oharleston, South Carolina

Southern Research Institute, Birmingham,
Alabams,

Southwest Research Institute, San Antonlo,

Texas .
SRI International, Menlo Park, Californis
SQyracuse Research Corporation, Syraouse,

New York
Universities Research Assoclation, Incor-

porated (National Acceleration Lab), Ar-

gonue, Illinols
Urban Institute, Washington DC
Non-profit insurance companies, such as

Blue Cross and Blue Shield Organizations
Other non-profit organizations as negotiated

with Federal awarding agenoles

APPENDIX IX TO PART 'T6—PRINCIPLES
FOR DETERMINING COSTS APPLICA-
BLE TO RESEARCH AND DEVELOP-
MENT UNDHR GRANTS AND CON-
TRACTS WITH HOSPITALS

A, Purpose and Scope

1, Objectives

This appendix provides principles for deter-
mining the oosts applicable to research and
development work performed by hospitals
under grants end contracts with the Depart-
ment of Health and Human Bervices. These
principles are confined to the subject of cost
determination and make no attempt to iden-
tify the clroumstances or dictate the extent
of hospital participation in the financing of
a partioular research or development
project. The principles are designed to pro-
vide recognition of the full allocated costs of
such research work under generally accepted
asccounting principles, These prinociples will
be applicable to both proprietary and non-
profit hospitals. No provision for profit or
other Increment above cost 18 provided for in
these principles, However, this 18 not to be
interpreted as precluding a negotiated fee
betwesn contracting parties when s fee is ap-
propriate,

2. Polioy Guides

The guccessful appliocation of these prin-

oiples raquires development of mutual under-
standing between representatives of hos-
pitals and of the Department of Health and
Human Bervices as to thelr scops, applioa-
bility and Interpretation, It I8 recognlzed
that:
. &, The arrangements for hospital participa-
tlon in the finanoing of a research and devel-
opment projeot are properly subject to nego-
tiation between the agency and the hospital
concerned in accordance with such Govern-
ment-wide oriteria as may be applicable,

b, Each hospital, possessing its own unique
combination of staff, facilities and experi-
ence, should be encouraged to conduoct re-
search in a manner consonant with its own
{nstitutions! philosophies and objsctives.

¢, Bach hospital In the fulfillment of its
contractual obligations should be expected
to employ sound management practices,

d. The application of the prinoiples estab-
lished herein shall be in conformance with
the generally acocepted accounting practices
of hospitals.

8, Hospitals receive reimbursements from
the Federal Government for differing types
of gervices under various programs such as
support of Research and Development (in-
cluding disorete olinloal oenters) Health
Servioes Projeots, Medicare, eto, Tt is essen-
tial that consistent procedures for deter-
mining reimbursable costs for similar serv-
lces be employed without regard to program
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differences, Therefore, both the direct and
indireot costs of research programs must be
{dentifled as a ocost center(s) for the cost
finding and step-down requirements of the
Medicare program, or in its absence the Med-
icaid program,

3. Appliocation

All operating agencies within the Depart-
ment of Health and Human Services that
sponsor research and development work in
hospitals will epply these prinoiples and re-
1ated polioy guides in determining the costs
jnourred for such work under grants and
cost-reimbursement type contracts and sub-
contracts, These principles will also be uged
as a guide in the pricing of fixed-price con-
traots and subcontraots,

B, Definition of Terms

1. Organized research means all research ac-
tivities of a hospital that may be identified
whether the support for such research is
from a federal, non-federal or internal
source,

2, Deparimental research mesns research ao-
tivities that are not separately budgeted and
accounted for, Such work, which includes all
research aotivities not encompassed under
the term organized research, is regarded for
purposes of this dooument as a part of the
patient oare activities of the hospital,

3, Research agreemeni means any valid ar-
rangement to perform federally-sponsored

research or development including grants,

cosb-reimbursement type contracts, cost-re-
imbursement typs subcontraocts, and fixed-
price contracts and subcontracts,

4, Instruction and training means the formal
or informal programs of sduosting and train-
ing technieal and professional health serv-
ices personmel, primarily mediosl and nurs-
ing tralning, This activity, if separately
budgeted or identifiable with speocific costs,
should be considered as a cost objective for
purposes of indireot cost allocations and the
development of patient care costs.

6. Other hospital activities means all orga-
nized aoctivities of a hospital not imme-
diately related to the patient oare, research,
and instruotional and training funotions
which produce identifiable revenue from the
performance of these aotivities, If a non-re-
jated activity does not produce identifiable

revenue, 1t may be necessary to allocate this’

expense using an appropriate basis, In such a
case, the activity may be included as an allo-
osble cost (See paragraph C.4 below,) Algo in-
oluded under this definition is any category
of oost treated as *Unallowable,” provided
such oategory of cost identifies a function or
acotivity to which a portion of the institu-
tion’s indirect cost (as defined in paragraph
1.1.) are properly allocable.

6. Patient care means those departments or
oost centers which render routine or anoil-

.
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lary services to in-patients and/or out-pa-
tients, As used in paragraph I.2.w, it means
the cost of these services applioable to pa-
tients involved in research programs,

7. Allacation means the process by which
the indirect costs are assigned as between:

a, Organized reseavroch,

b. Patient care including departmental re-
search,

o, Instruction and training, and

d, Other hospital activities,

8. Cost center means an identiflable depart-
ment or area (including research) within the
hospital which has been assigned an account
number in the hospital accounting system
for the purpose of acoumulating expense by
department or ares,

9, Cost finding is the prooess of recasting
the dats derived from the acoounts ordi-
narily kept by a hospital to ascertain costs
of the varlous types of services rendered. It
is the determination of direct costs by spe-
cific identification and the proration of indi-
rect costs by allocation,

10, Step down I8 a cost finding method that
recognizes that services rendered by ocertain
nonrevenue-producing departments or cen-
ters are ubilized by certain other nonrevenue
producing centers as well as by the revenue-
producing centers. All costs of nonravenue-
produoing centers are allooated to all cen-
ters which they serve, regardless of whetheyr
or not these centers produce revenus, Fol-
lowing the apportionment of the cost of the
nonrevenue-producing center, that center
will be considered closed and no further costs
are apportioned to that center,

11, Scatter bed is a bed assigned to a re-
soarch patient based on availability, Re-
gearch patients occupying these beds ars not
physiocally segregated from nonregearch pa-
tlents oooupying beds. Scatter beds are geo-
graphioslly dispersed among all the beds
available for use in the hospltal, Thers are
no spsclal features attendant to a soatter
bed that distinguishes it from others that
could just as well have been ocoupled,

12, Discrete bed 18 & bed or beds that have
been set aside for ocoupancy by research pa-
tients and ave physically segregated from
other hospital beds in an environment that
permits an easily ascertainable allooation of
costs assoolated with the space they occupy
and the services they generate,

O, Basic Considerations

1. Composition of Total Costs

The cost of a research agreement is com-
prised of the allowable direct costs incident
to its performance plus the allocable portion
of the allowable indirect costs of the hospital
less applicable oredits, (See paragraph C.6.)

2. Factors Affecting Allowability of Costs

The tests of allowability of costs under
these prinociples are:
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a. They must be reasonable.

b, They must be assigned to research
agreements under the standards and methods
provided herein,

o, 'They must be accorded consistent treat-
ment through application of those generally
accepted accounting principles appropriate
to the oircumstances (See paragraph A.2.e,)
and

d, They must conform to any limitations
or exclusions set forth in these principles or
in the research agreement as to types or
amounts of cost 1tems,

3, Reasonable Costs

A cost may be considered reasonable if the
nature of the goods or services aocquired or
applied, and the amount involved therefor
reflect the sotion that a prudent person
would have taken under the circumstances
prevailing at the time the deocision to incur
the cost was made. Major considerations in-
volved in the determination of the reason-
ableness of a cost are!

a, Whether or not the cost 18 of a type gen-
erally recognized as necessary for the oper-
ation of the hospital or the performance of
the research agreement,

b. The restraints or requirements imposed
by such factors as arm’s length bargaining,
federal and state laws and regulations, and
research agreement terms and conditions,

o, Whether or not the individuals ocon-
cerned acted with due prudence in the oir-
cumstanoes, considering their responsibil-
ities to the hospital, its patients, its employ-
ees, its students, the Government, and the
public at large, and

d. The extent to which the aotions taken
with respect to the incuirence of the cost are
consistent with established hospital policies
and practices applicable to the work of the
hospital generally, including Government re-
searoh,

4, Allocable Costs

a. A cost is allocable to a partioular cost
ocenter (i.e., s specific function, project, re-
search agreement, department, or the like) if
the goods or gervices involved are chargeable
or assignable to such cost center in accord-
ance with relative benefits recelved or other
equitable relationship. Subjeot to the fore-
going, & cost i8 allocabls to a research agree-
ment if it is incurred solely to advance the'
work under the research agreement; or it
benefits both the research agreement and
other work of the hospltal in proportions
that can be approximated through use of rea-
sonsble methods; or it is necessary to the
overall operation of the hospital and, in light
of the standards provided in this chapter, is
deemed to be assignable in part to organized
research, Where the purchase of equipment
or obher capital items are speoifically au-
thorized under a research agreement, the
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amounts thus authorized for such purchases
are gllooable to the research agreement re-
gardless of the use that may subsequently be
made of the equipment or other capital
items involved,

b. Any costs allocable to a particular re-
search agreement under the standards pro-
vided in these principles may not be shifted
to other research agreements in order to
meet deficiencies caused by overruns or
other fund considerations, to avoid restric-
tions imposed by law or by terms of the re-
gsearch agreement, or for other reasons of
convenlengs,

5. Applicable Oredits

a, The term applicable orvedits refers to
those recelpts or negative expenditure types
of transactions which operate to offset or re-
duce oxpense items that are allocable to re-
search agreements as direct or indirect costs
a8 outlined in paragraph E.1, Typical exam-
ples of such transactions are; Purchase dis-
counts, rebates, or allowances; recoveries or
indemnities on losses; sales of serap or inoi-
dental services; tultion; adjustments of over-
payments or erroneous charges; and services
rendered to patients admitted to federally
funded clinical research centers, primarily
for oare though also participating in ve-
search protocols,

b, In some instences, the amounts received
from the Federal Government to finance hos-
pital aotivities or service operations should
be treated as applicable credits, Specifically,
the conoept of netting suoh oredit items
against related expenditures should be ap-
plied by the hospital in determining the
rates or amounts to be oharged to govern-
ment research for services rendered when-
ever the facilities or other resources used in
providing such services have been financed
directly, in whole or in part, by federal
funds. Thus, where such items are provided
for or benefit a particular hospital activity,
{.e,, patient oare, research, instruction and
training, or other, they should be treated as
an offset to the indirect costs apportioned to
thet activity, Where the benefits are com-
mon bo all hospital aotivities they should be
treated as a oredit to the total indirect cost
pool before allocation to the various cost ob-
Jectives,

D, Divect Costs

1, General

Direct costs are those that can be identi-
fied specifically with a particular cost cen-
ter, For this purpose, the term cost center
refers not only to the ultimate ocenters
against which costs are finally lodged such
as research agreements, but also to other es-
tablished oost oenters such as the individual
acocounts for recording particular objeots or
items of expense, and the separate account
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groupings designed to record the expenses in-
curred by individual organizational units,
functions, projects and the like. In general,
the administrative functions and service ac-
tivities described in paragraph VI are ldenti-
finble as geparate oost ocenters, and the ex-
penses assoofated with such oenters become
oligible in due course for distribution as in-
direct costs of research agresments and
other ultimate cost centers,

2, Application to Research Agreements

Identifiable benefit to the research work
rather than the nature of the goods and serv-
{oes involved is the determining factor in
distinguishing direot from indirect costs of
research agresments, Typical of transactions
ohargeable to a research agreement as direch
oosts are the compensation of employees for
the time or effort devoted to the perform-
ance of work under the research agresment,
including related staff benefit and pension
plan costs to the extent thab such ltems are
consistently accorded to all employees and
treated by the hospital as direct rather than
indireot costs (see paragraph 1.2,d(2)); the
oosts of materials consumed or expended in
the performsnce of such work; and other
items of expense incurred for the research
agreement, such as extraordinary utility
consumption. The cost of materials supplied
from stock or gervices rendered by speoial-
ized faoilities or other institutional service
operations may be included as direct costs of
research agreements provided such items ave
consistently trested by the institution as di-
rect rather than indirect costs and are
charged under a recognized method of cost-
ing or prioing designed to recover only the
actual direct and indireot costs of such ma-
terial or service and conforming to generally
acoepted cost accounting practices consist-
ently followed by the institution,

B, Indireot Costs

1. General

Tndirect costs are those that have been in-
ourred for common or joint objectives, and
thus are not readily subjeot to treatment as
direct costs of research agreements or other
wltimate or revenue producing cost centers,
In hospitals such costs normally ave classi-
fied but not necessarily restricted to the fol-

lowing funotionsl categories: Depreciation;:

Administrative and General (including fringe
benefits if not charged direotly); Operation
of Plant; Maintenance of Plant; Laundry and
Linen Service; Housekeeping; Dietary; Main-
tenance of Personnsl; and Medical Records
and Library,

2. Oriteria for Distribution

a. Base period,
A base period for distribubtion of indirect
oosts is the period during which such costs
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are incurred and acoumulated for distribu-
tion to work performed within that period.
The base period normally ghould colncide
with the fisoal year established by the hos-
pital, but in any event the base perlod should
bhe so selected as to avoid inequities In the
distribution of costs,

b. Need for cosl groupings.

The overall objeotive of the allocation
process is to distribute the indireot costs de-
soribed in paragraph ¥, to orgenized ve-
search, patient care, instructlon and train-
ing, and other hospital aotivities in reason-
able proportions consistent with the nature
and extent of the use of the hospital's re-
sources by research personnsl, mediocal staff,
patients, sbudents, and other personnel or or-
ganizations, In order to achleve this objec-
tive with reasonable preolsion, it may be
necessary to provide for seleotive . distribu-
tion by establishing separate groupings of
cost within one or more of the funstional
oategories of indirect ocosts referred to in
paragraph H.1, In general, the cost groupings
established within a functions) oategory
should constitute, in each case, a pool of
those items of expense that are considered to
be of like character in terms of their relative
oontribution to (or degree of remoteness
from) the particular cost centers to which
distribution is appropriate. Hach such pool
or cost grouping should then be dlstributed
individually to ' the related cost ocenters,
using the distribution base or method most
appropriate in the lght of the guides seb out
in 2.0, below. While this paragraph places
primary emphasis on a step-down method of
indirect cost computation, paragraph H, pro-
vides an slternate method which may be
used under certain conditions,

c. Selection of distribution method,

Actual conditions must be teken into ac-
count In seleoting the method or base to be
used in distributing to related cost centers
the expenses assembled under each of the in-
dividual cost groups established as indicated
under 2,b, above. Where s distribution can be
made by assignment of a cost grouping di-
reotly to the area benefited, the distribution
ghould be made in that manner. Oare should
be given, however, to eliminate similar or
duplicative costs from any other distribution
made to this area, Where the expenses under
a cost grouping are more general in nature,
the distribution to related cost centers
should be made through use of s selected
base which will produce results which are eq-
uitable to both the Government and the hos-
pital. In general, any cost element or cost-
related factor associated with the hospital’s
work is potentially adaptable for use as a
distribution base provided:

(1) 1t can readily be expressed in terms of
dollars or other quantitetive measure (total
direct expenditures, direot salaries, man-
hours applied, square feet utilized, hours of
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usagse, number of docuinents processed, popu-
lation gerved, and the like); and

(2) It 18 common to the related cost centers
during the base period, The essential consid-
ergtion in selection of the distribution base
in each instance is that it bs the one best
suited for assigning the pool of costs to re-
lated cost centers in acoord with the relative
benefits derived; the traceable cause and ef-
feot: relationship; or logic and reason, where
nelther benefit nor cause and effect relation-
ship is determinable,

d. General consideration on cost greupings.

The extent to which sseparate cost
groupings and seleotive distribution would
be appropriate at & hospital 1s a matter of
judgment to be determined on a case-by-oase
basis, Typioal situations which may warrant
the establishment of two or more separate
cost groups (based on account olassification
or analysis) within a functional category in-
clude but are not limited to the following:

(1) Where certaln 1tems or categories of ex-
pense relate solely to one of the major divi-
siong of the hospital (patient oare, sponsored
research, instruction and training, or other
hospital activities) or to any two but not all,
auch expenses should he set aside as s sepa-
rate cost grouping for direct assignment or
selectlve distribution in accordance with the
guides provided in 2,b, and 2,0.above,

(2) Where any types of expense ordinary
treated as indirect cost as outlined in pava-
graph are charged to research agresments as
direct costs, the similar type expenses appli-
oable to other aotivities of the institution
must through separate cost grouping be ex-
cluded from the indirect costs allooable to
research agreements,

(8) Where it is determined that certain ex-
penses are for the support of a service unit or
facility whoss output is susceptible of meas-
urement on a workload or other quantitative
basis, such expenses should be set aside as a
geparate cost grouping for distribution on
such basis to organized research and other
hospital activities,

(4) Where organized activities (including
jdentifiable segments of organized research
as well as the aotivities cited InB.5,) provide
their own purchasing, personnel administra-
tion, building maintenance, or housekeeping
or similar service, the distribution of such
elements of indireot cost to such activities
should be accomplished through cost group-
ing which includes only that portion of cen-
tral indirect oosis (such as for overall man-
agement) which are properly allocable to
such activities,

(5) Where the hospital eleots to treat as in-
direot charges the costs of pension plans and
other staff benefits, such costs should be set
aslde as a separate cost grouping for selec-
tive distribution to related cost centers, in-
cluding organized research.

(6) Where the hospital is affillated with a
medioal school or some other institution

which performs organized research on the
hospital’s premises, every effort should be
made to establish separate cost groupings in
the Administrative and Gensral or other ap-
plicable category which will reasonably re-
flect the uge of services and facilities by such
research, (See also paragraph.)

o, Materiality.

Where it is determined that the use of sep-
arate cost groupings and selective distribu-
tion are necessary to produce equitable re-
sults, the number of such separate cost
groupings within a functional category
should be held within praotical limits, after
taking Into consideration the materiality of
the amounts involved and the degree of pre-
oislon attainable through less selective
methods of distribution,

3, Administration of Limitations on
Allowanoces for Indireot Costs

8, Research grants may be subject to laws
and/or administrative regulations that limit
the allowance for indirect costs under each
such grant to a stated percentage of the di-
rect costs allowed. Agenoles that sponsor
such grants will establish procedures which
will assure that:

(1) The terms and amount authorized in
each ocase conform with the provisions of
paragraphs O, B, and I of these principles as
they apply to matters involving the oon-
slstent treatment and allowabllibty of indi-
vidual items of cost; and

(2) The amount actually allowed for indi-
reot oosts under eaoh such research grant
does not exoeed the maximum allowable
under the limitation or the amount other-
wise allowable under these principles, which-
over is the smaller,

b, Where the mctual allowance for indirect
costs on any research grant must be re-
atrioted to the smaller of the two alternative
amounts referred to in 8.a, above, such alter-
native amounts should be determined in ac-
cordence with the following guides:

(1) The maximum allowable under the limi-
tation should be established by applying the
stated percentage to a direct cost base which
shall include all items of expenditure au-
thorfzed by the sponsoring agenoy for inclu-
sion as part of the total cost for the direct
beneflt of the work under the grant; and

(2) The smount otherwise allowabls under
these prinolples should be established by ap-
plying the current institutional indirect cost
rate to those elements of direct cost which
were Included in the base on which the rate
was computed.

¢, When the meximum amount allowable
under g statutory mitation or the terms of
2 research agresment is 1less than the
amount otherwise allocable as indirect costs
under these principles, the amount not re-
coverable as indirect costs under the re-
search agresment involved may not be shift-
od to other research agresments,
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¥, Identification and Assignment of Indirect
Costs

1, Depreciation or Use Charge

a, The expenses under this heading should
inolude depreclation (as defined in paragraph
1.2.4(1)) on buildings, fixed equipment, and
movable equipment, except to the extent
purchesed through federal funds, Where ade-
quate records for the recording of deprecia-
tion arve not available, a use charge may be
substituted for depreciation (See paragraph
L2,

b? The expenses included in this category
should be allocated to applicable cost cen-
tera in & manner consistent with the guldes
get forth in paragraph 1.2, on a basis that
gives primary emphasis to (a) space utiliza-
tion with respect to depreciation on build-
ings and [ixed equipment; and (b) specific
jdentification of assets and their use with re-
spoot to movable equipment as it relates to
patient care, organized research, instruction
and tralning, and other hospital activities,
Where such records are not sufficient for the
purpose of the foregoing, reasonsble esti-
mates will suffice as a means for effeoting
distribution of the amounts involved,

2. Administration and General Bxpenseg

a. The expenses under this heading are
those that have been incurred for the admin-
istrative offices of the hospital including ac-
counting, personnel, purchasing, information
centers, telephone expense, and the like
which do not relate solely to any major divi-
sion of the institution, i.e., solely to patient
care, organized research, instruction and
training, or other hospital activities,

b. The expenses included in this category
may be allocated on the basis of total ex-
penditures exclusive of capital expenditures,
or salaries and wages in situations where the
results of the distribution made on this basis
are deemed to be equitabls both to the Goy-
ernment and the hospital; otherwise the dis-
tribution of Administration and General ex-
penses should be made through use of ge-
lected bases, applied to separate cost
groupings established within this category of
expenses in accordance with the guides set
out in paragraph .2,

3, Oporation of Plant

8. The expenses under this heading sdre’

those that have been incurred by s central
service organization or at the departmental
javel for the administration, superviston, and
provision of utilities (exclusive of telsphone
expense) and protective services to the phys-
foal plant, They include expenses incurred
for such items as power plant operations,
general utility oosts, elevator operations,
protection services, and general parking lota,

b, The expenses included in this category
should be allocated to applicable cost cen-
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ters in a manner conslstent with the guides
provided in paragraph E.2.,, on a basis that
gives primary emphasis to space utilization,
'The allooations should be developed as fol-
lows:

(1) Where actual space and related cost
records are available or can readily be devel-
oped and maintained without significant
change in the accounting practices, the
amount distributed should be based on such
records;

(2) Where the space and vrelated ocost
records maintained are not pufficient for
purposes of the foregoing, a reasonable esti-
mate of the proportion of total space as-
gigned to the various costs centers normally
will suffice as a means for effecting distribu-
tlon of the amounts involved; or

(3) Where it can be demonstrated that an
area or volume or space basis of allocation Is
impraoctical or inequitable, other bases may
bs used provided oconsideration is given to
the use of faollities by research personnel
and others, including patients.

4. Maintenance of Plant

&, 'The expenses under this heading should
inolude:

(1) All salaries and wages pertaining to or-
dinayy repair and maintenance work per-
formed by employees on the payroll of the
hospital;

(2) All supplies and parts used in the ordi-
nary repairing and maintaining of bulldings
end general equipment; and

(3) Amounts paid to outside concerns for
the ordinary repairing and maintaining of
buildings and general equipment.

b. The expenses inoluded in this category
should be allocated to applicable cost cen-
ters In a manner consistent with the guides
provided in paragraph E.2. on & basis that
gives primary emphasis to spacse ubtilization,
The allocations and apportionments ghould
be developed as follows:

(1) Where actual space and related cost
records are avallable and can readily be de-
veloped and maintalned without significant
change in the accounting prectices, the
amount distributed should be based on such
records;

(2) Where the space and velated ocost
records maintained are not sufficlent for
purposes of the foregoing, a reasonable estl-
mate of the proportion of total space as-
slgned to the various cost centers normally
will suffice as & means for effecting distribu-
tion of the amounts involved; or

(3) Where 1t can be demonstrated that an
area or volume of spaoce basis of allocation is
impractical or inequitabls, other basis may
be used provided consideration is given to
the use of faoilities by research personnel
and others, including patients.
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B, Laundry and Linen

a. The expenges under this heading should
inglude:

(1) Salaries and wages of laundry depart-
ment employees, seamstresses, clean linen
handlers, linen delivery men, ete,;

(2) Supplies used in conneotion with the
laundry operation and all linens purchased;
and

(3) Amounts paid to outside concerns for
purchased laundry and/or linen service,

b. The expensge included in this ocategory
should be allocated to related cost centers in
a manner consigtent with the guides pro-
vided in paragraph B.2, on e basis that gives
primary emphasis to actual pounds of linen
used, The allocations should be developed as
follows:

(1) Where actual poundage and related cost
records are avallable or can readily be devel-
oped and maintalned without significant
change In the saccounting practices, the
amount distributed should be based on such
records;

(2) Where it can be demonstrated that a
poundage basis of allocation is impractionl
or inequitable other bases may be used pro-
vided consideration is given to the use of
linen by resesrch personnel and others, In-
cluding patients,

6. Housekeeping

a. The expenses under this heading should
include:

(1) All salaries and wages of the depart-
ment head, foreman, maids, porters, janitors,
wall washers, and other housekeeping em-
ployees;

(2) All supplies used in ocarrying out the
housekeeping functions; and

(8) Amounts pald to outside concerns for
purchased services such as window washing,
ingect extermination, ete,

b, The expenses included in thls category
should be allocated to related cost centers in
s manner consistent with the guides pro-
vided in paragraph B.2, on a basis that gives
primary emphasis to space actually serviced
by the housekeeping department, The allocs-
tions and apportionments should be devel-
oped as follows:

(1) Where actual space serviced and related
cost records are available or can readily he
developed and maintained without signifi-'
ocant change in the accounting practices, the
amount distributed should be based on such
records;

(2) Where the space serviced and related
cost records maintalned are not sufficient
for purposes of the foregoing, a reasonable
estimate of the proportion of total space as-
signed to the varlous cost centers normselly
will suffice as 8 means for effecting distribu-
tion of the amounts of housekeeping ex-
penses involved; or
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(3) Where it can be demonstrated that the
space serviced basis of allocation is imprac-
tical or inequitable, other bases may he used
provided consideration is given to the use of
housekesping services by research personnel
and others, including patients.

7. Dletary

a. These expsnses, as used herein, ghall
mean only the subsidy provided by the hos-
pital to its employees including research
personnsl through its cafeteria operation,
The hospital must be able to demonstrate
through the use of proper cost accounting
techniques that the oafeteria operates at a
loss to the benefit of employees,

b, The reasonable operating loss of a sub-
sldized cafeteria operation should be allo-
osted to related oost centers in a manner
consistent with the guldes provided in para-
graph B.2, on a basis that gives primary em-
phasis to number of employees,

8, Maintenance (Housing) of Personnel

2, The expenses under this heading should
include:

(1) The salaries and wages of matrons,
olerks, and other employees engaged in work
in nurses' residences and other employees’
quarters;

(2) All supplies used in conneotion with the
operation of such dormitories; and

(3) Payments to outside agencies for the
rental of houses, apartments, or rooms used
by hospital personnel,

b. The expenses Included in this category
should be allocated to related cost centers in
a manner consistent with the guides pro-
vided in paragraph B.2. on a baslis that gives
primary emphasis to employee utilization of
housling faocilities. The allocation should be
developed as follows;

(1) Approprinte oredit should be given for
all payments received from employees oy
otherwise to reduce the expense to be allo-
oated;

(2) A net cost per housed employee may
then be computed; and

(8) Allooation should be made on a depart-
mental basis based on the number of housed
employees in each respsctive department,

9. Medical Records and Library

a. The expenses under this heading should
inolude:

(1) The salaries and wages of the records H-
brarisn, medioal librarian, olerks, stenog-
raphers, ste.; and

(2) All supplies such as medioal record
forms, chart covers, fillng supplies, sta-
tlonery, medioal library books, periodioals,
sto.

b, The expenses included in this oategory
should be allocated to related cost centers in
a manner consistent with the guides pro-
vided in paragraph B.2. on a basis that gives
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primary emphasis to & special time survey of
medical records personnel, If this appeatrs to
be impractical or inequitable, other bases
may be used provided consideration is given
to the use of these facllities by resesroh per-
sonnel and others, including patients,

. Determination and Applicabion of Indirect
Cost Rate or Rates

1, Indirect Oost Poola

a. Bubject to b, below, indirect costs allo-
cated to organized research should bs trested
as a common pool, end the cogts in such
common pool should be distributed to indi-
vidual research agreements benefiting there-
from on & single rate basis,

b, In some instances s single rate basis for
use on all government research at a hospital
may not be appropriate sinoe it would not
take into account those different environ-
mental factors which may affect substan-
tially the indireot costs applicable to a par-
tioular segment of government research at
the institution, For this purpose, & par-
ticular segment of government research may
be that performed under a single research
agreement or it may consist of research
under a group of research agreements per-
formed in & common environment. The envi-
ronmental faotors are not limited to the
physioal location of the worlk, Other impor-
tant factors are the level of the administra-
tive support required, the nature of the fa-
oflities or other resources employed, the sci-
entific disolplines or technical skills in-
volyed, the organizational arrangements
used, or any combination thereof. Where a
partioular segment of government research
is performed within an environment which
appears to generate a significantly different
Jevel of indireot costs, provision should be
made for a separate indirect cost pool appli-
oable to such work, An example of this dif-
ferential may be in the development of a sep-
arate indirect cost pool for @ clinical re-
search center grant. The separate indirect
cost pool sghould be developed during the
course of the regular distribution process,
and the separate indirect cost rate resulbing
thersfrom should be utilized provided it is
determined thab:

(1) Such indirect cost rate differs signifi-
cantly from that whioh would have obtained
under a. above; and }

(2) The volume of research work to which
such rate would epply is material in relation
to other government research at the institu-
tlon,

o, It is & common practice for grants or
contracts awarded to other institutions,
typloslly University Schools of Maedleine, to
be performed on hospital premises, In these
oases the hospital should develop & separate
indireot cost pool applicable to the work
under such grants or contrascts. This pool
should be developed by & selective distribu-

s
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tion of only those indireot cost ocategories
which benefit the work performed by the
other institution, within the practical limits
diotated by available dgtbta and the materi-
ality of the amounts involved, Hospital costs
determined to be allocable to grants or con-
tracts awarded to another institution may
not be recovered as a cost of grants or con-
traots awarded directly to the hospital,

2, 'The Dislribution Base

Preferably, indirect costs allooated to or-
ganized research should bs distributed to ap-
plicable research agreements on the basis of
direct salaries and wages., However, where
the use of salaries and wages results in an in-
squitable allcoation of oosts to the research
agreements, total direct costs or a variation
thereof, may be used in lleu of salaries and
wages, Regardless of the base used, an indi-
rect vost rate should be determined for each
of the separate indirect cost pools developed
pursuant to paragraph G.1, The rate in each
case should be stated as the percentage
which the amount of the particular indirect
oost pool is of the total direct salaries and
wages (or other base selected) for all re-
search agreements ldentified with such a
pool, '

3. Negotlated Lump Sum for Overhead

A negotiated fixed amount in lieu of indi-
rect costs may be appropriate for seli-con-
tained or off-campus research activities
where the benefits derived from a hospital’s
indirect services cannot be readily deter-
mined. Such amount negotiated in lieu of in-
direct costs will be treated as an offset to
tha appropriate indirect cost pool after allo-
cation to patient cave, organized research,
instruotion and training, and other hospital
activities, The base on which such remaining
expenses are allocated should be appro-
priately adjusted.

4, Predetermined Overhead Rates

The ubillzation of predetermined fixed
overhead rates may offer potential advan-
tages in the administration of research
agreements by faoilltating the preparation
of research budgets and permitting more ex-
peditious close out of the agreements when
the work is completed, Therefors, to the ex-
tent allowed by law, consideration may be
given to the negotiation of predetermined
fixed rates in those situations whers the cost
experience and other pertinent factors avail-
able are deemed sufficient to enable the Gov-
ernment and the hospital to reach a reason-
able conelusion as to the probable level of
the Indirect cost rate for the ensuing ac-
counting period,
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H, Simplified Method for Small Institutions
1. General

a. Where the total direot cost of all govern-
ment-sponsored resesrch and development
work at a hosppital in a year is minimal, the
use of the abbreviated procedure described in
paragraph H,2, below may be acceptable in
the determination of allowable indirect
costs, This method may also be used to ini-
tially determine a provisional indirect cost
rate for hospitals that have not previously
established a rate. Under this abbreviated
procedure, date taken direotly from the in-
stitution’s most recent annual financlal re-
port and immediately available supporting
information will be utilized as a basis for de-
termining the indirect cost rate applicable
to research agreements st the institution,

b. The rigid formula approach provided
under the abbreviated procedure has Hmita-
tions which may preclude its use at some
hospitals either because the minimum data
required for this purpose are not readlly
available or because the applioation of the
abbreviated procedure to the avallable data
produoces results which appear inequitable to
the Government or the hospital. In any such
case, indirect ocosts should be determined
through use of the regular procedure rather
than the abbreviated procedure.

¢, In certain instances where the total di-
rect cost of all government-sponsored re-
search and development work at the hospital
is more than minimsl, the abbreviated pro-
cedure may be used If prior permission is ob-
tained, This alternative will be granted only
in those cases where 1t can be demonstrated
that the step-down technigque cannot be fol-
lowed,

2, Abbreviated Procedure

a. Total expenditures as taken from the
most recent annual financial veport will be
adjusted by eliminating from further consid-
eration expenditures for capital items as de-
fined in paragraph I12.4. and unallowable
costs as defined under various headings in
paragraph I, and paragraph 0,5, .

b. Total expenditures as adjusted under the
foregoing will then be distributed among (1)
expenditures applicable to administrative
and general overhead funotions, (2) expendi-

tures applicable to all other overhead func- .

tions, and (3) expendituves for all other pur-'
poses, The firgt group shall include amounts
assooiated with the functional oategories,
Administration and General, and Dietary, as
defined in paragraphs F.2, and 7, The second
group shall include Depreclation, Operation
of Plant, Maintenance of Plant, and House-
keeping. The third group—expenditures for
all other purposes—shall include the
amounts applicable to all other activities,
namely, patient care, organized research, in-
struction and training, and other hospital
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aobivities as defined under paragraph B.5.
For the purposes of this seotion, the func-
tional categories of Laundry and Linen,
Maintenance of Personnel, and Medical
Records and Library as defined in paragraph
B, shall be considered as expenditures for all
other purposes.

o, The expenditures distributed to the first
two groups In paragraph H,2,b. should then
be adjusted by thoss recelpts or negablve ex-
penditure types of transactions which tend
to reduce expense items allocable to research
agreements as indlrect costs, Examples of
such receipts or negative expenditures are
itemized in paragraph 0.6.a.

d, In applying the procedures in paragraphs
H.2.a and 2,b, the cost of unallowable activi-
ties such as Gift Shop, Investment Property
Management, Fund Ralsing, and Public Rela-
tions, when they benefit from the hospital’s
Indireot cost services, should be treated as
expenditures for all other purposes, Suoch ac-
tivities are presumed to benefit from the
hospital's indireot cost services when they
include salaries of personnsl working in the
hospital. When they do not inoclude such sal-
aries, they should be eliminated from the in-
direct cost rate computation,

e, The indirect cost rate will then be com-
puted in two stages. The first stage requires
the computation of an Administrative and
General rate component, This is done by ap-
plying & ratio of research direct costs over
total direct costs to the Administrative and
General pool developed under paragraphs
H.2.b and 2.0. above, The resultant amount—
that whioh 18 allocable to research—is di-
vided by the direct research cost base, The
second stage requires the computation of an
All Other Indirect Jost rate component, This
is done by applying a ratio of researoh direct
space over total divect space to All Other In-
direot Cost pool developed under paragraphs
H.2.b, and 2,0, above, The resultant amount—
that which is allocable to research—is di-
vided by the direct research cost base.

The total of the two rate components will
be the institution’s indirect cost rate, For
the purposes of this section, the research di-
rect cost or space and total direoct cost or
space will be that cost or space identified
with the funotional ocategories olassified
under Bxpenditures for all other purposes
under paragraph H,2.b,

I. General Standards for Selected Items of
Cost

1, General

This section provides standards to be ap-
plied in establishing the allowability of cer-
tain items involved in determining cost.
These standards should apply irrespeative of
whether a particular item of cost is properly
treated as direct cost or indirect cost. Fail-
ure to mention a particular item of cost in
the standards is not intended to imply that
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1t 18 either allowable or unallowabls; rather,
determination as to allowability in each casge
should be based on the treatment or stand-
ards provided for similax or related ltems of
cost, In case of disorepancy between the pro-
visions of a speoific research agresment and
the applicable standards provided, the provi-
sions of the research agreement should gov-
ern, However, in some oases advance under-
standings should be reached on particular
oost items in order that the full costs of re-
search be supported, The extent of allow-
ability of the selected items of cost covered
in this section has been stated to apply
broadly to many acocounting systems in
varying environmental situations. Thus, as
to any given regearch agreement, the reason-
ablensess and allooabillty of certaln items of
costs may be diffloult to determine, partiou-
larly in comnection with hospitals which
have medioal school or other affiliations. In
order to aveid possible subsequent disaliow-
ance or dispute based on unreasonableness or
nonsllocability, it is important that prospec-
tive recipients of federal funds, particularly
those whose work Is predominantly or sub-
stantinlly with the Government, seek agree-
ment with the Government in advance of the
incurrence of special or unusual costs in cat-
egories where reasonableness or allocability
are diffioult to determine, Such agreement
mey also be initiated by the Government.
Any such agreement should be incorporated
in the research agreement fitself, However,
the absence of such an advance agreement on
any element of cost will not in itself serve to
make that element elther allowable or unal-
lowable, BExamples of costs on which advance
agreements may be particularly important
are;

a, Facilities costs, such as;

(1) Depreciation

(2) Rental

(3) Use charges for fully depreolated assots

(4) Idle facilities and idle capacity

(6) Plant reconversion

(8) Bxtraordinary or deferred maintenance
and repalr

(7) Aoquisition of aulomatic data proe-
essing equipment,

b. Pre-award costs

¢. Non-hospital professional aotivities

d, Self-insurance

o, Supporb services oharged directly (com-
puter services, printing and duplicating serv-
ices, etc.) '

f, Bmployee compensation, travel, and
other personnel costs, inoluding:

(1) Compensation for personal service, in-
cluding wages and salaries, bonuses and in-
centives, premium payments, pay for btime
not worked, and supplementary compensa-
tion and benefits, such as pension and retire-
ment, group insurance, severance pay plans,
and other forms of compensation;

(2) Morale, health, welfare, and food serv-
jce and dormitory costs.
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(8) Tralning and education costs,
(4) Relocation costs, including special or
mass personnel movement,

2, Selected Items

a, Advertising costs. 'The term advertising
costs means the costs of advertising media
and corollary administrative costs. Adver-
tising medis inolude magazines, newspapers,
radio and television programs, direot mail,
exhibits, and the like, The only advertlsing
costs allowable are those which are solely
for:

(1) The recruitment of persons required for
the performance by the institution of obliga-
tions arising under the research agreement,
when c¢onsidered in conjunction with all
other recruitment costs as set forth in para-
graph I,2,hh;

(2) The proourement of scarce items for the
performance of the research agreement; or

(8) The disposal of sorap or surplus mate-
rials acquired in the performance of the re-
searoch agreement.

Costs of this nature, if incurred for more
than one researoh agreement or for both re-
search agreement work and other work of
the institution, are allowable to the extent
that the principles in paragraphs D, and H,
are observed,

b. Bad debls, Losses arising from
uncollectible accounts and other clalms and
related colleotion and legal costs are unal-
lowable except that a bad debt may be in-
cluded as a direct cost of the research sgree-
ment to the extent that it 1s caused by a ve-
gearch patlent and approved by the awarding
agenoy. This inclusion is only intended to
cover the situation of the patient admitted
for research purposes who subsequently or in
conjunction with the research receives olin-
foal care for which a charge is made to the
patient. If, after exhausting all means of col-
leoting these charges, & bad debt results, it
may be considered an eppropriate charge to
the research agreement,

o, Bonding costs.

(1) Bonding oosts arise when the Govern-
ment requires gssurance agalust financial
loss to itself or others by reason of the act or
default of the hospital, They arise also in in-
stances where the hospital requires similar
assurance,

Included are such types as bid, perform-
ance, payment, advance payment, infringe-
ment, and fidelity bonds,

(2) Costs of bonding required pursusnt to
the terms of the research agreement are al-
lowable.

(8) Costs of bonding required by the hos-
pital in the general conduot of its business
ave allowable to the extent that such bond-
ing is in accordance with sound business
practice and the rates and premiums are rea-
sonable under the circumstances.
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d, Capital expenditures, The costs of equip-
ment, buildings, and repairs which materl-
ally increase the value or useful life of build-
ings or equipment should be capitelized and
are unallowable except as provided for in the
research agreement,

e, Civil defense costs, Oivil defense costs are
those incurred in planning for, and the pro-
tection of life and property ageinst the pos-
sible effects of enemy attack, Reasonable
costs of olvil defense measures (including
oosts In exocess of normal plant protection
costs, first-ald training and supplies, fire-
fighting training, posting of additional exit
notices and direotions, and other approved
olvil defense measures) undertalten on the
institution’s premises pursuant to sugges-
tions or requirements of olvil defense au-
thorities ars allowable when distributed to
all activities of the institution, Oepital ex-
penditures for civil defense purposes will not
be allowed, but a use allowance or depreocia-
tion msay be permitted in accordance with
provisions set forth elsewhere. Costs of looal
oivil defense projects not on the institution's
premises are unallowable.

f, Communication costs, Costs incurred for
telephone services, local and long distance
telephone calls, telegrams, radiograms, post-
ago, and the like are allowable.

g, Compensaiion for personal services.

(1) General

Componssation for personal services covers
all remuneration pald currently or acorued
to employees of the hospital for services ren-
dered during the period of performance under
government research agreements, Such re-
muneration includes salaries, wages, staff
benefits (see paragraph 1.2.).), and pension
plan costs (ses paragraph 1.2.y.). The costs of
such remuneration are allowable to the ex-
tent that the total compensabtion to indi-
vidual employees is reasonable for the serv-
ices rendered and conforms to Lhe estab-
1ished policy of the institution consistently
applied, and provided that the charges for
work performed directly on government re-
search agresments and for other work allo-
cable as indirect costs to sponsored research
are determined and supported as hereinafter
provided, For non-profit, non-propristary in-
stitutions, where federally supported pro-'
grams constitute less than a preponderance
of the activity at the institution the primary
test of reasonableness will be to require that
the institution’s compensation policies be
applied consistently both to federally-spon-
sored and non-sponsored activities aliks,
However, where speclal ciroumstances so dio-
tate a contractual clause may be utilized
which calls for application of the test of
comparability in determining the reason-
ableness of compensation,

(2) Payroll Distribution

Amounfs charged to organized research for
personal gervices, regardless of whether
treated as dirvect costs or allocated as indi-
reot costs, will be based on hospital payrolls
which have been approved and dooumented
in accordance with generally accepted hos-
pltal practices, In order to develop necessary
direot and indireot allocations of cost, sup-
plementary data on time or effort as pro-
vided in paragraph (3) below, normally need
be required only for individuals whose com-
pensstion is properly chargesble to two or
more research agresments or to two or more
of the following broad functional categories:
() Patient care; (1) organized vessarch; (i1i)
instruction and training; (iv) indirect activi-
ties as defined in paragraph H.1.: or (v) other
hospital activities as defined in paragraph

(8) Reporting Time or Effort

Charges for salaries and wages of individ-
uals other than members of the professional
staff will be supported by daily time and at-
tendance and payroll distribution records.
For members of the professional staff, cur-
rent and reasonable estimates of the percent-
age distribution of their total effort may be
used as support in the absence of actual time
records. The term professional staff for pur-
poses of this seotion includes physiclans, re-
search assoolates, and other personnsl pex-
forming work at responsible levels of activi-
ties, These personnel normally fulfill duties,
the competent psrformance of which usually
requires persons possessing degrees from ao-
oredited institutions of higher learning and/
or state llcensure, In order to qualify as cur-
rent and reasonable, estimates must be made
no later than one month (though not neoc-
essarily a calendar month) after the month
in which the services were performed,

(4) Preparation of Bstimates of Effort

Where required under paragraph (3) above,
estimates of effort spent by a member of the
professional staff on each research agree-
ment should be prepared by the individusl
who performed the services or by a respon-
sible individual such as g department head or
supervisor having f[irst-hand knowledge of
the pervices performed on esch Iresearch
agreement. Bstimates must show the alloca-
tion of effort betwoeen organized research and
all other hospital activities in terms of the
peroentage of total effort devoted to each of
the broad funotional categories referved to in
(3) above. The estimate of effort spent on a
research agreement may include a reason-
able amount of time spent in activities con-
tributing and intimately related to work
under the agreement, such as preparing and
delivering special lectures about speoific as-
pects of the ongolng research, writing re-
search reports and articles, participating in
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appropriate research seminars, consulling
with colleagues with respect to related re-
search, and sttending appropriate solentific
meetings and conferences, The term “all
other hospital activities' would include de-
partmental research, administration, com-
mittoe work, and public services undertaken
on behalf of the hospital,

(b) Application of Budgel Eslimates

Estimates determined before the perform-
ance of services, such as budget estimates on
a monthly, quarterly, or yearly basis do not
qualify as estimates of effort spent,

(6) Non-Hospital Professional Activities

A hospital must not alter or waive hos-
pital-wide policies and practices deallng with
the permissible extent of professional serv-
ices over and ahove those traditionally per-
formed without extra hospital compensation,
unless such arrangements are specifioally
authorized by the sponsoring agenoy, Where
hosplital-wide policies do not adequately de-
fine the permissible extent of
oonsultantships or other non-hospital activi-
ties undertaken for exlra pay, the Govern-
ment may require that the effort of profes-
siona) staff working under research agree-
ments be allooated as between (3) hospital
activities, and (i) non-hospital professional
aotivities. If the sponsoring agency should
consfder the extent of non-hospital profes-
sional effort excessive, appropriate arrange-
ments governing compensation will be nego-
tiated on a case by oase basis,

(7) Salary Rates for Part-Time Appointments

Charges for work performed on government
research by staff members having only part-
time appointments will be determined at a
rate not in excess of that for which he ig reg-
ularly pald for his part-time staff assign-
ment,

h. Contingency provisions.

Contributions to a contingenoy reserve or
any similar provisions made for events the
ocourrence of which cannot be foratold with
certainty as to time, intensity, or with an
assurance of their happening, are unallow-
able.

1, Depreciation and use allowances.

(1) Hospitals may be compensated for the
uss of buildings, capital improvements and

usable equipment on hand through deprecia-

tlon or use allowances. Dsepreciation 1s a
charge to ourrent operations which distrib-
utes the cost of a tangible capital assot, less
estimated residual value, over the estimated
useful life of the asset in a systematic and
logloal manner, It does not involve a prooess
of valuation, Ussful life has reference to the
prospective period of economic usefulness in
the particular hospital’s operations as dis-
tinguished from physioal life. Use allowances
are the mesns of allowing compensation

" 45 CFR Subtitle A (10-1-15 Edition)

when depreciation or other equivalent costs
are not considered,

(2) Due consideration will be given to gov-
ernment-furnished research faoilities wuti-
lized by the institution when computing use
allowances and/or depreciation if the govern-
ment-furnished research facilitles are mate-
rial in amount, Computation of the use al-
lowance and/or depreclation will exclude
both the cost or any portion of the cost of
grounds, buildings and equipment borne by
or donated by the Federal Government, irre-
speoctive of where title was originally vested
or where it presently resides, and secondly,
the cost of grounds, Oapital expenditures for
land Improvements (paved areas, fences,
streets, sidewalks, utllity conduits, and
similar improvements not already included
in the cost of buildings) are allowable pro-
vided the systematbic amortization of such
capltal expenditures has been provided in the
inatitution's books of accounts, based on rea-
sonable determinations of the probable use-
ful lives of the individual items involved,
and the share allocated to organized research
is developed from the amount thus amortized
for the hase period involved,

(3) Normal depreciation on a hospital’s
plant, squipment, and other ocapital faoill-
ties, except as excluded by (4) below, is an al-
lowable element of research oost provided
that the amount thereof is computed:

i, Upon the property cost basis used by the
hospital for PFederal Income Tax purposes
(8ee seotion 167 of the Internal Revenue Code
of 1954); or

i1, In the case of non-profit or tax exemptb
organizations, upon a property cost basis
whioh could have been used by the hospital
for Federal Income Tax purposes, had such
hospital been subject to the payment of in-
come tax; and in elther casge

iil, By the consistent applioation to the as-
sets concerned of any generally aocepted ac-
counting method, and subject to the limita-
tions of the Internal Revenue Code of 1954 as
amended, including—

(a) 'The straight line method;

(b) The declining balance method, using a
rate not exceeding twlce the rate which
would have been used had the annual allow-
ange been computed under the method de-
soribed in (a) above;

(0) The sum of the years-digits method;
and

(d) Any other consistent method produc-
tive of an annual allowancs which, when
added to all allowances for the period com-
mencing with the use of the property and in-
oluding the current year, does not during the
[irst two-thirds of the useful life of the prop-
erty exceed the total of such allowances
which would have been used had such allow-
ances been compubted under the method de-
soribed in (b) ahove,

(4) Where the depreciation method is fol-
lowed, adequate property records must be
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maintained, The period of useful sgervice
(service life) established in each case for usa-
ble oapital assets must be determined on a
realistic basis which takes into consider-
ation such factors as type of construction,
nature of the equipment used, technological
developments in the particular research
area, and the renewal and replacement poli-
ofes followed for the individual items or
classes of assets involved, Where the depre-
ociation method is introduced for application
to assets acquired in prior years, the annual
charges thersfrom must not exceed the
amounts that would have resulted had the
depreoistion method been in effeot from the
date of acquisition of such assets. .

(6) Depreciation on idle or excess facilities
ghall not be allowed except on such faoilities
as are reasonably necessary for standby pur-

08B,

P (6) Where an Institution eleots to go on a
depreciation basis for a particular class of
assets, no depreoiation, rental or use charge
may be allowed on any such assets that
would be viewed as fully depreoiated; pro-
vided, however, that reasonable use charges
may be negotiated for any such assets if war-
ranted after taking into consideration the
cost of the facility or item involved, the esti-
mated useful life remaining at timse of nego-
tiation, the aoctual replacement policy fol-
lowed in the llght of service lives used for
caloulating depreciation, the effect of any
inoreased maintenance charges or deoreased
efficiency due to age, and any other factors
pertinent to the utilization of the feoility or
item for the purpose contemplated.

(7) Hospitals which choose a depreclation
allowance for assets purchased prior to 1966
based on a percentage of operating costs in
lleu of normal depreciation for purposes of
reimbursement under Pub, L. 83-97 (Medi-
oars) shell utilize that method for deter-
mining depreciation applicable to organized
vegearch.

The operating costs to be used are the
lower of the hospital's 1986 operating costs or
the hospital's current year's allowable costs,
The percent to be applied is 6 percent start-
ing with the year 1866-67, with such percent-
age being uniformity reduced by one-half
percent each sucoeeding year, The allowance
baged on operating costs is in addition lo
regular depreciation on assets acquired after
1966, However, the combined amount of such,
allowance on pre-1966 assets and the allow-
ance for aotual depreciation on assets ac-
aquired after 19656 may not exceed 6 percent of
the hospital’s allowable cost for the current
year. After total depreciation has been com-
puted, allocation methods are used to deter-
mine the share attributable to organized re-
search,

For purposes of this section, Operating
Costs means the total costs fnourred by the
hospital in operating the institution, and in-
cludes patient care, research, and other ac-
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tivities, Allowable Costs means operating
costs less unallowable costs as defined in
thess principles; by the application of alloca-
tlon methods to the total amount of such al-
lowable costs, the share attributable to Fed-
erally-sponsored research is determined,

A hospital which elects to use this proce-
dure under Pub, I. 83-87 and subsequently
changes to an aotual depreciation basis on
pre-1066 assets In acoordance with the option
afforded under the Medloare program shall
simultaneously change to an actual depre-
ofation basis for organized research,

Where the hospital desires to change to ac-
tual depreciation but either has no historioal
cost records or has incomplete records, the
determination. of historical cost could be
made through appropriate means involving
expert consultation with the determination
belng subject to review and approval by the
Department of Health and Humen Services,

(8) Where the use allowance method is fol-
lowed, the use allowance for buildings and
improvements will be computed at an annual
rate not exceeding two percent of acquisition
cosb, The use allowance for eguipment will
be computed at an annual rate not exceeding
six and two-thirds percent of acquisition cost
of usable equipment in thoss onses where the
Insbltution maintaing current records with
respect to such equipment on hand, Where
the Institution’s records reflect only the cost
(actual or estimated) of the original com-
plement of equipment, the use allowance will
be computed at an annual rate not excseding
ten percent of such cost. Original com-
plement for this purposse means the com-
plement of equipment initially placed in
bufldings to perform the functions currently
being performed in such buildings; however,
where a permanent change in the function of
a bullding takes place, a redetermination of
the original complement of equipment may
be made at that time to establish a new
original complement. In those cases where
no equipment records are maintained, the in-
stitution will justify a reasonable estimate
of the acquisition cost of usable equipment
which may be used to compute the use allow-
ance abt an annual rate not exceeding six and
two-thirds percent of such estimate,

(9) Depreclation and/or use charges should
usuelly be allocated to research and other
aotivities as an indireot cost,

1. Employee morale, health, and welfare costs
and credits,

The costs of house publications, health or
firgt-ald beneflts, recreational activities, em-
ployees' counseling services, and other ex-
penses inourred in accordance with the hos-
pital's established practice or custom for the
improvement of working conditions, em-
ployer-amployee relations, employee morale,
and employee performance, are allowable,
Buch costs will be equitably apportioned to
all activities of the hospital, Income gen-
erated from any of these activities will be

379



Pt. 75, App. IX

credited to the cost thereof unless puch in-
come has been irrevocably set over to em-
ployee welfare organizations,

k. Entertainment costs.

Bxoept as pertains to }. above, costs in-
curred for amusement, soofal activities, en-
tertainment, and any items relating thereto,
such as meals, lodging, rentals, transpor-
tation, and gratuities are unallowabls,

1. Equipment and other facilities.

The cost of equipment or other facilities
are allowable on a direct charge basls where
such purchases are approved by the spon-
soring agenoy concerned or provided for by
the terms of the research agreement,

m. Fines and penaltles.

Costs resulting from violations of, or fail-
ure of the institution to comply with federal,
state and loocal laws and regulations are un-
allowable except when incurred as a result of
compliance with specific provisions of the re-
search agreement, or instructions In writing
from the awerding agenoy.

n, Insurance and indemnification.

(1) Costs of insurance required or approved
and maintained pursuant to the research
agreement are allowable.

(2) Costs of other insurance maintained by
the hospital in connection with the general
conduct of its activities are allowable sub-
jeot to the following limitations: (1) Types
and extent and cosb of coverage must be in
acoordance with sound institutional prac-
tice; (1) costs of inmsurance or of any oon-
tributions to any reserve covering the risk of
1oss of or damage to government owned prop-
erty are unsllowable except to the extent
that the Government has speoifically re-
quired or approved such costs; and (ili) oosts
of insuranoce on the lives of officers or trust-
oo are unallowable except where such insur-
ance is part of an employes plan which is not
unduly restricted,

(3) Contributions to a reserve for an ap-
proved self-insurance program are allowable
to the extent that the types of coversge, ex-
tent of coverage, and the rates and premiums
would have been allowed had insurance been
purchased to cover the rigsks., Such contribu-
tions are subject to prior approval of the
Government.

(4) Actual losses which could have been
covered by permissible insurance (through
an approved self-insurance program or other-
wise) are unallowable unless expressly pro-
vided for in the resesrch agreement, except
that costs Incurred because of losses not cov-
ered under nominal deduoctible insurance
coverage provided in keeping with sound
management practice as well a8 minor losses
not covered by Insurance such as spoilags,
breakage and disappearance of small hand
tools which occur in the ordinary course of
operations are allowable,

o. Interest, fund raising and investment man-
agement costs.

45 CFR Subtitle A (10-1-15 Edition)

(1) Costs incurred for interest on borrowed
capital or temporary use of endowment
funds, however represented, ars unallowable.

(2) Cosbs of organized fund raising, includ-
ing finanocial campaigns, endowment drives,
solicitation of gifts and bequests, and similar
expenses Incurred solely to raise capital or
obtain contributions are not allowable,

(3) Costs of Investment counsel and staff
and similar expenses inourred solely to en-
hance income from investments are not al-
lowable,

(4) Costs related to the physical custody
and control of monies and securities are al-
lowable,

p. Labor relations costs,

Costs inourred in maintaining satisfactory
relations between the hospital and its em-
ployees, including costs of labor manage-
ment committees, employees’ publications,
and other related activities are allowable.

q. Losses on research agreements or contracts.,

Any excess of costs over income under any
agreement or contract of any nature s unal-
lowable, This Includes, but is not Hmited to,
the hospital’'s contributed portion by reason
of cost-sharing agreements, under-recoveries
through negotiation of flat amounts for
overhead, or legal or administrative limita-
tions.

r, Maintenance and repalr costs,

(1) Costs necessary for the upkeep of prop-
erty (Including government property unless
otherwise provided for), which neither add to
the permanent value of the property nor ap-
preciably prolong its intended lfe, but keep
it in an effiolent operating condition, are to
be treated as follows: '

i, Normal maintenanoce and repair costs are
allowable;

i1, Bxtraordinary maintenance and repair
costs are allowable, provided they are allo-
cated to the periods to which applicable for
purposes of determining research costs.

(2) Bxpenditures for plant and equipment,
including rehabilitation thereof, which ac-
cording to generally accepted accounting
principles as applied under the hospital's es-
tablished policy, should be ocapitallzed and
subjected to depreclation, are allowable only
on g depreclation basis,

8, Material costs.

Oosts incurred for purchased materials,
supplies and fabricated parts directly or in-
directly related to the resesrch agreement,
are allowable, Purchases made speoifically
for the research agreement ghould be
charged thereto at their actual prices after
deducting gll cash discounts, trade dis-
oounts, rebates, and allowances received by
the institution, Withdrawals from general
stores or stockrooms should be charged ab
thelr cost under any recognized method of
prioing stores withdrawals conforming to
sound accounting practices consistently fol-
lowed by the hospital, Incoming transpor-
tation charges are a proper part of material
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cost, Direct material cost should include
only the materials and supplies actually
used for the performance of the research
agreement, and due oredit should be given
for any excess materials retained or returned
to vendors. Due credit should be given for all
prooseds or value received for any scrap re-
sulting from work under the research agres-
menl, Where government donated or fur-
nished material is used in performing the re-
gearch agreement, such material will be used
without charge,

t. Memberships, subscriptions and profes-
stonal activity costs.

(1) Costs of the hospital's membership in
civio, business, technioal and professional or-
ganizations are allowable,

(2) Costs of the hospital’s subsoriptions to
oivio, business, professional and technioal
periodicals are allowable,

(3) Costs of meetings and oonferenoes,
when the primary purpose 1s the dissemina-
tion of technical information, are allowable.
This includes costs of meals, transportation,
rental of facilities, and other items inoi-
dental to such meetings or conferences,

u, Organization costs,

Bxpenditures such as incorporation fees,
attorneys’ fees, accountants' fees, brokers'
fees, fees to promoters and organizera in con-
nection with (1) organization or reorganiza-
tlon of a hospital, or (2) raising capital, are
unallowable,

v, Other business expenses.

Included in this item are such recurring
expenses as registry and transfer charges ve-
sulting from ohanges in ownership of sscuri-
ties issued by the hospital, cost of share-
holders meetings preparation and publica-
tlon of reports to shareholders, preparation
and submission of required reports and forms
to taxing and other regulatory bodies, and
incidental costs of directors and committee
meetings, The above and similar costs are al-
lowable when gallooated on an equitable
basfis,

w. Patient care.

The cost of routine and ancillary or speoclal
gervices to research patients is an allowable
direot cost of research agreements,

(1) Routine services shall include the costs
of the regular room, dietary and nursing
services, minor medical and surgical supplies
and the use of equipment and facilities for

which a separate charge is not customarily‘

made,

(2) Ancillary or speoial services are the
services for which charges are customarily
made in addition to routine services, such as
operating rooms, anesthesia, laboratory,
BMR-EK(, etc,

(3) Patient oare, whether expressed as a
rate or an amount, shall be computed in a
manner consistent with the procedures used
to determine reimburseble costs under Pub,
L, 89-97 (Medicare Program) as defined under
the “Principles of Reimbursement For Pro-

vider Costs’’ published by the Soclal Secu-
rity Administration of the Department of
Health and Human Services, The allow-
ability of speoifio categories of cost shall be
in accordance with those principles rather
than the prinociples for research contained
herein. In the absence of participation in the
Medicare program by a hospital, all ref-
erences to the Medicare program in these
prineiples shall be construed as meaning the
Medicald program,

i, Onoe costs have been recognized as al-
lowable, the indirect costs or general service
center's cost shall be allocated (atepped-
down) to speolal service centers, and all pa-
tlent and nonpatient costs centers based
upon aofual services received or benefiting
these centers,

i1, After allocation, routine and snoillary
costs shall be apportioned to goatter-bed re-
search patients on the sams basis as is used
to apportion costs to Medicare patients, i.e
using either the departmental method or the
combination method, as those methods are
defined by the Social Security Administra-
tion; except that final settlement shall be on
a grant-by-grant basis, However, to the ex-
tent that the Social Security Administration
has recognized any other method of cost ap-
portionment, that methed generally shall
also be recognized as applicable to the deter-
mination of regearch patient oare costs,

i1, A cost center must be established on
Medicare reimburgement forms for each dis-
orete-bed unit grant award received by a hos-
pital. Routine costs should be stepped-down
to this line item(s) in the normal course of
stepping-down ocosts under Medicare/Med-
{cald requirements, However, in stepping-
down routine ocosts, consideration must be
given to preventing a step-down of those
copts to discrete-bed umit line items that
have alveady been pald for directly by the
grant, such as bedside nursing costs, Anojl-
lary costs allocable to research discrete-bed
units shall be determined and proposed in ac-
cordance with paragraph w.(@).11,

(4) Where federally sponsored research pro-
grams provide speocifically for the direct re-
imbursement of nursing, dietary, and other
services, appropriate adjustment must be
made to patient care costs to preclude dupli-
catlon and/or misallocation of costs,

X, Patent costs,

Costs of preparing disclosures, reports and
other doouments required by the research
agreement and of searching the art to the ex-
tent necessary to make such invention dis-
closures are allowable. In accordance with
the olauses of the research agreement relat-
ing to patents, costs of preparing documents
and any other patent costs, in conneotion
with the filing of a patent application where
title 18 conveyed to the Government, are al-
lowable, (See also paragraph 1,2.11.)

v. Pension plan costs,
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Costs of the hospital's pension plan which
are incurred in accordance with the estab-
lished policies of the institution are allow-
able, provided such policies meet the test of
reasonableness and the methods of cost allo-
cation are not discriminatory, and provided
appropriate adjustments are made for credits
or gains arising out of normal and abnormal
employee turnover or any other contin-
genoies that can result in forfeituves by em-
ployees whioh inure to the bhenefit of the hos-
pltal,

z, Plan security costs,

Necessary expenses inourred to comply
with government seourity requirements in-
oluding wages, uniforms and equipment of
personnel engaged in plant protection are al-
lowable,

aa, Pre-researoh agreement costs.

Oosts inourred prior to the effective date of
the research agreement, whether or not they
would have been allowable thereunder if in-
ourred after such dale, are unallowable un-
less specifically set forth and identified in
the research agreement.

bb. Professional services costs.

(1) Cosats of professional servioces rendered
by the members of & particular profession
who are not employees of the hospital are al-
lowable subject to (2) and (3) below when rea-
sonable in relation to the services rendered
and when not contingent upon recovery of
the costs from the Government. Retainer
fees to be allowable must be reasonably sup-
ported by evidence of services rendered,

(2) Factors to be considered in determining
the allowability of costs in a partiocular case
include (1) the past pattern of such oosts,
partioularly in the years prior to Lhe award
of government research agreements on the
{nstitution's total activity; (i1) the nature
and scope of managerial services expected of
the institution’s own organizations; and (iif)
whether the proportion of government work
to the hospital's total activity is such as to
influence the institution in favor of incur-
ring the cost, partioularly where the servioes
rendered are not of a continuing nature and
have little relationship to work under gov-
ernment research agresements,

(8) Costs of legal, accounting and con-
sulting services, and related costs inourred
in connection with organization and reorga-
nization or the progecution of claims against

the Government are unallowable. Costs of’

legal, acocounting and oconsulting services,
and related costs inourred in connection
with patent infringement litigation are unal-
lowabls unless otherwise provided for in the
regearch agreement,

ce, Profits and losses on disposition of plant
equipment, or other assets.

Profits or losses of any nature arising from
the sale or exchange of plant, equipment, or
other capitel assets, Including sales or ex-
change of either short- or long-term invest-

45 CFR Subtitle A (10-1-15 Edllion)

ments, shall be exoluded in compubing re-
search agreement costs,

dd. Proposal costs,

Proposal costs are the costs of preparing
bids or proposals on potential government
and non-government research agreements or
projeots, including the development of tech-
nical data and cost date necessary to support
the institution’s bids or proposals. Proposal
costs of the ourrent accounting period of
both suoccessful and unsucoessful bids and
proposals normally should be treated as indl-
rect costs and gallooated ourrently to all ac-
tivities of the Institution, and no proposal
costs of past accounting periods will be allo-
ocable in the current period to the govern-
ment research agreement, However; the in-
stitution's established praotices may be to
treat proposal costs by some other recog-
nized method, Regardless of the methods
used, the resulis obtained may be accepted
only if found to be reasonable and equitable,

oo, Public information services costs.

Costs of news releases pertaining to spe-
olfie regearch or scientiffc accomplishment
are unallowable unless specifically author-
1zed by the sponsoring agency,

ff. Rearrangement and alleration cosis,

Oosts incurred for ordinary or normal rear-
rangement and alteration of facilities are al-
lowable, Bpeoial rearrangement and alter-
ation oosts inourred specifically for a project
are allowable only as a direct charge when
such work has been approved in advance by
the sponsoring agency concerned,

gg. Reconversion costs,

Costs inourred in the restoration or rehs-
bilitation of the institution’s facilities to ap-
proximately the same condition existing im-
mediately prior to commencement of govern-
ment research agreement work, falr wear
and tear excepted, are allowable,

hh, Reeruiting costs.

(1) Bubjeot to (2), (3), and (4) below, and
provided that the size of the ataff recrulted
and maintained is in keeping with workload
requiremsents, costs of “help wanted” adver-
tising, operating costs of an employment of-
fice necessary to secure and maintain an
adeguate staff, costs of operating an aptitude
and eduoational testing program, travel
costs of employees while engaged in reoruit-
ing personnel, travel costs of applicants for
interviews for prospsctive employment, and
relooation costs inourred incident to recruit-
ment of new employees are allowable to the
extent that such costs are lnourred pursuant
to a well-managed recruitment program.
Where an institution uses employment agen-
cles, costs not In excess of standard commer-
cial rates for such services are allowable,

(2) In publications, costs of help wanted ad-
vertising that inoludes color, includes adver-
tising material for other than reoruitment
purposes, ot is excessive in gize (taking into
consideration reoruitment purposes for
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which intended and normel Institutional
practices in this respect) are unallowable,

(3) Costs of help wanted advertising, spe-
cial emoluments; fringe benefits, and salary
allowances inourred to attract professional
personnel from other institutions that do
not meet the test of reasonableness or do not
conform with the established practices of the
institution are unallowable,

(4) Where relocation oosts incurred inel-
dent to recruitment of a new employee have
been allowed either as an allocable direct or
indireot cost, and the newly hired employee
resigns for reasons within his control within
twelve months after hire, the institution will
be required to refund or oredii such reloca-
tions costs as were charged to the Govern-
ment,

11, Rental costs (including sale and lease-back
of facilities),

(1) Rental costs of land, building, and
equipment and other personal property are
allowable if the rates are reasonable in light
of such factors as rental costs of comparable
facilities and market conditions in the area,
the type, life expectanocy, ocondition, and
value of the facllities lensed, options avail-
able, and other provisions of the rental
pgreement. Application of these faotors, In
situations where rentals are extenslively
used, may involve among other oconsider-
ations comparison of rental costs with the
amount which the hospital would have re-
ceived had it owned the facilities.

(2) Oharges in the nature of rent between
organizations having a legal or other affili-
ation or arrangement such as hospitals, med-
joal sohools, foundations, ets., are ellowable
to the extent such charges do not exceed the
normsal costs of ownership such as deprecia-
tion, taxes, Insurance, and maintenance, pro-
vided that no part of such ocosts shall dupli-
oste any other allowed costs,

(3) Unless otherwise speocifically provided
in the agreement, rental costs speoified In
sale and lease-baok agreements incurred by
hospitals through selling plant facilities to
investment organizations such as Insurance
companies or to private Investors, and ocon-
ocurrently leasing back Che same facilities
are allowable only to the extent that such
rentals do not exceed the amount which the
hospital would have received had it retained
legal title to the faocilities,

33, Royalties and other costs for use of pat-
ents.

Royelties on a patent or amortization of
the cost of acquiring a patent or invention or
rights thereto necessary for the proper per-
formance of the research agreement and ap-
plicable to tasks or processes thereunder are
allowable unless the Government has a M-
cense or the right to free use of the patent,
the patent has been adjudicated to be In-
yalid, or has been administratively deter-
mined to be invalid, the patent is considered

to be unenforceable, or the patent has ex-
pired.

kk, Severance pay.

(1) Severance pay s compensation in addi-
tion to regular salarles and wages which is
pald by a hospital to employees whose perv-
ices are belng terminated. Costs of severance
pay are allowable only to the extent that
such payments are required by law, by em-
ployer-employee agreement, by established
polioy that constitutes in effect an implied
agreement on the institution's part, or by
oiroumstances of the particular employment,

(2) Severance payments that sre due to
normal, recurring turnover, and which other-
wise meet the conditions of (a) above may be
allowed provided the actual coats of such
severance payments are regarded as expenges
applicable to the current fiscal year and arve
equitably distributed among the institu-
tion’s aotivities during that perlod.

(3) Severanoe payments that are due to ab-
normal or mass terminabions are of such
conjectural nature that allowability must be
determined on a case-by-case basis, However,
the Government recognizes its obligation to
participate to the extent of 1ts fair share in
any specific payment, ’

11. Specialized service facilities operated by a
hospltal,

(1) The costs of institutional services in-
volving the use of highly complex and spe-
clalized facilities such as electronic com-
puters and reactors are allowable provided
the charges therefor meet the conditions of
(2) or (3) below, and otherwise take into ac-
count any items of income or federal financ-
ing that qualify as applioable oredits under
paragraph 0.6,

(2) The oosts of such hospital services nor-
mally will be charged directly to applicable
research agreements based on actual usage
or oocupanocy of the facilities at rates that (1)
are designed to recover only actual costs of
providing such services, and (i1) are applied
on a nondisoriminatory basis as between or-
ganized research and other work of the hos-
pital including commercial or accommoda-
tion sales and usage by the hospital for in-
ternal purposes. This would include use of
such facilities as radiology, laboratories,
maintenance men used for s special purpose,
maedioal ary, photography, ete.

(3) In the absence of an acosptable arrange-
ment for direct costing as provided in (2)
above, the costs incurred for such institu-
tional services may he assigned to research
agreements as indirect costs, provided the
methods used achieve substantially the same
results, Suoh arrangements should be
worked out in coordination with all govern-
ment users of the facilities in order to assure
equitable distribution of the indirect costs.

mm, Special adminisirative costs,

Costs incurred for general public relations
aotivities, catalogs, alumni acbivities, and
similar services are unallowable.
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nn. Staff and/or employee benefits.

(1) Staff and/or employee benefits in the
form of regular compensation paid to em-
ployees during periods of authorized ab-
sences from the job such as for annual leave,
sick leave, militery leave and the like are al-
lowable provided such costs are absorbed by
all hospital activities including organized re-
search in proportion to the relative amount
of time or effort actually devoted to each,

(2) Staff benefits in the form of employer
contributions or expenses for Social Security
taxes, employee insurance, Workmen’s Com-
pensation insurance, the Pension Plan (see
paragraph 1.2.y.), hospital costs or remission
of hospital charges to the extent of costs for
individual employees or their families, and
the like are allowable provided such benefits
are granted in accordance with eatablished
hospltal polioles, and provided such con-
tribulions and other expenses whether treat-
ed as indirect costs or an inorement of divect
labor costs are distributed to partioular ve-
search agreements and other activities in a
manner consistent with the pattern of bene-
fits accrulng to the individuals or groups of
employees whose salaries and wages are
chargeable to such research agreements and
other activities.

00, Taxes.

(1) In general, taxes which the hospital is
required to pay and which are paid or ac-
orued in accordance with generally accepted
accounting principles, and payments made to
loca) governments in leu of taxes which are
commensurate with the local government
gervices received sre allowable except for (1)
taxes from which exemptions are available
to the hospital directly or which are avail-
able to the hospital bassd on an exemption
afforded the Government and in the latter
case when the sponsoring agency makes
svallable the necessary exemption certifl-
cates, (ii) special assessments on land which
represent capltal improvements, and (i11)
Federal Income Taxes,

(2) Any refund of texes, Interest, or pen-
alties, and any payment to the hospital of
interest thereon attributable to taxes, inter-
est or penalties, which were allowed as re-
search agreement costs will be oredited or
paid to the Government in the manner di-
rected by the Government provided any in-
terest actually paid or credited to a hospital
incident to a refund of tax, intereat, and pen-

alty will be paid or credited to the Govern-'

ment only to the extent that such interest

acorued over the period during which the

hospital had been reimbursed by the Govern-

ment for the taxes, interest, and penalties,
pp. Transportation costs.

Costs inourred for inbound freight, express,
osrtage, postage and other transportation
gervices relating either to goods purchased,
in process, or dellvered are allowable. When
such costs can readily be identified with the
{tems involved, they may be charged directly

45 CFR Subtitie A (10-1-15 Edition)

a8 transportabion costs or added to the cost
of such items, Where identification with the
material recelved cannot readily be made,
inbound transportation costs may be charged
to the appropriate indirect cost accounts if
the Institution follows a consistent equitable
procedure in this rvespect. Outhound freight,
if relmbursable under the terms of the re-
search agreement, should be treated as a di-
reoct cost,

aa. Travel costs.

(1) Travel costs are the expenses for trans-
portation, lodging, subsistence, and related
{tems incurred by employees who are in trav-
el status on offiofal business of the hospital.
Such costs may be charged on an actual
basis, on a per diem or mileage basis in lleu
of actual costs incurred, or on a combination
of the two provided the method used is ap-
plied to an entire trip and not to selected
days of the trip, and results in charges con-
sistent with those normally allowed by the
institution in its regular operations.

(2) Travel costs are allowable subject to (3)
and (4) below when they are directly attrib-
utable to specific work under a research
agreement or when they ars inowmrred in the
normal course of sdministration of the hos-
pital or s department or research program
thereof,

(3) The difference In cost between firat
olass adr accommodations and less than first
olass alr accommodations is unallowable ex-
cept when less than first olass alr accom-
modations are not reasonasbly available to
mest necessary mission requirements such
as where less than first class accommoda-
tions would (1) require oircultous routing,
(i1) require travel during unreagonable hours,
(111) greatly Inorease the duration of the
flight, (iv) result in sdditional costs which
would offset the transportation savings, or
(v) offer accommodations which are not rea-
songbly adequate for the medical needs of
the traveler,

(4) Oosts of personnel movements of a spe-
olal or mass nature are sllowable only whsn
authorized or approved in writing by the
sponsoring agency or its authorized rep-
resentative.

1. Termination costs applicable to contracis,

(1) Contract terminations generally give
rigse to the incurrenoce of costs or to the need
for special treatment of costs which would
not have arigsen haed the contract not been
terminated. Items peculiar to termination
are get forth below, They are to be used in
conjunction with all other provisions of
these prinociples in the case of contract ter-
mination,

(2) The cost of common items of material
reasonably usable on the hospital’s other
work will not be allowable unless the hos-
pital submits evidenoe that it could not re-
tain such items ab cost without sustaining a
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loss, In deolding whether such items are rea-
sonably usable on other work of the institu-
tion, consideration should be given to the
hospital’s plans for current scheduled work
or activities including other research agree-
ments, Contemporaneous purchases of com-
mon items by the hospltal will be regarded
as evidence that such items are ressonably
usable on the hospital’s other work, Any ac-
ceptance of common items as allowable to
the terminated portion of the contract
should be iimited to the extent that the
quantities of such items on hand, in transit,
and on order are in excess of the reasonable
quantitative requirement of other work,

(8) If in a particular case, despite all vea-
sonable efforts by the hospital, certain costs
cannot be discontinned immediately after
the effective date of termination, such costs
are generally allowable within the limita-
tions pet forth in these principles, exocept
that any such costs continuing after termi-
nation due to the negligent or willful failuve
of the hospltal to discontinue such costs will
be considered unacceptable,

(4) Lioss of useful value of special tooling
and special machinery and equipment {s gen-
erally allowable, provided (1) such special
tooling, machinery or equipment is not rea-
sonably capable of use in the other work of
the hospital; (1) the interest of the Govern-
ment is protected by transfer of title or by
other means deemed appropriate by the con-
tracbing officer; and (iii) the loss of useful
value as to any one terminaled conbract is
limited to that portion of the acquisition
cost which bears the sams ratio to the total
acquisition cost ag the terminated portion of
the contract bears to the entire terminated
contract and other government contracts for
which the special tooling, special machinery
or equipment was acquired,

(5) Rental costs under unexpired leases are
generally allowable where clearly shown to
have been reasonably necessary for the per-
formance of the terminated contraot, less
the residual value of such leases, if (1) the
amount of such rental olajmed does not ex-
ceed the reasonable use value of the property
leased for the period of the contraoct and such
further period as mey be reasonable; and (i)
the hoapital makes all reasonable efforts to
terminate, assign, settle, or otherwise reduce
the cost of such lease, There also may be in-
cluded the cost of alterations of such leased
property, provided such alterations were neo-'
essary for the performaence of the contraoct
and of reagonable restoration required by the
provisions of the lease,

(6) Settlement expenses including the fol-
lowing are generally allowable: (1) Account-
ing, legal, clerical, and similar costs reason-
ably necessary for the preparation and pres-
entation to contracting officers of settle-
ment claims and supporting data with re-
spect to the terminated portion of the con-
tract and the termination and settlement of

subcontracts; and (i1} reasonable costs for
the storage, transportation, protection, and
disposition of property provided by the Gov-
ernment or acquired or produced by the in-
stitution for the contract,

(7) Subcontractor claims including the al-
locable portion of claims which are common
to the contract and to other work of the con-
tractor are generally allowable,

8s, Voluntary services.

The value of voluntary services provided
by sisters or other members of religious or-
ders is allowable provided that amounts do
not exceed that paid other employees for
similar work, Buch amounts must he identi-
flable in the records of the hospital as a legal
obligation of the hospital, This may be re-
fleoted by an agreement between the reli-
glous order and the hospital supported by
evidence of payments to the order,

APPENDIX X TO PART 76—DATA
COLLECTION FORM (SF-SAC)

The Data Collection Form SF-SACQ is
aveilable on the FAC Web site hitpsi/har-
vester.census.gov/facweb/Default.aspr.

APPENDIX XIT0 PART 76—COMPLIANCE
SUPPLEMENT

The compliance supplement is available on
the * OMB .= Web site: (http:/
www, whitehouse,govomb/elrculars)

PART 77—REMEDIAL ACTIONS AP-
PLICABLE TO LETTER OF CREDIT
ADMINISTRATION

Seo,

M1 Purposs,

77.2 Scope,

7.3 Conditions that mey give rise to reme-
dial actions,

"4 Remedial actions, !

7.6 Remedial action procedures,

T.6 Hmergenocy procedures,

AUTHORITY; 6 U.8,0, 301,

SouRor: 60 FR 781, Jan. 7, 1985, unless oth-
erwise noted,

877.1 Purpose.

Letters of credit with the United
States Treasury, issued by the Depart-
ment to States or other grantees and
ocontractors, are a convenlent means
for disbursing Federsl funds to recipi-
ents of grant awards or contracts (re-
oiplent organizations) under the pro-
grams of this and other Executive De-
parbtments. The sound and efficient op-
eration of the letter-of-oredit system is
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CITY OF LONG BEACH

DEPARTMENT OF HEALTH AND HUMAN SERVICES

2525 GRAND AVENUE ¢ LONG BEACH, CALIFORNIA 80815 e (562)570-4000 e FAX:(562)570-4049

Health Information In Compliance With the Health Insurance Portability
And Accountability Act of 1996 (HIPAA) and the Health Information Technology
for Economic and Clinical Health Act (HITECH Act)

BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT (“Agreement”) is made and entered
as of Cop¥niecy © , 2014 by and between Interval House, a nonprofit
corporation’, whose business address is 6615 East Pacific Coast Hwy #170, Long Beach,
California 90803 (hereinafter referred to as “Business Associate”), and the CITY OF
LONG BEACH, a municipal corporation (hereinafter referred to as “City” or “Covered
Entity”).

WHEREAS, the City, a municipal corporation under the laws of the State of
California, is a single legal entity which has various departments, including a Department
of Health and Human Services that provides a multitude of health care and related
services, and other departments that may have access to and use individually identifiable
health information, such as human resources, a parks, recreation and marine department,
a technology department, a fire department with ambulance services, and a police
department; and

WHEREAS, in the course of providing health care, related and other services, the
City obtains and may share amongst the various City departments protected health
information; and

WHEREAS, Business Associate performs particular duties, functions, activities, or
services for, or on behalf of the City; and

WHEREAS, Business Associate receives, has access to or creates protected
health information in order to perform such duties, functions, activities or services; and

WHEREAS, the City and Business Associate intend to protect the privacy and
provide for the security of protected health information in compliance with the Health
Insurance Portability and Accountability Act of 1996, Public Law 104-191 (“HIPAA”), the
Health Information Technology for Economic and Clinical Health Act, Public Law 111-005
(the “HITECH Act”), and regulations promulgated thereunder by the U.S. Department of
Health and Human Services (the “HIPAA Regulations”) and other applicable laws.

NOW, THEREFORE, in consideration of the mutual terms covenants, and
conditions in this Agreement, the parties agree as follows:

(Updated 7-26-16)
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DEFINITIONS. Terms used, but not otherwise defined, in this Agreement
shall have the same meaning as those terms in the HIPAA Regulations,
including the Privacy Rule and the Security Rule codified in Title 45,
Sections 160-164 of the Code of Federal Regulations, and under the
HITECH Act.

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.

Safeguards.  Business Associate agrees to use appropriate
safeguards to prevent use or disclosure of the protected health
information. Business Associate shall comply with the policies and
procedures and documentation requirements of the HIPAA
Regulations.

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.

Notice of Use or Disclosure, Security Incident or Breach. Business
Associate agrees to notify the designated privacy official of the
Covered Entity of any use or disclosure of protected health
information by Business Associate not permitted by this Agreement,
any security incident involving electronic protected health
information, and any breach of unsecured protected health
information without unreasonable delay, but in no case more than
thirty (30) days following discovery of breach.

1. Business Associate shall provide the following information in
such notice to Covered Entity:

(a)  The identification of each individual whose unsecured
protected health information has been, or is reasonably
believed by Business Associate to have been,
accessed, acquired, or disclosed during such breach;

(b) A description of the nature of the breach including the
types of unsecured protected health information that
were involved, the date of the breach and the date of
discovery;

(c) A description of the type of unsecured protected health
information acquired, accessed, used or disclosed in
the breach (e.g., full name, social security number,
date of birth, etc.),

(d)  The identity of the person who made and who received
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(if known) the unauthorized acquisition, access, use or
disclosure;

(e) A description of what the Business Associate is doing
to mitigate the damages and protect against future
breaches; and

H Any other details necessary for Covered Entity to
assess risk of harm to individual(s), including
identification of each individual whose unsecured
protected health information has been breached and
steps such individuals should take to protect
themselves.

2. Covered Entity shall be responsible for providing notification
to individuals whose unsecured protected health information
has been disclosed, as well as the Secretary and the media,
as required by the HITECH Act.

3. Business Associate agrees to establish procedures to
investigate the breach, mitigate losses, and protect against
any future breaches, and to provide a description of these
procedures and the specific findings of the investigation to
Covered Entity in the time and manner reasonably requested
by Covered Entity.

4, The parties agree that this section satisfies any notice
requirements of Business Associate to Covered Entity of the
ongoing existence and occurrence of attempted but
unsuccessful security incidents for which no additional notice
to Covered Entity shall be required. For purposes of this
Agreement, unsuccessful security incidents include activity
such as pings and other broadcast attacks on Business
Associate’s firewall, port scans, unsuccessful log-on attempts,
denials of service and any combination of the above, so long
as no such incident results in unauthorized access, use or
disclosure of electronic public health information.

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.

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.
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G. Availability of Information to City. Business Associate agrees to
provide prompt access to protected health information in a
designated record set to Covered Entity or, as directed by Covered
Entity, to an individual upon Covered Entity’s request in order to meet
the requirements under 45 CFR § 164.524. If Business Associate
maintains an electronic health record, Business Associate shall
provide such information in electronic format to enable Covered
Entity to fulfill its obligations under the HITECH Act.

H. 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.

l. Internal Practices. Business Associate agrees to make internal
practices, books, and records, including policies and procedures and
protected health information, relating to the use and disclosure of
protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the
Secretary of the U.S. Department of Health and Human Services for
purposes of the Secretary determining the Business Associate’s
compliance with the Privacy Rule.

J. 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 the Privacy Rule,
including but not limited to 45 CFR § 164.528, and the HITECH Act.

K. 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(j) 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 the Privacy Rule, including but not
limited to 45 CFR § 164.528, and the HITECH Act.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, Business Associate may use
or disclose protected health information to perform functions, activities, or
services for, or on behalf of, Covered Entity as specified in this Agreement,
provided that such use or disclosure would not violate the Privacy Rule or
the HITECH Act 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:
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Except as otherwise limited in this Agreement, Business Associate
may use protected health information for the proper management
and administration of the Business Associate.

Except as otherwise limited in this Agreement, Business Associate
may disclose protected health information for the proper
management and administration of the Business Associate, provided
that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is
disclosed that it will remain confidential and used or further disclosed
only as required by law or for the purpose for which it was disclosed
to the person, and the person notifies the business associate of any
instances of which it is aware in which the confidentiality of the
information has been breached.

Except as otherwise limited in this Agreement, Business Associate
may use protected health information to provide data aggregation
services to covered entity as permitted by 42 CFR §
164.504(e)(2)(i)(B).

Business Associate may use protected health information to report
violations of law to appropriate federal and state authorities,
consistent with § 164.502(j)(1).

PROHIBITED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

A.

B.

Business Associate shall not use or disclose protected health
information for fundraising or marketing purposes.

Business Associate shall not disclose protected health information to
a health plan for payment or health care operations purposes if the
individual has requested this special restriction and has paid out of
pocket in full for the health care item or service to which the protected
health information solely relates.

Business Associate shall not directly or indirectly receive payment or
remuneration in exchange for protected health information, except
with the prior written consent of Covered Entity and as permitted by
law, including HIPAA and the HITECH Act. This prohibition shall not
effect payment by Covered Entity to Business Associate.

OBLIGATIONS OF COVERED ENTITY.

A.

Notification of Limitations in Notice of Privacy Practices. Covered
Entity shall notify Business Associate of any limitation(s) in its notice
of privacy practices of covered entity in accordance with 45 CFR §
164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity
shall notify Business Associate of any changes in, or revocation of,
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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.

Notification of Restrictions. Covered Entity shall notify Business
Associate of any restriction to the use or disclosure of protected
health information that Covered Entity has agreed to in accordance
with 45 CFR § 164.522, to the extent that such restriction may effect
Business Associate’'s use or disclosure of protected health
information.

PERMISSIBLE REQUESTS 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 and expressly permitted under
Section 3 (a), (b), and (c) of this Agreement.

TERM AND TERMINATION.

A.

Term. The term of this Agreement shall be effective upon execution,
and shall terminate when all of the protected health information
provided by Covered Entity to Business Associate, or created or
received by Business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return
or destroy protected health information, protections are extended to
such information, in accordance with the termination provisions in
this Section.

Termination for Cause. Upon either party’s knowledge of a material
breach by the other party, the party with knowledge of the other
party’s breach shall either:

1. Provide an opportunity for the breaching party to cure the
breach or end the violation and terminate this Agreement if
the breaching party does not cure the breach or end the
violation within the time specified by the non-breaching party;

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, the violation shall be
reported to the Secretary.

Effect of Termination.
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1. Except as provided in paragraph (2) of this Section, upon
termination of this Agreement for any reason, Business
Associate shall return or destroy all protected health
information received from Covered Entity, or created or
received by Business Associate on behalf of Covered Entity.
This provision shall apply to protected health information that
is in the possession of subcontractors or agents of Business
Associate. Business Associate shall retain no copies of the
protected health information.

2. In the event that Business Associate determines that returning
or destroying the protected health information is infeasible,
Business Associate shall provide to Covered Entity
notification of the conditions that make return or destruction
infeasible and shall extend the protections of this Agreement
to such protected health information and limit further uses and
disclosures of such protected health information to those
purposes that make the return or destruction infeasible, for so
long as Business Associate maintains such protected health
information.

ASSISTANCE IN LITIGATION OR ADMINISTRATIVE PROCEEDINGS.

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 or administrative proceedings commenced against Covered
Entity, its directors, officers, or employees based on a claimed violation of
HIPAA, the HIPAA Regulations, the HITECH Act, or other laws relating to
security or privacy, except where Business Associate or its subcontractors,
employees or agents are named as an adverse party.

MISCELLANEOUS.

A. References. A reference in this Agreement to a section in the HIPAA
Regulations or the HITECH Act means the section as in effect or as
amended.

B. Amendment. The parties agree to take such action as is necessary

to amend this Agreement from time to time as is necessary for
covered entity to comply with the requirements of the Privacy Rule,
the Security Rule, HIPAA, the HITECH Act and other privacy laws
governing protected health information. Amendments must be in
writing and signed by the parties to the Agreement.

C. Survival.  The respective rights and obligations of Business
Associate under Section 6(c) of this Agreement shall survive the
termination of this Agreement.
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D. Interpretation. Any ambiguity in this Agreement shall be resolved to
permit Covered Entity to comply with the HIPAA Regulations and the
HITECH Act.

LAW. This Agreement shall be governed by and construed pursuant to
federal law and the laws of the State of California (except those provisions
of California law pertaining to conflicts of laws). Business Associate shall
comply with all laws, ordinances, rules and regulations of all federal, state
and local governmental authorities.

ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the
entire understanding between the parties and supersedes all other
agreements, oral or written, with respect to the subject matter herein.

INDEMNITY.

A. Business Associate shall indemnify, protect and hold harmless City,
its Boards, Commissions, and their officials, employees and agents
(“Indemnified Parties”), from and against any and all liability, claims,
demands, damage, loss, obligations, causes of action, proceedings,
awards, fines, judgments, penalties, costs and expenses, arising or
alleged to have arisen, in whole or in part, out of or in connection with
(1) Business Associate’s breach or failure to comply with any of its
obligations contained in this Agreement, or (2) negligent or willful
acts, errors, omissions or misrepresentations committed by Business
Associate, its officers, employees, agents, subcontractors, or anyone
under Business Associate’s control, in the performance of work or
services under this Agreement (collectively “Claims” or individually
“Claim”).

B. In addition to Business Associate’s duty to indemnify, Business
Associate shall have a separate and wholly independent duty to
defend Indemnified Parties at Business Associate’s expense by legal
counsel approved by City, from and against all Claims, and shall
continue this defense until the Claims are resolved, whether by
settlement, judgment or otherwise. No finding or judgment of
negligence, fault, breach, or the like on the part of Business
Associate shall be required for the duty to defend to arise. City shall
notify Business Associate of any Claim, shall tender the defense of
the Claim to Business Associate, and shall assist Business
Associate, as may be reasonably requested, in the defense. .

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement,
such ambiguity shall be resolved in favor of a meaning that complies and is
consistent with HIPAA, HIPAA Regulations, the HITECH Act and California
law.

COSTS. If there is any legal proceeding between the parties to enforce or
interpret this Agreement or to protect or establish any rights or remedies
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hereunder, the prevailing party shall be entitled to its costs and expenses,
including reasonable attorneys' fees and court costs, including appeals.

NOTICES. Any notice or approval required hereunder by either party shall
be in writing and personally delivered or deposited in the U.S. Postal
Service, first class, postage prepaid, addressed to Business Associate at
the address first stated herein, and to the City at 333 West Ocean
Boulevard, Long Beach, California 90802 Attention: Director, Health
Department. Notice of change of address shall be given in the same
manner as stated herein for 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.

WAIVER. The acceptance of any services or the payment of any money by
City shall not operate as a waiver of any provision of this Agreement, or of
any right to damages or indemnity stated in this Agreement. The waiver of
any breach of this Agreement shall not constitute a waiver of any other or
subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not
affect rights or liabilities of the parties which accrued pursuant to Sections
7,12 and 14 prior to termination or expiration of this Agreement, and shall
not extinguish any warranties hereunder.

ADVERTISING. Business Associate shall not use the name of City, its
officials or employees in any advertising or solicitation for business, nor as
a reference, without the prior approval of the City Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties
to benefit themselves only and is not in any way intended or designed to or
entered for the purpose of creating any benefit or right for any person or
entity of any kind that is not a party to this Agreement.
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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.

INTERNVA L. HOUSE

(Name of Business Associate)

a_NOOPROFIT _ CORPOEAT DN
(co&ation, parte ship, individual)

Scﬁw/zo L9 By
Title:

, 20 By
“Title:

CITY OF LONG BEACH, a municipal
corporation

/0//0(/,2016 By /%ZOMMA Sﬂ &imm/y

City Manager or designee

“City"

/0 : The foregoing Agreement is hereby approved as to form this Z” day of

20[9

CHARLES PARKIN, City Attorney

(Updated 7-26-16)



