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CONTRACT FOR SOCIAL SERVICES

31021

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

entered, in duplicate, as of November 18, 2008 for reference purposes only, pursuant to
a minute order adopted by the City Council of the City of Long Beach at its meeting on
September 18, 2007, by and between 1736 FAMILY CRISIS CENTER, a California
nonprofit corporation (“Organization”), with offices located at 2116 Arlington Avenue,
Suite 200, Los Angeles, California 90018, and the CITY OF LONG BEACH, a municipal
corporation (the “City”).

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

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

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

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

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

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

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

Section 1. The above recitals are true and correct and are incorporated
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in the Contract.

Section 2.

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

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

Section 3. The terms of this Contract shall commence at midnight on

October 1, 2008, and, unless sooner terminated as provided herein, shall terminate at

11:59 p.m. August 31, 2009.

Section 4.
A. Organization shall affirmatively and aggressively use its best
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efforts to seek and obtain all possible outside funding and in-kind cash match at a
dollar for dollar rate of funds received from the City under this Contract. Further,
Organization shall maintain cash reserves equivalent to three (3) months of
funding necessary to provide services under this Contract. ‘

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Twenty Thousand Dollars ($20,000.00) over the term
of this Contract. These funds shall be used to provide services within the City of
Long Beach. Upon execution of this Contract, the City shall disburse the funds
payable hereunder in due course of payments following receipt from Organization
of billing statements in a form approved by the City showing expenditures and
costs identified in Attachment “B”.

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

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

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

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

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

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

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

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

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

Section 5.

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

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

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

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

Section 6.

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

transfer; recruitment or recruitment advertising; lay-off or termination; rates of pay
6
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or other forms of compensation; and selection for training, including
apprenticeship.

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

Section 7.

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

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

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

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

Section 10.

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

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

not be limited to broad form contractual liability, cross liability, independent
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contractors liability, and products and completed operations liability. The
City, its Boards and Commission, and their officials, employees and agents
shall be named as additional insureds by endorsement (on City's
endorsement form or on an endorsement equivalent in scope to ISO form
CG 20 10 11 85 or CG 20 26 11 85), and this insurance shall contain no
special limitations on the scope of protection given to the City, its Boards
and Commissions and their officials, employees and agents.

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

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

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

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

(6) Blanket Honesty Bond in an amount equal to at least
fifty percent (560%) of the total amount to be disbursed to Organization
hereunder or Twenty-five Thousand Dollars ($25,000), whichever is less, to
safeguard the proper handling of funds by employees, agents or
representatives of Organization who sign as the maker of checks or drafts
or in any manner authorize the disbursement or expenditure of said funds.

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

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

Manager will consider waiving the requirement if Organization can demonstrate to the

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

B. Any self-insurance program, self-insured retention or
deductible must be separately approved in writing by the City’s Risk Manager or
his/her designee and shall protect the City, its Boards and Commissions, and their
officials, employees and agents in the same manner and to the same extent as
they would have been protected had the policy or policies not contained retention
or deductible provisions. Each insurance policy shall be endorsed to state that
coverage shall not be reduced, non-renewed or canceled except after thirty (30)
days prior written notice to the City, and shall be primary and not contributing to
any other insurance or self-insurance maintained by the City. Organization shall
notify the City in writing within five (8) days after any insurance required herein has
been voided by the insurer or cancelled by the insured.

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

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

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

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Section 156. The City Manager or his/her designee is authorized to
administer this Contract and all related matters, and any decision of the City Manager or
designee in connection herewith shall be final.

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

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

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

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

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

n
14
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IN WITNESS WHEREOF, the parties have caused this document to be duly
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ATTACHMENT “A”



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

AGENCY NAME: 1736 Family Crisis Center CONTRACT NUMBER:

PROGRAM OBJECTIVE: To provide supportive and shelter services to battered women and their children on the streets or in short-term shelter.

i

Actual Cumulative Actual Cumulative Actual Cumulative Actual Cumulative

1. To provide intake to 3 battered women and‘their children on the
streets or in short-term shelter in order to meet immediate needs
and to establish an individualized service plan for the shelter stay. 3

2. To provide shelter services to 100% (3/3) including room and
board with 24-hour staffing.

3. To provide supportive services to 100% (3/3) battered women and
their children, including any/all of the following: case management,
counseling, job development, life skills training, referrals, parenting
education, advocacy, legal assistance, or other services to meet 3
the goals in the client’s individualized service plan. Goals and
benchmarks toward achieving those goals are clearly stated.

Total Unduplicated Clients Served: 3

< Sighature Page 1 of 1
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CITY OF LONG BEACH
Social Services Grant Program 2008-2009
Program Budget for AGENCY: 1736 Family Crisis Center City Contract #

ITEM/PERSONNEL ALLOCATION BUDGET JUSTIFICATION

Salary (33,000/-year plus 30% fringe benefits ) for 1 Counselor / Case manager at .47
1. Counselor / Case Manager - .47 FTE $20,000 FTE - Provide individual and group counseling, counseling/case management and
case management plans. Assist with recreational activities.

TOTAL PERSONNEL $20,000 Total Personnel to be Reimbursed
OPERATIONS
TOTAL OPERATIONS $0 Total Operations to be Reimbursed

SSG 07-08

M Attachment "B"
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PARTS 200-214 [RESERVED]

PART 215—UNIFORN: ADMINISTRA-
TIVE REQUIREMENTS FOR GRANTS
AND AGREEMENTS WITH INSTITU-
TIONS COF HIGHER EDUCATION,
HOSPITALS, AND OTHER MNON-
PROFIT ORGANIZATIONS (OMB
CIRCULAR A-110)

Sec
215.0 Abour this part.

Subpaort A—General

2181
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2153
215 4
2158
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Subpart C—Post-Award Requirerments
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21522 Payment.
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TERMINRATION ARL ENFORCEMENT

215.50 Purpose of termination and enforce-
ment.

215.62 Termination.

216.62 Eniforcement.

Subpart D—After-the-Award Reguirements

21570 FPurpose.

21571 Closeout procedures.
215.72 Bubsequent adjustments
tinuing responsibilities.

216873 Celiection of amounts due
LPPENDTY A TO PART Z15—CONTRACT PROVI-
510NS

AUTHORITY: 31 U.B.C. b3, 31 U.B.C. 1111 41
U.8.C. 405; Reorganization Flan No. 2 of 187(;
E.0. 11441, 36 FR 10737, 4 CFR, 1966-1970, ©
939.

and con-

SOURCE. 6% TR 26281, May 11, 2004, unless
otherwise noted.

§215.0 About thie part.

{a) Purpose. This part contains OMB
guidance to Federal agencies on the ag-
ministration of grants to and agree-
ments with institutions of higher edu-
cation, hospitals, and other non-profit
orgenizations. The guidance sets forth
standards {or obtaining consistency
and uniformity in the agencies’ admin-
istration of those grants and agree-
ments.

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

PAGE
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§215.1

prescribes policies or specific require-
ments chat differ from the siandards
provided in thiz part, the provisions of
the statute shall govern.

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

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

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

(¢) OMB respongibilities. OMB is re-
sponsible for:

(1) Issuing and msaintaining the guid-
ance in this part.

{2) Interpreting fhe policy require-
ments in this part and providing assist-
ance o ensure effectlve and efficient
implementation.

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

(4y Granting any deviations to Fed-
eral apencies from the puldance in this
part, as provided in §215.4. Exceptions
will only be made in particular cases

1%ee & OFR 1310.8 for avallability of OMB
cirenlars

40
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where adecuate justification is pre-
sented.
(5) Conducting buroad oversight of

government-wide compliance with the
guidance in this pars.

(4 Federgl ugency responsibilities. The
head of each Federal agency that
awards and administers grants and
agreements subject to the guidance in
this part is responsible for:

(1> Implementing the guidance in
subparts A through D of this part by
adopting the language in those sub-
parts unless differant provisions are re-
quired by Federal statute or are ap-
proved by OMB.

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

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

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

() Relationship to previou$ issuance.
The guidance in this part previously
was issued as OMB Circular A-110. Sub-
parts A through D of this part contain
the guwidance that was in the atiach-
ment to the OMB circular. Appendix A
to this part contains the guidance that
was in the appendix to the attachment.

) Information Coniact. Further infor-
mation concerning this part may be ob-
bained by contacting the Office of Fed-
eral Financial Management, Office of
Managemeni and Budget, Washington,
DG 20603, telephone (202) 395-3993.

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

Subpart A—General

§215.1 Purpose.

Thizg part establishes uniform admin-
istrative requirements for Federal
grants and agreements awarded to in-
stitutions of higher education, hos-
pitals, and other non-profit organiza-
tions. Federal awarding agencies shall
not impeose additional or inconsistent
requirements, except as provided in
§215.4, and §215.14 or unless specifically

2
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OME Circulars and Guidance

repouired v Federal statute or execu-
Live ordaer  Nop-profit organizetions
that implement Federal programs for
the Btates are alse subject 1o State re-
puirements

L 215.2 Definitions.

{uy Acerued erpendilures rmeans the
chizrges incurred by the recipient dur-
ing =« giver period reguiring the provi-
sion of funds for:

{17 Goods and other tangible property
received,

{2y Services performed by employees,
contractors, subrecipients, and other
payesas; and,

(3) Other amounts becoming owed
under programs for which no cuarrent
services or perfcrimance is reguired.

(b) Accrued income means the sum of:

(1) Earnings during a given peried
ifrom:

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

{ii} Goods and other tanglble prop-
erty delivered to purchasers, and

(2) Amounts becoming owed to the
recipient for which no current services
or periormance 1s reguired by the re-
cipient.

() Acguisition cost of equipment means
whe net invoice price of the squipment,
including the cost of modifications, at-
tachments, accessories, or auxiliary
apparatus necessary to make the prop-
erty usabie for the purpose for which it
was acguired. Other charges, such as
the cost of installation, transpertation,
taxes, duty or protective in-transit in-
surance, shall be inciuded or excluded
from the unit acguisition cost in ac-
sordance with the recipient’s regular
accounting practices.

(d) Advence meang a payment made
Ly Treasury check or other appropriate
payment mechanism 0 a recipient
upon its reqguest either before ountlays
are made by the recipient or through
the use of predetermined payment
scheaules.

() Aword means financial assistance
that prowvides suypport or stimulation we
accomylish a2 public purpose. Awards
include grants and other agreements in
the form of money or property in ileu
of money, by the Federal Government
5o an eligible recipient. The term does
now  inclade:  technical  assistance,
which provides services instead of

4

4
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§215.2

money, other assistance 1n the {orm of
loans. loan puarantess, InbLerest sub-
sidies, or insurance; direct paymenis of
any king to individuals: and, contracts
which are reguired 1o be entersd 1nuvo
ant adminisvered under Drocurement
laws and regulations.

() Cogh contributions means the re-
cipient’s cash outlay, including the
outlay of money coniriouted to the re-
cipient by thirg parties.

(g) Cioseout means the process by
which a Federal awarding agency de-
termines that all applicable adminis-
wrative actions and all required work of
the zward have been completed by the
recipient and Federal awarding agency.

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

(i} Cost sharing or molching means
that portion of project or pregram
coste not borne by the Federal Govern-
ment,

(i1 Date of completion means the date
on which all work under an award is
completed or the date on tne award
docnment, or any supplement or
amendment thereto, on which Federal
sponsership ends.

(¥} Disnlipwed costs means those
charges to an award that the Federal
awarding agency determines to be un-
allowable, in accordance with the ap-
plicable TFederal cost oprinciples or
other terms and conditions contained
in the award

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

(m) Ercess properiy means DPropervy
under the consrol of any Federal
awarding agency thabt, as determined
Dy the head thereof, is no longer re-
quired for its needs or the discharge of
ite responsibilities.

(n) Ezempt property means tangible
personal property acguired in whole or
in part with Federal funds, where the
Federal ewarding agency has statuiory
auntnority tc vest title in the recipient

ATTACHMENT |
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§215.2

without further obligation to the Fead-
eral Governrmenb. An example of 8x-
empt property authority is contained
in the Federal Grant and Cooperative
Agreement Act (31 U.8.C. 6306), for
property aaguired under an award $o
conducl basic or applied research by a
non-profit institution of higher edu-
cation or non-profit organization
whose principal purpose is conducting
scientific research.

(o) Federgl awarding ogency means
the Federal agency that provides an
award to the recipient.

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

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

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

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

(t) Obligetions rneans the amounts of
orders Dplaced, contracts and grants
awarded, services received and similar
sransactions during a given pericd that
require payment by the recipient dur-
ing the same or a futare period.

(w) Quilays or crpenditures means
charges made to the project or pro-
gram. They may be reported on a cash
or accrual basis. For reports prepared
on a cash basis, ontlays are the sum of
cash disbursements for direet charges
for goods and services, the amount of
indirect expense charged, the value of
third party In-kind contributions ap-
plied and the armount of cash advances
and payments made to subrecipients.
For reports prepared on an accrual
basis, outlays are the sum of cash dis-

42
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bursements for direct charges for goods
and services, the amount of indirasct ex-
pense incurred, the value of in-kind
contributions applied, and the net in-
crease (or decreage) in the amounts
owed hy the recipient for goods and
other property received, for services
periormed by employees, contractors,
subrecipients and other payees and
other amounts becoming owed under
programs for which ne current services
or performance are required.

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

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

(X} Program income means gross in-
come earned by the recipient that is di-
rectly generated by a supported activ-
t¥ or earned as a resulf of the award
(see exclusions in §215.24(e) and (h)).
Program income includes, but is not
Hmited teo, income from fees for serv-
tces performed, the use or rental of real
or personal property acquired under
federally-funded projects, the sale of
commodities or items fabricated under
an award, license fess and royalties on
patents and copyrights, and interest on
loans rnade with award funds. Interest
earned on advances of Federal funds is
not program income. Except as other-
wise provided in Federal awarding
agency regulations or the terms and
sonditions of the award, program in-
come does not inclade the receipt of
principal on logns, rebates, cradits, dis-
counts, ete., or intersst earned on any
of them.

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

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

(aa) Property means, unless octherwise
stated, real property, equipment, in-
tangible property and debt Instru-
ments. :

ATTACHMENT . C/
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by Reu! properiy means land nciug-
ing land improvements, swrucuures and
ADDUrLENanGes Lherestc, bt excludss
movakile machinery and egquipment.

el Reapient mMeans al OrFanization
receiving financial assistance directly
from Fedsral swarding agencies o
carry out & project or program. The
term includes public and private insti-
tutions of higher education, public and
private hospitals, and other guasi-pab-
lic ané private non-profit organizations
such as, but not limited to, community
acuion agengiss, research institutes,
educational associabtions, and health
cenwers. The term may include com-
mercial organizations, forelgn or inter-
national organizations (such as agen-
cies of the United Naticns) which are
recipients, subrecipients, or contrac-
tors or subcontractors of recipients or
subrecipients at the discretion of the
Federal awarding agency. The term
does not include government-owned
contractor-gperated facilities or re-
search centers providing ocontinued
support for rmission-oriented, large-
scale programs that are government-
opwned or controlled, or are designated
ag {ederally-funded research and devel-
opment centers.

(34} Research ond development means
a1l researcl activities, both basic angd
applied, and all development activities
that are supported at universities, col-
leges, and other non-profit institu-
tions. “‘Research’ is defined as z sys-
tematic study directed toward fuller
scienvific knowledge or understanding
of the subject studied. “Development”
i5 the systematic ase of ¥xnowledge and
understanding gained from research di-
rected toward the production of useful
materials, devices, sysbtems, or meth-
ods, including design and development
of prototypes and processes. The term
research alsp includes activities in-
volving the training of individuals in
ressarch techniques where such activi-
ties utilize the same facilities as other
research and development activities
and where suck activities are not in-
cluded in the instruction function,

(ee) Small owards means a grant or
cooperative agreement not excesding
tne small purchase threshold fixed at
41 U.5.C. 403(11) (currently §25,000).

M1 Subcwerd means an award of fi-
nancial assistance 1in  the form of

4
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ILONEY, 01 Property 1n dlev of tnoney,
made ulider an aWward by & recipient Lo
an eligible subrecipient or by 2z sui-
recipienl Lo a lower tier subrecipient
The terrmn includes financial assistance
when provided by any legal agreement,
even if the agreement i culled a con-
tract, but doese not include procure-
ment of goods and service: nor does it
inciude any form of assistance which is
excluded from the definition of
“award’ in §215.2(e).

(gg) Subrecipient means the legal enti-
t¥y to which a subaward is made and
which 1s accounvable ©o the recipient
for the use of the funds provided. The
term meay include foreign or inter-
national corganizations {such as agen-
ciss of the United Nations) at the dis-
cretion of the Federal awarding agen-
cy.
(ah) Supplies means all personal prop-
erty excluding equipment, intangible
property, and debt instruments as de-
fined in this section, and inventions of
a contractor concelved or first actually
reduced to practice in the performance
of work under a funding agreement
(“‘subject inventions™), as defined in 37
CFR part 401, “Rights to Inventions
Made by Nonprofit Organizations and
Small Business Firms Under Govern-
ment Grants, Contracts, and Coopera-
pive Agreements.”’

(i) Suspension means an action by a
Federal zwarding agency that tempo-
rarily withdraws Federal sponsorship
under an award, pending corrective ac-
sion by the recipient or pending 2 deci-
gion to terminate the award by the
Federal awarding agency. Suspensicon
of an award i & separate action from
suspension under Federal agency regu-
lations implementing E.0. 125648 (51 FR
£370, 3 CFR, 1886 Comp., D. 188) and E. 0.
1268¢ (54 F'R 34131, 3 CFR. 1888 Comp., p.
235), “Debarrment and Suspension.”

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

(k¥ Third poarty in-kind coniribulions
means the value of non-cask contribu-
tions provided by non-Federal third
parties. Third party in-EKind contribu-
tione may be in the form of real prop-
erty, equipment, supplies and other ex-
pendable property, and the value of
goods and services directly benefiting

ATTACHMENT
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and  specifically identifiable to uhe
project or program.

(11 Unliguidaied obligations, for finan-
~ial reports prepared on a ¢ash basis,
means the amount of chligations in-
curred by the recipient that have not
heen paid. For reports prepared on an
accrued expenditure basis, they rep-
resent the amount of obligations in-
curred by the recipient for which an
outiay has not been recorded.

imm} Unobligated belonce means the
portion of the funds authorized by the
Federal awarding agency that has not
been oblipated by the recipient and is
determined by deducting the cumu-
lative obligations from the cuamulative
funds authorized.

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

(oo} Working cepital advence means a
procedure whereby funds are advanced
to the reciptent to cover itg estimated
disburserent needs for a given initial

period.

§215.3 Effect on other issuances.

For awards subject to this part, all
administrative requirements of codi-
fied program regulations, program
manuals, handbooks and other non-
regulatory materials which are incon-
sistent with the requirements of this
part shall be superseded, except to the
extent they are required by statute, or
authorized in accordance with the devi-
ations provision in §216.4.

§215.4 Deviations.

The Office of Management and Budg-
st (OMB) may grant exceptions for
classes of grants or recipients suhject
to the requirementis of this part when
exceptions are not prohibited by stat-
ute. However, in the interest of max-
imum uniformity, exceptions from the
requirements of this part shall be per-
mitted onty in unusual circumstances.
Faderal awarding agencies may apply
more restrictive reguirements o 2
class of recipients when approved by
OMB. Federal awarding agencies may
apply less restrictive requirements
when awarding small awards, except
for those requirements which are stat-

44
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case-hy-cage
Federal

utory. Exceptions on a
basis may alse be made by
awarding agencies.

§215.5 Subawards.

Unless sections of this part specifi-
cally exclude subrecipients from cowv-
erage, the provigions of this part shall
be azpplied to subrecipients performing
work under awards if such subrecipi-
ents are institutions of higher edu-
cation, hospitals or other non-profit or-
ganizations. State and local pgovern-
ment subrecipients are subject to the
provisions of regulations implementing
the grants management common rule,
“Uniform  Administrative  Require-
ments for Grants and Cooperative
Agreements to State and Local Gov-
grnments,”’ published at 7 CFR parts
3015 and 3016, 10 CFR part 500, 13 CFR
part 143, 15 CFR part 24, 20 CFR part
437, 22 CFR part 135, 24 CFR parts 44, 85,
111, 511, 570, 871, 575, 590, 850, BAZ, 905,
941, 968, 970, and 990, 28 CFR part 66, 29
CFR parts 97 and 1470, 32 OFR part 278,
34 CFR parts 74 and 80, 36 CFR part
1207, 38 CFR part 43, 40 CFR parts 30, 31,
and 33, 43 CFR part 12, 44 CFR part 13,
45 CFR parts 74, 92, 602, 1157, 1174, 1183,
1234, and 2015, and 49 CFR part 18.

[69 FR 248281, May 11, 2004, as amended at 70
FR 51880, Aug. 31, 2005]

Subpart B—Pre-Award
Requirements

§216.10 Purpose.

Sections 21611 through 215.17 pre-
seribe forms and instructions and other
pre-award matters to be used in apply-
ing for Federal awards.

§215.11 Pre-award policies.

(a) Use of Grants and Cooperative
Agreernents, and Contracts. In each in-
stance, the Federal awarding agency
shall decide on the appropriate award
instrument (i.e., grant, cooperative
agreement, or contract). The Federal
Grant and Cooperative Agreement Act
(31 U.S.C. 8301-08) governsg the use of
grants, cooperative agreernents and
contracts. A grant or cooperative
agreement shall be used only when the
principal purpose of a fransaction is to
accomplish & public purpose of support
or stimulation authorized by Federal
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statute. The Sstawutory criverion for
choosing hetween grants aud coopera-
bive agretmente 1E that for the latter,
“substantial involvement i eXpecled
between the executive agency and the
Srate, local povernment, or other re-
cipient when carrying ocut the activity
contemplated in the agreement.” Con-
tracts shall be ussd when the principal
pUrpose is asguisition of property or
services for the direct benefit or use of
the Federal Government.

{by Puhlic Notice and Priority Set-
ting. Federnl awarding agencies shall
notify the public of it intended fund-
ing prionties for discretionary grant
programs, unless funding priorities are
established by Federal statute.

§215.12 Forms for applying for Fed-
eral assistance,

(a) Federal awarding agencles shall
comply with the applicable report
clearance reguirements of § UFR part
1320, “Controlling Paperwork Burdens
on the Public,” with regard to all
forms used by the Federal awarding
agency in place of or as a suppiement
to the Standard Form 424 (SF-424) se-
Ties.

(v) Applicants shall use the 57424
series Or those forms and instructiens
prescribed by the Federal awarding
BEEeNncy.

{(c) For Federal programs covered by
E. 0. 12372, “Intergpvernmental Review
of Federal Programs,” (47 FR 30859, 3
CFR, 1982 Comp., p. 197y the applicant
shall complete the appropriate sections
of the 3F-424 (Application for Federal
Asgsistance) indicating whether the ap-
plication was subject to review by the
State Single Point of Contact (SPOC).
The name and address of the SPOC {for
2 particnlar State can be obtained from
the Federal awarding agency or the
Cuialog of Federal Domestic Assistance.
The SPOC shall advise the applicant
whether the program for which applica-
tion is made has been selected by that
State {or review,

(d) Federal awarding agencies that do
not use the SF-424 form should indi-
cate whether the applicatior is subject
o review by the State under .0, 12372,

§215.13 Debarment and suspension.

Federal awarding agencies and re-
cipients shall comply with Federal

§215.15

agency regulations impiementing E.Goe
12845 and 1268%, “'Debrrment and Sus-
pension.” Under those regulations, cer-
tain parties who are dsbarred, sus-
pended or otherwise excluded may not
be participants or principals 1n Federal
asgistance awards and subawards, anc
in  certain contracts under those
awards and subawards,

{70 FR 51879, Aug. 31, 2005]

§215.14 Special award conditions.
If an: applicant or recipient: has a his-

“tory of poor performance, 18 not finan-

cially stable, has a managernent sys-
tem that does not meel the standards
preseribed in this part, has not cop-
formed to the terms and conditions of
5 previcus award, or is not otherwlse
responsible, Federal awarding agencles
may impose additional requirements as
needed, provided that such applicant or
recipient is notified in writing as to:
the nature of the additional require-
ments, the reason why the additional
reguirements are being imposed, the
nature of the corrective action needed,
the time allowed for completing the
corrective actions, and the method for
requesting reconsidsration of the addi-
tional reguirements imposed Any spe-
cial conditione shall be promptly re-
moved ongce the conditions that
prompted them have been corrected.

§215.15 Metric
ment.

The Metric Conversion Act, as
amended by the Omnibus Trade and
Competitiveness Act (156 U.5.C. 205) de-
clares that the metric system is the
preferred measurement system for U.S.
trade and commerce, The Act reguires
each Federal agency to establish a date
or dates in consultation with the Sec-
retary of Commerce, when the metric
systermn of measurement will be used in
the agency's proourements, grants, and
gther business-related activities. Wet-
ri¢ implementation may take longer
where the use of the system is initially
impractical or lkely to cause signifi-
cant inefficiencies in the accomplish-
ment of {federzlly-funded activities.
Feaderal awarding agencies shall follow
the provisions of E.O. 12770, “Metric
Tsage in Federal Government Pro-
grams’ (66 FR 35801, 3 CFR, 1091 Comp.,
p. 343).

svsterm of wneasure-
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215,18 Resource Conservation and

Recaovery Act.

Under the Act, any State agency or
agency of a political subdivision of a
State which is using appropriated Fad-
eral funds must comply with section
6002. Section 6002 requires that pref-
arence be given In preocurement pro-
srams to the purchase of specific prod-
ucts containing recycled materials
identified In guidelines developed by
the Environmenstal Protection Agency
(BPA) (40 CTR parts 247-254). Accord-
ingly, State and local institutions of
higher education, hospitals, and non-
profit crganizations that receive direct
Federal awards or other Federal funds
shall give preference in their procure-
ment programs funded with Federal
funds to the purchase of recycled prod-
ucts pursuant to the EPA guidelines.

$215.17 Certifications and representa-
tions.

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

Subpart C—Post Award
Requirements

FINANCIAL AND PROGRAM MANAGEMENT

§215.20 Purpose of financial and pro-
gram management,

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

§215.21 Standards for financial man-
agement systems,

(2) Federal awarding agencies shall
reguire recipients to relate financial
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dats to performance data and develop
unit cost information whenevar prac-
tical.

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

(1) Aeccurate, current and compiete
disclosure of the financial results of
each federally-sponsored project or
program in accordance with the report-
ing requirements set forth in §2156.52. If
a Federal awarding agency requires re-
porting on an accrual basis from a re-
cipient that maintains its records on
other than an accrual basts, the recipi-
ent shall not be required to establish
an accrual accounting system. These
recipients may develop such accrual
data for its reports on the basis of an
analysis of the documentation on hand.

(2) Recorde that identify adeguately
the source and application of funds for
faderally-sponsored activities. These
records shall contain information per-
taining to Federal awards, authoriza-
tions, obligations, unobligated bal-
ances, assets, outlays, income and in-
terest.

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

(4) Comparisen of ontlays with budg-
et amounts for each award. Whenever
appropriate, financial information
should be related to perfcrmance and
unit cest data.

(5} Written procedures to minimize
the time elapsing between the transfer
of funds to the recipient from the U.S.
Treasury and the issuance or redemp-
tion of checks, warrants or payments
by other means for program purposes
by the recipient. To the extent that the
provigions of the Cash Management Im-
provement Act (CMIA) (Pub. L. 101-453)
govern, payment methods of State
agencies, instrumentalities, and fiscal
agents shal! be consistent with CMIA

reasury-State Agreements or the
CMIA default procedures codified at 31
CFR part 206, “Withdrawal of Cash
fromn the Treasury for Advances under
Federal Grant and Other Programs.”

(6) Written procedures for deter-
miining the reascnableness, allocability
and allowability of cosis in accordance
with the provisions of the applicable
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Federa! cost principles ang the tsrme

wnd conditions of the award.

(7; Lccounting records including cost
2GeoUnLing records that are supported
by source documentation

‘e Where the Federal Government
guarantees or insures the repayment of
meney borrowed DY the recipient, the
Federal awarding agency, at 1ts discre-
tion, may reguire adequate bonding
and insurance if the bonding and insur-
arnce requirements of the recipient are
not deemed adeguate te protect the in-
terest of the Federal Government,

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

(g) Where bonds are reguired in the
sitnations deseribed abovs, the bonds
shall be obtained from companies hold-
ing certificates of aunthority as accept-
able sureties, as prescribed in 31 CFR
part 223, “Surety Companies Doeing
Business with the United States.™

§215.22 Payment,

(&) Payment methode shall minimize
the time elapsing between the transier
of fandg {rom the United States Treas-
ury and the issunance or redemption of
checks, warrants, or payment by other
means by the recipients. FPayment
methods of State agencles or imsuruo-
mentalities shall be consistent with
Treasury-State CMIA agreements oOr
defanlt procedures codified at 81 CFR
part 205,

(o) Recipienis are to be paid in ad-
vance, provided they maintain or dem-
onstrate the willingness to maintain:

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

(7 Pinancia] management Sysbems

that meel the standards for fund con-
crol and accountability as established
in §216.21. Cash advances to a Tecipient
organization shall be limited to the
minimum  amounts needed and e
timed to be In accordance with the ac-
tual, immediate cash reguirements of
the recipient organization in carrying
out the purpose of the approved pro-
gram or project. The +¢iming and
amount of cash advances shall be as
close as is administratively feasible o

a7
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the attUal dgispursements BY Lhe reclp:-
ent organization for direcl Lrogram or
project coste and the proporticnate
share of any allowable indirect costs.

{cy Whenever possible, advances sliail
be consolidated to cover anticipated
cash needs for all awards made by the
Federal awarding agency to the recipi-
ent.

(3) Advance payment mechanisms in-
clude, but are not limited to, Treasory
check and electronic funds transfer.

{27 Advance payment mechanisms are
subject tc 31 CFR part 208,

(3 Recipients shall be authorized to
submit requests for advances ang reim-
bursements at least monthly when
electronic fund transfers are not used.

{d) Requests {or Treasury check ad-
vance payment snall be submitted on
SF-270, ‘‘Reguest for Advance or Heim-
bursement,” or pther forms as may be
authorized by OMB. This form 1s not o
be used when Treasury check advance
payments are made to the recipient
automatically throough the use of a pre-
determined payment schedule or if pre-
cluded by special Federal awarding
agency instructions for elecironic
funds transier.

() Relmbursement is the preferred
method when the regrirements in
§215.12{v) cannot be met, Federal
awarding agencies may alsc nse this
method cn any construction agree-
ment, or if the major porticen of the
construction project is accomplished
through private market financing or
Federal loans, and the Federal assist-
ance constitutes a minor portion of the
project.

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

{2) Recipients shall be authorized to
suomit reguest {or reimbursement at
least monthly when electronic funds
transiers are not used,

(fy 17 & recipient cannot meet the cri-
teria for advance payments and the
Federal awarding agency has deter-
mined that reimbursement is not fea-

ible Deczuse the recipient lacks suffi-
cient woerking capital, the Federal
awarding agency may provide cashon e
working capital advance basis. Under
this procedure, the Federal awarding

h!
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agency shall advanhce cash o the re-
cipient to cover 1t8 estimated disburse-
ment necds for an initial period gen-
erally geared to the awardee's dis-
hursing cycle. Thereafter, the Federal
awarding agency shall reimburse the
recipient for its actual cash disburse-
ments. The working capital advance
method of payment shall not be used
for reciptents unwlilling or unable to
nrovide timely advances to thelr sub-
racipiens to meet the subreclpient’s ac-
tual cash disbursementis.

(g} To sthe extent avallable, recipi-
ants shall disburse funds avallable from
repayments to and interest earned on &
revolving fund, program income, re-
bates, refunds, contract settlements,
audit recoveries and interest earned on
such funds before requesting additional
cash payments.

{h) Unless otherwise required by stai-
ute, Federal awarding agencies shall
not withhold payments for proper
charges made by recipients at any time
during the project period unless para-
graphs (h)X1} or (2) of this section
apply.

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

(%) The reciptent or subrecipient is
delinguent in z debt to the United
States as defined in OMB Circular A-
129, “Manapging Federal Credit Pro-
arams.” Under such conditions, the
Federal awarding agency may, upon
reasonable notice, inform the recipient
that payments shall not be made for
obligations incurred after a specified
date until the conditions are corrected
or the indebtedness to the Federal Gov-
ernment is liguidated.

(1) Standards governing the use of
banks and other institutions as deposi-
tories of fands advanced under awards
are a5 follows. '

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

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

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

(1} The recipient receives less than
$126,000 in Federal awards per year.

(2) The best reasonahly available in-
terest bearing account would not be ex-
pected te earn interest in excess of $250
per year on Federal cash balahces.

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

(1> For those entities where CMIA
and its implementing regulations at 31
CFR part 205 do not apply, interest
earned on Federal advances deposited
in interest bearing accounts shall be
remitted annually to Department of
Health and Human Services, Payment
Management System, Rockville, MD
20852, Interest amounts up to $250 per
yvear may be retained by the recipient
for administrative expense. Sfate uni-
versities and hospitals shzll comply
with CMIA, as if pertains to interest, If
an entity subject to CMIA uses its own
funds to pay pre-award costs for discre-
tionary awards without prior written
approval from the Federal awarding
agency, it waives its right t0 recover
the interest under CMIA.

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

(1} SF-270, Request for Advance or
Reilmbursement. Each Federal award-
ing agency shall adopt the SF-270 as a
standard form for all nonconstruction
programs when electronic funds trans-
fer or predetermined advance methods
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sre not used Tederzl awarding agen-
cles, however, have the oprion of using
this form {or conEtraction programs Iin
new of the 8F-271, “Outlay Report and
Reguest f{or Reimbursement for Con-
syruction Programes.”

2 JF-271, Outlay Report and Re-
guest for Reimbursement for Construc-
tion Programs. Bach Federal awarding
agency shall adopt the SPF-271 as the
standard form to be used for reguesting
reimbursement for construction pro-
grams, However, a Federal awarding
agency 1may substitubte the S¥F-270
when the Federal awarding agency ds-
sermines that it provides adeguate in-
formation to meet Federal needs.

£215.23 Cost sharing or matehing.

(a) All contributions, including cash
znd third party in-kind, shall be ac-
cepted as part of the recipient’'s cost
sharing or matching when such con-
tributions meet all of the following cri-
teria.

(1} Are verifiable from the recipient’s
racords.

(23 Are not included ag contributions
for any other {federally-assisted project
Cr Program.

(3) Ars necegsary and reascnable for
proper and efficient accomplishment of
project or program objectives.

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

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

{6; Are provided for in the approved
budget when reguired by the Federal
awal'ding agency.

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

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

{cy Values for recipient contributions
of services and property shall be estab-
lished in accordance with the applica-
ble cost principies. If 2 Federal award-
ing zgency authorizes recipients to do-
nate buildings or land for construciion/
{acilities acguisition projecis or long-
term use, the wvalue of the donated
property for cost sharing or maiching
shall be the lesser of paragrapns {Ci{1)
or {2; of thiz section
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{1, The certified value of the remain-
ing life of the property recorded ic the
recipient’s accoOunting records at tne
time of donation.

{2) The current falwr market value
However, when there 18 suificient jus-
tificasion, the Federal awarding agen-
oy may approve the use of the current
fair market value of the denated prop-
erty, even if it exceeds the certified
value at the tame of donaticen to the
project.

(dy Volunteer services furnished by
professicnal and technical personnel,
consultants, and other skilled and umn-
skilled labor may be counted as cost
sharing or matching if the service is an
integral and necessary part of an ap-
proved project or program. Rates for
volunteer services shall be consistent
with those paid for similar work in the
recipient's organization. In those in-
svances in whick the reguired skills are
not found in the recipient organization,
rates shall be consistent with those
peid {for similar work in the labor mar-
ket in which the recipient competes for
the kind of services involved. In either
case, pald fringe bheneflts that are rea-
sonable, allowable, and allocable may
e included in the valnation.

(e} When an employer other than the
reciplent furnishes the services of an
employee, these services shall be val-
netd at the emplovee’s regular rate of
pay¥ (plus an amount of iringe benefits
that are reasonable, allowable, and al-
jocable, but exclusive of overhead
costs), provided these services are im
the same skill for which the employee
is normally paid.

(fy Donated supplies may 1include
such items as expendable eguipment,
office supplies, laboratory supplies or
workshop and classroom  supplies.
Value assessed to donated supplies in-
cluded in the cost sharing or matching
share shall be reasonable and shall not
excesd the fair market value of the
property at the time of the donation.

{g} The method used for determining
cost sharing or mabtching for donated
equipment, hnulldings and land {or
which title passes to The recipient may
giffer according to the purpose of the
award, if paragraphs (g3(1) or (2) of this
section apply.

(1) I the purpose of the award is to
25518t The recipient in the acquisition

)]
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of eqguipment. buildings or land, the
total value of the donated property
may be claimed as cost sharing or
matching.

{2y If the purpose of the award is to
support activities that require the use
of equipment, buildings or land, nor-
mally only depreciation or use charges
for equipment and buildings may be
made. However, the full value of equip-
ment or other capital assets and falr
rental charges for land may be allowed,
provided that the Federal awarding
agency has approved the charges.

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

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

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

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

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

{5) The following requirements per-
tain to the recipient's supporting
records for in-kind contributions from
third parties,

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

(i1) The basls for determining the
valuation for personal service, mate-
rial, eguipment, buildings and land
shall be documented.

§235.24 Program income.

(a) Federal awarding agencies shall
apply the standards set forth in this
section in reguiring recipient organiza-
tions {0 account for program income

2 CFR Ch. i (1-1-04 Editicr)

related to projects {inanced in whale or
in part with Federal funds.

() Except as provided in paragraph
(h) of thls secticn, program lncome
earned during the project period shall
be retained hy the recipient and, In ac-
cordance with Federal awarding agency
reguliations or the terms and condi-
tions of the award, shall be used in one
or more of the ways listed In the fol-
lowing.

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

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

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

{¢) When an agency authorizes the
disposition of program income as de-
seribed in paragraphs (b)(1) or (bX2) of
this section, program income in excess
of any limits stipulated shall be used in

accordance with paragraph (bX3) of
this section.
(d) In the eveni that the Federal

awarding agency does not specify in ifs
regulations or the terms and condi-
tions of the award how program income
is to be used, paragraph (b)(3) of this
section shall zpply automatically to
all projects or programs except re-
search. For awards that support re-
search, paragraph (b)}(1) of this section
shall zpply automatically unless the
awarding agency indicates in the terms
and conditions another alternative on
the award or the reciplent is subject fo
special award conditions, as indicated
in §215.14.

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

() If authorized by Federal awarding
agency regulations or the terms and
conditions of the award, costs incident
to the generation of program income
may be deducted from gross income to
determine program income, provided
these costs have not been charged to
the award.
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(g Froceeds irom the szle of property
shall be handled i accordance with the
requirements of the Property Stend-
arde {see {315.30 through § 218.37).

{h) Unless FPederal awarding agency
regulations or the terms and condition
of the awzrd provide otherwise, recipi-
ente shall have no cohligation to the
Federal Government with respecti
program income earned {rem licenst
fees and royalties for copyrighted ma-
terial, patents, paltent applications,
trademarks, and inventicons produced
under an award. However, Patent and
Tratemark Amendments (35 U.S.C. 18)
apply to inventions made under an ex-
perimental, develepmentsal, or research
award.

§215.26 Revision of budget and pro-
gram plans.

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

(by Recipients are reguired to report
deviations from budget and program
plans, and request prior approvals {or
budget and program plan revisions, 1o
accordance with thie section.

(¢} For nonconstruction awards, re-
cipients shall request prior approvals
from Federal awarding agencies ior one
or more of the following program or
budget related reasons.

{1} Change in the scope or the objec-
tive of the project or program {even if
there 16 no asspciated budget revision
requiring prior written approval).

12} Change in a key person specified
in the application or award document.

{3) The absence for more than three
months, or a 25 percent reduction in
time devoted 1o the project, by the ap-
proved project director or principal in-
vestigator.

(4) The need for additional Tederal
funding,

{87 The transfer of amounts budgeted
for indirect costs 0 2DSOTD increases in
direct coste, or vice versa, i approval
is reguired Dy the Federal awarding
4gEnCY.

£218.25

(6, The inclusion, unies: waived by
the Federal awarding agency, of ousLs
thel reguire prior approvas in atiori-
ance with any of the {ollowing, as ap-
plicahle:

1) 2 CFR part 220, “Cost Principies
ior Bducational Institutions (OME Cir-
cular £-21)"

(11) 2 CFR part 230, ''Cost Principies
{or Non-Profit Organizations (OME Cir-
cular A-122)"

{111y 45 CFR part 74, Appendix E,
“'Principles for Determining Costs Ap-
plicable t© Eesearch and Development
under Grants and Contracts with Hos-
pitals;” and

(ivy 48 CFER part 31, "‘Coniract Cost
Principles and Procedures.”

{7y Tne transfer of funds ailovted for
training allowances {direct payment 1o
trainees) to other categories of ex-
pense.

{8) Unless described in the applica-
tion and funded 1In the approved
awards, the subaward, transfer or con-
tracting out of any work under an
award. This provision does not apply to
the purchase of supplies, material,
equipment or general support services.

(A) Mo other prior approval reguire-
ments for specific items may be im-
posed unless & deviation has been ap-
proved oy OMBEB.

{e) Except for requirements listed in
paragraphs {c)(1) and (c)(4} of thls sec-
tion, Federal awarding agencies are au-
thorized, at their oplion, to walve cost-
related and administrative prior writ-
ten approvals required by 2 CFR parts
220 and 230 (OMBEB Circunlars A-2} and A-
122). Snch waivers may include anthor-
izing recipients to do any one or more
of the following.

{1y Incur pre-award costs 80 calendar
days prior to award or more than 90
calendar days with the prior approval
of the Federal awarding agency. All
pre-award coste are incurred at the re-
cipient’s rigk (i.e., the Federal award-
ing agency is under no opligation L6 re-
imburse such coste if for any TIeason
the recipient does not receive an award
or if the award is less than anticipated
anc inadeguate to cover such costs)

(2) Initiate a one-time extension of
the expiration date of the award of up
10 12 months unless one of more of the
{ollowing conditions apply. For one-
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time axuensions, the recipient mush no-
tify the Federal awarding agency in
wrising with the supporting reasons
and revised expiration date at least 10
davs hefore the expiration date specl-
fiad in the award. This one-time sxten-
sion may not be exercised merely for
the purpose of using anobligated bal-
ANCeSs.

(1) The serms and conditions of award
prohibit the extension.

(11 The extension requirss additional
Federal funds.

(11i) The extension involves any
change in the approved objectives or
scope of the project.

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

(4) For awards that support research,
unless the TFederal awarding agency
provides otherwise in the award or in
the agency's regulations, the prior z2p-
proval requirements described in this
paragraph (e) are automatically waived
(i.e., recipients nee¢ not obtain such
prior approvals) unless one of the con-
ditions inciuded in paragraph (eX2) ap-
plies.

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

(r) All other changes to nonconstric-
tion budgets, except for the changes de-
scribed in paragraph (j) of this section,
do not require pricr approval.

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

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

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

52

2 CFR Ch. 1 (1-1-06 Edifion)

{3y A revision is desired which in-
volves specific costs for which prior
written approval regquirgments may be
imposed consistent with applicable
OME cost principles listed in §215.27.

(1) No other prior approval reqguire-
ments for specific ttems may be {m-
posed unless a deviation has been ap-
proved by OMB.

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

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

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

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

[68 PR 26381, May 11, 2004, as amended at 70
FR 51880, Aug. 31, 2005]

§215.26 Non-Federal audits.

(2) Recipients and subrecipients that
are institutions of higher education or
other non-profit organizations (includ-
ing hospitals} shall be subject to the
audit reguirements contained in the
fingle Aundit Act Amendments of 1996
(31 U.8.C. 75017507y and revised OMB

ATT ACHMENT )
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Circualar  A-138  Audiie ol Stebss.
ocal) Governments, and Non-Frofiy Or-
ganigations ”

(bj State and local governments shall
Le subject to the audit reguirements
contained in the Single Audlt Act
Amendments of 1806 (31 T.8.C. 15601
7507; and revised UMZE Circular A-132.
“audits of Btates, Local Governments,
and Non-Profit Organizations.”

(cy For-profit hospitals not covered
by the audit provisions of revised OME
Circalar A-133 shall be subject to the
audit requirements of she Federal
awarding agencies.

(d) Commercial organizations shall
be subject to the aundit regquirements of
the Federal awarding agency or the
prime recipient as incorporated into
the award document.

§215.27 Allowable costs.

For each kind of recipient, there is a
set of Federal principles for dster-
mining allowable costs. Allowability of
costs shall be determined in accord-
ance with the cost principles applicable
to the entity incurring the costs. Thus,
allowability of costs incurred by State,
local or federally-recognized Indian
trival governments 1s determined in
accordance with the provisions of 2
CPFPR part 225, “Cost Principles for
Btate, Local, and Indian Tribal Govern-
ments (OME Circular A-B7." The allow-
ability of costs incurred by non-profit
organizations is determined in accord-
ance with the provisions of 2 CFR part
230, “Cost Principles for Non-Profit Or-
ganjzations (OMB Circular A-122) " The
allowahbility of costs incurred by insti-
tutions of higher education is deter-
mined in accordance with the provi-
siong of 2 CFR part 220, '"“Cost Prin-
ciples {or Educational Institutions
(OMB Circular A-21)." The aliowability
of costs incurred by hospitals is deter-
mined in acceordance with the provi-
sions of Appendix E cof 45 CFR part 74,
“Principles for Determining Costs AD-
plicable to Research and Development
Under Grants and Contracts with Hos-
pitais.” The allowability of costs in-
curret by commercial organizations
and those non-profit organizations list-
ed in Attachment C te Circular A-122 is
determined in accordance with the pro-

b3

§215.2%

visions of the Federal scgn:sitiorn Ree-
plztion (FAR; at 48 CFE part 91,

[7¢ FE 51880, Aug. @1, 2L08)

§215.28 Period of availability of funds.

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

§215.29 Conditional exemptions.

{a) OME authorizes conditional ex-
emption frcm OME adminisuwrative re-
quirements &nd cost principies circu-
lars for certain Federal programs with
statutorily-aunthorized consolidated
planning and consoclidated administra-
tive funding, that are identified by a
Federal agency and approved by the
nead of the Executive department or
establishment. A4 Federal agency shall
consult with OME during ivs consider-
ation of whether to grant such an ex-
emption.

(b)Y To promote efficlency in State
and local program administrasion,
when Federal mnon-entitlement pro-
grams with common purposes have spe-
cific  statutorily-anthorized consoli-
dated planning and consolidated ad-
ministrative funding and where maost of
the State agency’s resources corne
from non-Federal sources, Federal
agencies may exempt these covered
State-administered, non-entitlement
grant programs from certain OMBE
grants management reguirements. The
exempiions would be from.

{i1) The reguirements in 2 CFR part
225, 'Cost Principles for Stabe, Local,
and Indian Tribal Governments (OMB
Circular A-87)" other than the
aliocability of costs provisions that are
contained in subsecsion C.3 of Appendix
A to that part,

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

(3) The requirements in 2 CFE part
230, “'Cost Prineciples {or Non-Profit Or-
ganizations (OWE Circular A-122)"7

(e
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§215.30

other than the allocability of costs pro-
vigions that are in paragraph 4.4 In
section 4 of Appendix A to that part:

t4) The administrative reguirements
nrovisions of part 215 (OMB Circular A-
110, “Uniform Administrative Reguire-
ments for Grants and Agreements with
Institutions of Higher Education, Hos-
pitals, and Other Non-Profit Organiza-
ticns,”); and

(5) The agencles' grants management
common rule (see §215.5),

{¢) When a Federal agency provides
this flexibility, a& a prersquisite fto a
State’s exercising this option, a State
must adopt its own written fiscal and
administrative reguirements for ex-
pending and accounting for all funds,
which are consisteni with the provi-
sicns of 2 CFR part 225, "“Cost Prin-
ciples for State, Local, and Indian
Tribal Governments (OMB Circular A~
a7y and extend such pelicies to all sub-
recipients. These fiscal and administra-
tive requirements mnust be sufficiently
specific to ensure that: funds are used
in gompliance with all applicable Fed-
eral statutory and regulatory provi-
sions, costs are rezsonable and nec-
essary for operating these programs,
and funds are not be used for general
expenses required to carry out other
responsibilities of & State or its sub-
recipiensts.

[60 FR 26281, May 11, 2004, s amended at 70
FR. 51881, Aug. 31, 2005]

PROPERTY STANDARDS

§215.30 Purpose of property stand-

ards.
Sections 21531 through 21537 set
forth uniform standards governing

management, and disposition of prop-
erty furnilshed by the Federal Govern-
ment whose cost was charged to a2
project supported by a Federal award.
Federal awarding agencies shall re-
quire recipients to chserve these stand-
ards under awards and shall not impose
additional requirements, unless specifi-
cally required by Federal statute. The
recipient may use its own properdty
management standards and procedures
provided it observes the provisions of
§215.31 through §215.37.
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§215.31

Recipients shall, 2t a minimuam. pro-
vide the egquivalent insurance coverage
for rea) property and equipment ac-
quired with PFederal funds as provided
Lo property owned by the reciplent
Irederally-owned property need not be
tnsured unless reguired by the terms
and conditions of the award.

Insurance caverage,

§215.32 Real property.

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

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

{b) The recipient shall obtaln written
approval by the Federal awarding agen-
¢y for the use of real property in other
federally-sponsored projects when the
recipient determines that the property
is no longer needed for the purpose of
the original project. Use in other
projects shall be limited to those under
federally-sponisorad projects (i.e.,
awards} or programs that have pur-
poses consistent with those authorized
for support by the Federal awarding
agency.

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

{1) The recipient may be permitted to
retain bitle without further obligation
to the Federal Government after it
compensabes the Federal Government
for that percentage of the current fair
market value of the property attrib-
utable to the Federal participation in
the project,
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12y The recipient may be direcied Lo
sell the property under guidelines pro-
vided by the Federal awarding agency
and pay the Federal Government for
that percentage of the current Ilair
market value of the property attrib-
ulable Lo bthe Federal participation in
the project {after deducting actual and
reasonable selling and fix-up expenses,
if uny, from the sales proceeds). When
the recipient 18 authorized or reguired
to sell the property, proper sales proce-
dures shall be establiched that provide
for competition to the extent prac-
ticable and result in the highest pos-
sible return.

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

§215.88 Federally-owned and exempt
property,

{a) Federally-owned property. (1) Title
to {ederally-owned property remains
vested in the Federai Government. Be-
cipients shall submit annually an in-
ventory listing of {ederslly-owned
property in their custody to the Fed-
eral awarding agency. Upon complation
of the award or when the property iz no
longer needed, the recipient shall re-
port the property to the Federal award-
ing agency for further Federal agency
wlilization.

(2y If the Federal awarding agency
as no further need for the property, it
shall be declared excess and reported to
the General Services Administration,
uniess the Federal awarding agency
nas statutery auwthority to dispose of
the property by alternative methods
(e.g., the authority provided by the
Federal Technology Transier Aot (15
U.eC 370 (I)) to donate research
equipment o educational and non-prof-
it organizations in accordance with
E.O. 12821, *“Improving Mathematics
and Sciepce Education in Support of
the Natlonal Educasion Goals™ (57 FE
54285, 3 OFE, 1992 Comp., p. 323)). Ap-

§215.34

(b Exemp: properiy. When stalouory
authority existe, whe Federal awarding
agency hag the opricn o vest title uo
property acguired with Federal {unds
i the recipient without farther obliga-
tion to the Federal Government and
under conditions the Federal awarding
agency considers appropriate. Buck
property is “exempt property.” Should
4 Federal awarding agency not estab-
lish conditions, titie ©to exempt prop-
erty upon acguisition shall vest in the
recipient without further opligation o
the Federal Government.

§215.34 Eguipment.

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

{by The recipient shall not use equip-
ment acquired with Federal furds o
provide services to nen-Federal ontside
organizations Tor 2 fee that is less than
private companies charge for eguiva-
lent services, unless specifically au-
theorized by Federal statute, for as long
as thie Federal Government retains an
interest in the egquipment.

(¢} The recipient shall use the eqguip-
ment in the project or program Ior
which it was acguired as iong as need-
ed, whether or not the project or pro-
gram continues to be supported by Fed-
eral funds and shall not encumber the
property without approval of the Fed-
era) awarding agency. When no longer
needed for the original project or pro-
gram, the recipient shall use the eguip-
ment in connection with its other {ed-
erally-sponscred activitieg, in the {ol-
lowing order of priority:

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

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

{d) During the time that eguipment
is used on the project or program for
whieh it was acguired, the recipient
shall make it avallable for use on other
projects or programs if such other use
will not interfere with the work on the
project or program for which the eguip-
ment was originally acquired. First
preference for such other use shall be

proprizte instructionts shall be issued given to other projecis ©OT DPrograms
to the recipient by the Federal award- sponsored by the Federal awarding
ing agency agency that financed the equipment;
bb 4_(1#__“_____."
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§215.34

seeond  preference shall be given o
projects or programs sponsored by
other Federal awarding agencies. If the
equipment is owned by the Federal
Government, use on other activities
not. gpongored by the Federal Govern-
ment shall be permissible if authorized
by the Federal awarding agency. User
charges shall be treafed as program in-
Come.

(e} Whaen acguiring replacement
equipment, the recipient may use the
eguipment to be replaced as trade-in or
seil the eguipment and use the pro-
ceeds to offset the cosis of the replace-
ment equipment subject to the ap-
proval of the Federal awarding agency.

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

1} Equipment records shall be main-
sained accurately and shall include the
follewing information.

(i) A description of the equipment.

(iiy Manafacturer's serial number,
model number, Federal stock number,
national stock number, or other identi-
fication number.

f1i1) Source of the squipment, includ-
ing the award number.

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

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

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

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

{viii) Unit acquigition cost.

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

(2) Equipment owned by the Federal
Government shall be tdentified {o indl-
cate Federal ownership.

{3) A physical inventory of equipment
shall be taken and the results rec-
onciled with the eguipment records at
least once every two years, Any dif-
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ferancees  between guantities dever-
mined by the physical inspection and
those shown in the accounting records
shall be investigated to determine the
causes of the difference. The recipient
shall, in connection with the inven-
tory, verify the existence, current uti-
lization, and gcontinued need for the
squipment.

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

(5) Adequate maintenance procedures
shall be implemsented to keep the
aqitipment in gocd condition.

{6) Where the recipient iz authorized
or required to sall the eguiprment, prop-
er sales procedures shall be esfablished
which provide for competition to fhe
extent practicable aznd result in the
highest possible return.

(g} When the recipient no longer
needs fthe equipmens, fhe egquipment
may be used for other activities in ac-
cordance with the following standards.
For equipment with a current per unit
fair market vatue of $5000 or more, the
recipient may retain the eguipment for
other uses provided that compensation
is made to the original Federal award-
ing agency or Its successor. The
amount of compensation shall be com-
puted by applying the percentage of
Federal parsicipation in the cost of the
original project or program to the cur-
rent fair market value of the equip-
ment. If the recipient has no need for
the equipment, the recipient shall re-
guest disposition instructions from the
Federal awarding agency. The Federal
swarding agenecy shall determine
whether the esquipment can be used to
meet the agency’'s reguirements. If no
requirement exists within that agency,
the availability of the equipment shall
be reported to the General Services Ad-
ministration by the Federal awarding
agency Lo determine whether a require-
ment for the equipment exists in other
Federal agencies. The Federal award-
ing agency shall issie instructions to
the recipient no later than 120 calendar
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dayrs afuer ine recipient’s reguesl and
the fulipwing procedures shall govern.

{1y 1f su instructed or if dispositicn
inswructions are not issued within 120
calendar days after the recipient’s re-
guest, the reciplent shall sell the
egquipment and reimburse the Federal
awarding agency an amouni computed
by Applying to the sales proceeds the
percentage of Federal participation in
the cost of the original project or pro-
gram. However, the recipient shall be
permitted to deduct and retain from
the Federal share 3500 or ten percent of
the proceeds, whichever is less, for the
recipient’s selling ané handling ex-
penses.

(2) If the recipient is instructed to
ship the equipment elsewhere, the re-
cipient shall be reimbursed by the Fed-
sgral Government by an amount which
is computed by applying the percent-
age of the recipient’s participation in
the cost of the original project or pro-
gram to the current fair market value
of the eguipment, pius any reasonable
shipping or interim storage costs in-
curreg,

(3) If the recipient is instructed to
octherwise dispose of the equipment, the
recipient shall be reimbursed by the
Federal awarding agency for such cosis
ineorred in its disposition

(4) The Federal awarding agency may
reserve the right to transfer the title
{0 the Federal Governmeni or to a
third party named by the Federal Gov-
erniment when such third party is oth-
erwlse eligible under existing statutes.
Such wransfer shall be subject to the
{oliowing standards,

(1) The eguipment shall he appro-
priately identified in the award or cth-
erwise meaede known to the recipient in
writing.

(ii) The Federal awarding agency
shall issue disposition instructions
within 120 calendar days after receipt
of 2 final inventory. The final inven-
tory shall list all equipment acguired
with grant funds and {ederally-owned
equipment. If the Federal awarding
agency fails to issue dispositicn in-
structions withir the 120 calendar day
period, the recipient shall apply the
standarde of this section, a8 appro-
priate,

(11} When the Federal awarding
agency exercises its right to take title,

©n

-1

§215.36

the eqaipment shall Le sabjecl W6 the
provisions for Isgerally-vwned eguaip-
ment.

t215.835 Supplies and other

abie property.

expend-

{3 Title to supplies and other ex-
pendable property shall vest in the re-
cipient upon acquisifion. If there i a
residual inventory of unused supplies
exceeding $500C in total aggEregate
value npon termination or completion
of the project or program and the sup-
plies are not needed for any other fed-
erally-sponscored project or program,
the recipient shall retain the supplies
{for use on non-Federal sponsored &ac-
tivities or sell them, but shall, in ei-
ther case, compensate the Federal Gov-
srnment for its share. The amount of
compensation shall be computed in the
same manner as for equipment.

{v) The recipient shall not use sup-
plies acquired with Federal funds to
provide services Lo non-Federal outside
organizations for a fee that is less than
private companies charge for eguiva-
lent services, unless specifically aun-
thorized by Federal statute a8 long as
the Federal Government retains an in-
terest in the supplies.

§$215.56 Intangible property.

{a) The recipient may copyright any
work that is subject to copyright and
was developed, or for which ownership
was purchased, under an award. The
Federal awarding agency(ies) reserve a
royalty-free, nonexclusive and Iirrev-
ocable Tight to reproduce, pablish, or
otnerwise use the work {or Federal par-
poses, and to anthorize others to do so.

(b) Recipients are subject to applica-
ble regulations geoverning patents and
inventions, including government-wide
regulations issued by the Department
of Commerce at 37 CFE part 401,
“Rights to Inventions Made by Non-
profit Organizations and Small Busi-
ness Pirme Under Government Grants,
Contracts and Cooperative Agree-
ments.”’

(c) The Federa]l Government has the
right to:

(17 Obtain, reproduce, publish or oth-
erwise use the data first produced
under an award.




§215.37

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

idy (1) In addition, In response to a
Freedom of Information Act (FOIA) re-
quest for research data relating to pub-
lished research findings produced under
an award that was used by the Federatl
Government in developing an agency
action that has the force and effect of
law, the Federal awarding agency shall
requess, and the recipient shall pro-
vide, within & reasonable time, the re-
search data so that they can be made
avaltlable to the public through the pro-
cedures established under the FOIA. If
the Federal awarding agency obtalns
the research data solely In response %o
a FOIA request, the agency may charge
the raguester a reasonable fee equaling
the full incremental cost of obtaining
the research data. This fee should re-
flect costs incurred by the agency, the
recipient, and the applicable subrecipi-
ents. This fee is in addition to any fees
the agency may assess under the FOIA
(5 U.8.C. 552(a)(4)A)).

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

(i) Research data is defined as the re-
corded factual material commonly ae-
cepted In the sclentific communify as
necessary to validate research findings,
but not any of the following: Prelimi-
nary analyses, drafts of scientific pa-
pers, plans for future research, peer re-
views, or communications with col-
leagues. This “‘recorded” material ex-
cludes physical objects {e.g., laboratory
sampies). Research data also do not in-
clude:

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

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

(i} Published is defined ag either
when:

(A) Research findings are published
in 2z peer-reviewed scientific or tech-
nical journal; or
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(B} A FPederal agency puhlicly and of-
ficially oites the regsearch findings in
support of an agency action that has
the force and effect of law.

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

{eY Title to intangible property and
debt instruments acguired under an
award or subaward vegts upon acquisi-
tion in the recipient. The recipient
shall use that property for the origi-
nally-authorized purpose, and the re-
cipient shall not encumber the prop-
erty withouf approval of the Federal
awarding agency. When no longer need-
ed for the originally authorized pur-
pose, disposition of the intangible prop-
erty shall occur in accordance with the
provisicns of §215.34(g).

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

§215.37 Property trust relationship.

Real property, equipment, intangible
property and debt instruments that are
acquired or improved with Federal
funds shall be held in trust by the re-
cipient as trustee for the beneficiaries
of the project or program under which
the property was acquired or improved.
Agencies may require reciplents to
record llens or other appropriate no-
tices of record to indicate that per-
sonal or rezl property has been ac-
quired or improved with faderal funds
and that use and disposition conditions
apply t¢ the property.

PROCUREMENT STANDARDS

of procurement

§215.40 Purpose
standards.

Sections 21541 through 21548 set
forth standards for use by recipients in
estahlishing procedures for the pro-
curement of supplies and other expend-
azble properby, equipment, real property
and other services with Federzl funds.
These standards are furnished to en-
sure that such materials and services
are obtained in an effective manner
and in compliance with the provisions
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of applicable Federal suablitses ant ex-
ecutive orders. No additional procure-
ment standards or requirements snall
be amposed DY the Federal awarding
agencles upon reciplents, unless spe-
pifically required oy Federal stasute or
executive arder or approved by OMBEB.

t215.41 HRecipient responsibilities.

The standarde contzained in this sec-
tion 4o not relieve the recipient of the
gontractual responsibilities  arising
under its contract(s). The recipient is
the responsiple anthority, without re-
course to the Federal awarding agency,
regarding the settlement and satisfac-
tion of al]l contractual and administira-
tive issueg arising out of procurements
entered into in support of an award or
other agreement. This includes dis-
putes, claims, protests of award, source
evaluation or other matters of a con-
tractual nature. Matlers concerning
violation of statute are to be referred
to such Federal, State or local anthor-
ity as may have proper jurisdiction.

£215.42 Codes of conduet.

The recipient shall maintain written
standards of conduct governing the
performance of its employees engaged
in the award and administration of
contracts. No employee, officer. or
agent shall participate in the selection,
award, or administration of & contract
supported by Federal funds if a real or
appareni conflict of interest would be
involved, Buch a conflict would arise
when the employee, officer, or agent,
any member of his or her irmmediate
{family, his or her partner, or an orga-
nization which employs or is abont io
smpley any of the parties indicated
herein, has 2 financial or cther interest
in the firm selected for an award, The
officers, employees, and agents of the
recipient shall neither solicit nor ac-
cept gratuities, favors, or anything of
monetary value irom contractors, or
parties to subagresments. However, re-
cipients may set standards for situa-
tione in which the financial interest is
not substantial or the gift i an unso-
licited item of nominal value. The
standards of conduct shall provide for
disciplinary actioms to be applied for
violations of such standards by offi-
cers, employees, or agents ol the rs-
clpient.

§215.44

£215.43 Competition.

A]] procurement transactions snall
be conducted in a manner to provide,
to the maximum extent practical. ocpen
and {ree competition. The recipient
shall he alert to organlzational con-
flicts of ingerest as well as noncompeii-
tive practices among coniractors that
may resirict or eliminate competision
or otherwise restrzin itrade. In order to
ensure cobjective contractor periorm-
ance and eliminate unfair competitive
advantage, contractors that develop or
draft  specifications, reguirements.
statements of work, invitations {or
pids and/or reguests {or proposals snall
be excluded from competing for sach
procuremsants. Awards shall be made to
the bidder or offeror whose bid or offer
ig responsive to the solicitation and is
rmost sdvaniageons to the recipient,
price, quelty and other factors consid-
ered. Solicitations shall clearly set
forth all requirements that the bidder
or offeror shall fmlfili in order for the
bid or offer to be evaluated by the re-
cipient. Any and all bids or offers may
be rejected when if 15 in the recipient’s
interest te do so.

$216.44 Procurement procedures,

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

(1) Recipients avoid purchasing un-
necessary items.

(2) Where appropriate, an analysis is
made of lease and purchaze alter-
natives to determine which would be
the most economical and practical pro-
curement {or the Federal Government.

(3) Solicitations for goods and serv-
ices provide {or all of the {ollowing.

(i} A clear and accurate descripiion
of the tecnnical! requirements for the
material, product or service LG be pro-
cured. In competitive procurements,
such & description shall not contain
{eatures which wunduly restrict com-
petitien.

(11) Reguirements which the bildder/
offeror must fulfili and all otner fac-
vors to be used in evaluating bids or
proposals.

(iii) A description, whenever prac-
ticable, of technical reguirements in
verme of functions to be performed or
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performance reguirad, including the
range of acceptable characteristics or
minimum acceptahie standards.

fiv) The specific features of ‘“‘brand
name or squal’ descriptions that bid-
ders are required to meet when such
{tems are included in the solicttation.

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

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

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

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

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

(3) Consider in the confract process
whether firms competing for larger
contracts inftend to subcontract with
small businesses, minority-cwned
firms, and women's business enter-
prises.

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

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

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

2 CFR Ch. i {1-1-0¢ Edition)

propriate for the particular procure-
ment and for promoting the best inter-
est of the program or preject involved.
The  ‘‘cost-plus-a-percentage-of-cost”
or ‘“‘percentzge of construction cost”
methods of contracting shall not be
nsed.

{d) Contracts shall be made only with
responsible contractors who possess
the potential abillty to perform suc-
cessfully uander the terms and condi-
tions of the proposed procurement.
Consideration shall he given to such
matters ag contractor integrity, record
of past performance, financial and
technical resources or accessibility to
other necessary resources. In certain
circumstances, contracts with certain
parties are restricted by agenciesg’ im-
plementation of E.05 125649 and 12688,
""Debarment and Suspension.”

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

(1) A recipient’s procursment proce-
dures or operation fafls to comply with
the procurement standards in the Fed-
sral awarding agency's implementation
of this part.

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

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

(4 The proposed award over the
smali purchase threghold is to he
awarded to other than the apparent
low bidder under a sealed hid procure-

. ment.
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{8) A proposed contract modification
changes the scope c¢f a contract or in-
creases the contract amount by more
than the amount of the small purchase
sthreshold.

§215.45 Cost and price analysis.

Some form of cost or price analysis
shali be made and documented in the
procurement files in connection with
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every procuremsnt action. FPrice anal-
vsle may be accomplished in various
ways, lacluding the comparison of
price guotations submitied, market
prices and similar indiciz, together
with discounts. Cost analysis is the re-
view ang evaluation of each element of
cost o determine reasonableness,
allocability and aliowability.

£215.46 FProcurement records.

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

(a) Basie for contractor selection;

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

(¢) Basig for award cost or price.

§21547 Contract administration.

A system for contract administration
shall be meintained  to ensure con-
tractor conformance with the terms,
conditions and specifications of the
contract and to ensurs adequate and
timely iollow up of all purchases. Re-
cipients shall evaluate contractor per-
formance and document, as appro-
priate, whether contractors have met
the berms, conditions and specifica-
tions of the contract.

£215.48 Contract provisions.

The recipient shall include, in addi-
ticn o provisions to define & spund and
complete agreement, the {ollowing pro-
visione in all contracts. The [ollowing
provisions shall also be applied to sub-
contracts.

{a) Contracts in excess of the small
purchase threshold shall coniain con-
tractual provisions or conditions that
allow for adminigtrative, ¢ontragtual,
or legal remedies in instances in which
a contractor viplates ¢r breaches the
contract terms, and provide for such
remedial actions as may be appro-
priate.

(by All conbracts in excess of the
small purchase threshold shall contaln
suitable provisions {or termination by
the recipient, including the manner by
which termination shall be effected
and the basis for settlement. In addi-
tion, such contracis shali describe con-
ditions ander which the contraci may
be terminated for default as well ae
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ponditiong wnere bthe congract may De
terminaied because ©of circumsiances
pevondé the control of the convracLor.

(c; Except as otherwise required by
statute, arn award that reguires the
contracting (or subcontracting) for
construction or facllity improvements
snall provide {or the recipient vo follow
ite own reguirementus relating to bid
guarantees, perlormance bonds, anc
payment bonds unless the construction
coniract or subcontract exceeds
5100,000. For those contracts or sub-
contracts exceeding 3100,000, the Fed-
eral awarding agency may accept the
bonding pelicy and regquirements of the
recipient, provided the Federal award-
ing agency has made a determination
that the Federal Government’s interest
i adegunately protected. 1f such a de-
termination has not been made, the
minimum requirements shall be as fol-
lows.

(1y £ bid guarantee from each bidder
gquivalent to five percent of the bid
price. The *bid guarantee” shall con-
sist of & firm commitment such as a
hid bond, certified check, or other ne-
gotiable instrument accompanying a
bid as assurance that the bidder shall,
upon acceptance of his Dbid, execute
such conftractual documents as may be
required within the time specified.

{2} A periormance bond on the part of
the contractor for 106 percent of the
contract price. A “performance bond™
is one executed in connection with a
contract to secure fulfillment of all the
contractor's obligations wundsr such
contract.

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

{4} Where bonds are reguired in the
situations described herein, the bonds
shal} be obtained from companies hold-
ing certificates of authority as accepi-
able sureties pursuant to 31 CFR part
223, “'Surety Companies Doing Business
with the United Stabes.”

{d) A1) negotlated contracis (except
those for lesss than the small purchase
threshold; awarded by reciplents shall
inglude & provision to the eflegt that
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the recipient, the Federal awarding
agency, the Comptrelier General of the
United States, or any of their duly au-
thorized representatives, shall have ac-
cess Lo any bools, documents, papers
and records of the contractor which are
directly pertinent to a specific pro-
gram for the purpose of making audifs,
examinations, excerptis and tran-
scriptions.

(e) All contracts, including small
purchases, awarded by recipients and
their contractors shall contain the pro-
curement provisions of appendix A to
this part, as applicable.

REPORTS AND RECORDS

§216.50 Purpose of reports and

records.

Sections 21551 through 21553 set
forth the procedures for monitoring
and reporting on the recipient's finan-
cial and program performance and the
necessary standard reporbing forms.
They also set forth record retention re-
quirements.

§215.51 Monitoring and reporting pro-
gram performance.

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

{by The Federal awarding agency
shall prescribe the frequency with
which the performance reports shall be
submitted. Except as provided In
§9215.51(f), performance reports shall
not he required more freguently than
guarterly or, less frequently than an-
nually. Annual reports shall be due 90
calendar days after the grant year,
quarterly or semil-annual reports shall
be due 30 days after the reporting pe-
riod. The Federal awarding agency may
require annusal reports before the anni-
versary dates of multiple year awards
in Heu of these reguirements. The final
performance reports are due 90 cal-
asndar days after the expiration or ter-
mination of the award.

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

(1) A comparison of ac¢tual accom-
plishments with the goals and objec-
tives established for the period, the
findings of the {nvestigator, or both.
Whenever appropriate and the output
of programs or projects can be readily
guantified, such quantitative data
should be related to cost data for com-
putation of unit costs.

(2) Reasons why establishsd goals
were not met, i appropriate,

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

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

{f) Recipients shall immediately no-
gify the Federal awarding agency of de-
velopments that have a significant im-
pact on the award-supported activities.
Also, notification shall be given in the
case of problemg, delays, or adverse
conditions which materially impair the
ability to meet the objectives of the
award. This notification shall inciude a
statement of the action taken or con-
templated, and any assistance needed
to resolve the situation.

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

(h) Federal awarding agencies shall
comnply with clearance requiremsnts of
5 CFR pert 1320 when requesting per-
formance data from recipients.

§215.52 Financial reporting.

(a) The following forms or such other
forms as may be zpproved by CMB are
autherized for obtaining financial in-
formation from recipients.

(1) SF-269 or S¥-260A, Financial Sta-
tuse Report.

(i} Each Federal awarding agency
shall require recipients %0 wse the SF-
269 or SF-269A to report the status of
funds for all nconcenstruction projects
or programs, A Federal awarding agen-
cy may, however, have the option of
not requiring the SF-269 or SF-269A
when the SF-270, Request for Advance
or Relmbursement, or SF-272, Report
of Federgl Cash Transactions, is deter-
mined to provide adeguate information
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Le rmeel ite needs, except bhat & fins
SF-96¢ oy BF-260A shall be reguired at
the completion of the project when the
SF-270 is used only {or advances.

(i1} The Federal awarding agency
shall prescribe whether the report shall
be on a cash or accrual basis. If the
Federal awarding agency requlres ac-
crual information and the recipient’s
accounting records are not normally
¥ept on the aceruzl basis, the recipient
shall not be required vo convert ite ac-
counting system, but shall develop
such accrual information through best
estimates based on an analysis of the
documeniation on hand.

(i1i) The Federal awarding agency
shall determine the frequency cof the
Financial Statug Report Tor sach
project or program, considering the
size and complexity of the particular
project or program. However, the re-
port snzll not be required more fre-
guently than guarierly or less ire-
gquently than annnally. A final report
shall be required at the completion of
the agreement.

(ivy The Federal awarding agency
shall reguire recipients to submit the
S¥-269 or SF-285A {an original and no
more than two copies) ne later than 30
days after the end of each specified re-
porting period for guarterly and semi-
annual reports, and %0 calendar days
for annual and final reporis. Bxten-
sions of reporting due dates may be ap-
proved by the Federal awarding agency
upon request of the recipient.

{7y SF-272, Report of Federal Cash
Transactions.

(i) When funds are advanced to re-
cipients the Federal awarding agency
ehall reguire each recipient to submit
the SF-272 and, when necessary, its
continuation sheet, SF-2722. The Fed-
eral awarding agency shall use this re-
port to monitor caeb advanced to re-
cipients and £0 Obtain disbursement in-
{ormation for each agreement with the
recipients.

{11} Federal awarding agencies may
reqguire lorecasts of Federal cash re-
guirements in the “Remarks” section
of the report.

(iil; When practical znd desmed nec-
essary, Federal awarding agencies may
reguire recipients to report in the
“Rermarks” section the amount of cash
alvances recelved in excess of three

(o]

(5]

§21E.52

daye. Recipients shall provide short
narrative explanations of actions taken
to refuce the excess halances.

(1v; Heclpients shall be required to
submit not more than the original and
two copiss of the SF-272 15 calendar
days follewing the end of each quarter.
The Federal awarding agencies may re-
quire a rmonthly report {rom those re-
cipients receiving advances totaling §1
million Oor more per year.

(v) Federal awarding agencies may
waive the requirement for supmission
of the SF-212 for any one of the {ol-
lowing reasons:

{A) When monthly advances 4o not
exceed $25,000 per recipient, provided
that such advances are monitored
through other {orms contained in this
sestion;

(B) If, in the Federal awarding agen-
¢y’s Oopinion, the recipient’s accounting
controls are adeqguate Lo minimize ex-
cessive Federal advances; or,

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

(b) When the Federal awarding agen-
¢y needs additional information or
more frequent reports, the Iollowing
shall be cbsarved.

1> When additional information is
needed to comply with legislative re-
guirements, Federal awarding agencies
shall issue instructions to reguire re-
cipients to submit such information
gnder the “Remarks’’ section of the re-
DOTLE.

{2} When a Federal awarding agency
determines that a recipient’'s account-
ing system does not meet the standards
in §215.21, additional pertinent inior-
mation to further monitor awards may
be obtained npon written notice to the
recipient until sueh time as the system
is brought up to standard. The ¥Federal
awarding agency, in obtaining this in-
formetion, shall comply with report
clearance requirements of 5 CFR part
1320,

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

{4; Federal awarding agencies may
accept the identical infermation from
the recipients in machine readabie for-
mal or computer printouts or elec-
tronic outputs in lisu of prescribed for-
mals.
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(57 Pederal awarding agencies may
provide computer or electronic outpuss
Lo recipients when such expedites or
contributes to the accuracy of report-

ing.

4215.583 Retention and access require-
ments for records.

(o) This section sets forth reguire-
ments [or record retention and access
to records for awards to recipients.
Federa! awarding agencies shall not
impose any other record retention or
access requirements upon reciptents.

{(b) Pinancial records, supporting doc-
uments, statistical records, and all
other records pertinent to an award
shzll be retalned for a period of three
vears from the date of submission of
the final expenditure report or, for
awards that are renewed quarterly or
annually, from the date of the submis-
sion of the guarterly or annual finan-
zial report, as authorized by the Fed-
eral awarding agency. The only excep-
sions are the following.

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

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

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

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

(¢) Copies of original records may be
substituted for the original records if
anthorized by the Federal awarding

2gency.
(@) The Federal awarding agency
shall request transfer of certain

records to its custody from recipients
when it determines that the records
possess long term retention value.
However, in order to avoid duplicate
recordkeeping, a Federal awarding
agency may malke arrangements for re-
cipients to retain any records that are
continuously needed for joint use.
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(e) The Federal awarding agency, the
Inspector General, Comptroller Gen-
eral of the United States, or any of
their duly authorized representatives,
have the right of timely and unre-
stricted access to any boolks, docu-
ments, papers, or other records of re-
cipients that are pertinent to the
awards, in order to make audits, ex-
aminations, excerpts, transcripts and
copies of such documents. This right
also includes timely and reasonable ac-
cess to a reciplent's personnel for the
purpose of interview and discussion re-
lated to such documents. The rights of
aceess in this paragraph are not lim-
ited to the required retention period,
but shall last as long as records are re-
tained.

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

(gy Indirect cost rute propasals, cost al-
locations plans, etc, Paragraphs {gX1)
and (g)2) of this section apply to the
following types of documents, and their
supporting records: indirect cost rate
computations or proposals, cost alloca-
tion plans, and any similar accounting
computations of the rate at which a
particular group of costs is chargeable
{such as computer usage chargeback

rates or composite fringe benefis
rates).

(1) If submitied for megotiation. If the
recipient submits {0 the Federal

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

(2) If not submitted for negotiction. If
the recipient is not required to submit
tc the FPederal awarding agency or the
subrecipient is not required to submit
to the recipient the proposal, plan, or
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UThel Compubtation lor negotiablel par-
poses, then the 3-year retentlon period
{or the proposal, plan, or other com-
putatior and 14§ SUPPOrIng Tscords
tarts at the ené of the fiscal year (or
other accounting period) covered by
the proposal, plan, or other compula-
tion.

TERMINATION AND ENFORCEMENT

$215.60 Purpose of termination and
enforcement,
Sections 215.61 and 215.62 set forth
uniform suspension, terminatlon and
enforcement procedures.

§215.61 Termination.

() Awards may be iferminaled in
whole or in part only i paragraphs
(&)1}, (2) or (3) of this section apply.

1) By the Federal awarding agency,
if 2 recipient materially fails to com-
ply with the terms angd conditions of an
award.

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

(3) By the recipient upon sending to
the Federal awarding agency written
notification setting forth the reasons
{for such termination, the effschive
date, and, in the case of partial termi-
nation, the portion 0 he terminated.
However, if the Federal awarding agen-
cy determines in the case of partial
termination that the reduced or modi-
fied portion of the grant will not ac-
complish the purposes for which the
grant was made, it may terminate the
grant in its entirety under either para-
graphs (a)1) or (2} of this section.

(o) I costs are allowed under an
award, the responsibilities of the re-
cipient referred to in §21571(a), includ-
ing those {or property management as
applicable, shal! be considered in the
termination of the award, and provi-
sion shall be made for continuing re-
sponsibilities of the recipient after ter-
mination, as appropriate.

§215.62 Enforcement

(a) Remasadies for noncompliance. 1f & re-
cipient materially {alls Lo comply with

n

§215.62

the terme and couditions of arn award.
whetner stated in = Federal statule,
reguiation, assurance, apblication, or
notlice of award, the Federal awarding
agency may, in additiom %o imposing
any of the special conditions outlined
in §215.14, take one or more of the {ol-
lowing actione, as appropriate in the
circumstances.

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

(Zy Disallow (that is, deny both use of
{funds and any applicable matching
credit fory all or part of the cost of the
activity or action not in compliance.

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

(43 Witkhold further awards for the
project or prograr.

{6y Take other remedies that may be
legally available,

(b)y Hearings and appeals. In taking an
enforcement action, the awarding
agency shall provide the recipient an
opporsunity for hearing, appeal, or
other administrative proceeding to
which the recipient iz entitied uander
any statute or regulation applicable to
the action invelved.

{cy Effects of suspension and termi-
nation. Costs of a recipient resulting
from obligations incurred by the re-
cipient during a suspension or after
termination of an award are not allow-
able uniess the awarding agency ex-
pressly authorizes them io the notice
of suspension or termination or subse-
guently. Other recipient costs duaring
suspension or after btermination which
are necessary and not reasonably
avoidable are allowable if paragraphs
(¢33 and {2) of this section apply.

(1} The costs resilt from obligations
which were properly tncurred by the re-
cipient before the effective date of sus-
pension or termination, are not in an-
ticipation of it, and in the case of a ter-
mination, gare noncancellable.

{2) The costs would be aliowahle if
the award were not suspended or ex-
pired normally at the end of the {und-
ing pericd in whicli the termination
takes effect.

(@} Relationship to debarmen?l and sus-

pension. The enforcement remedies
identified in this section, including
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suspensicn  and termination, do nob
preciude a recipient {rom bheing subject
to debarment and suspension under
E.0O.s 125849 and 12689 and the Federal
awarding agency implementing regula-
tions (see §216.13).

Subpari b—Afier-the-Award
rRequirements

$215.7¢ Purpose.

Sections Zi5.71 through 215.73 contain
closeout procedures and other proce-
dures for subsequent disallowances and
adjustments.

§216.71 Closeout procedures,

(a) Recipients shall submit, within 90
calendar days after the date of comple-
tion of the award, all financial, per-
formance, and other reporis as required
by the terme and conditions of the
award. The Federal awarding agency
may approve axtensions when re-
quested by the recipient.

{b) Unless the Federal awarding agen-
oy authorizes an extension, 2 recipient
shall lguidate all obligations incurred
under the award not later than 90 cal-
endar days after the funding perfod or
the date of completion as specified in
the terms and conditions of the award
or in agency implementing instruc-
tions.

(e} The Federal awarding agency
ghall make prompt payments to a re-
cipient for allowable reimbursable
costs under the award being closed out.

{d) The recipient shall promptly re-
fund any balances of unobligated cash
that the Faderal awarding agency has
advanced or paid and that is not au-
thorized to be retained by the recipient
for use in other projects. OMB Circular
A-129 governs unreturned amopunts that
hecome delinquent dehis.

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

{f) The recipient shall account for
any real and personal property ac-
guired with Federal funds or received
from the Federal Government in ac-
cordance with §215.31 through §2315.37.

{g) In the event a final audit has not,
bheen performed prior to the closeocut of
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an award, the Federal awarding agency
shall retain the right to recover an ap-
propriate amount after fully consid-
ering the recommendations on dis-
aliowed costs resulting from the final
andlit.

§215.72 Suhsequent adjustments and
continuing responsibilities.

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

(1) The right of the Federal awarding
agency bo disallow costs and recover
funds on the basis of a later andit or
other review. '

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

(3 Audit reqguiremeants in §215.26.

(1) Property management reguire-
ments in §215.81 through §215.37.

{5) Records retention as required in
§215.53.

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

(69 FR 26281, May 11, 2004, as amended at 70
¥R 51881, Aup. 31, 2005)

$215.73 Collection of amounts due,

{a) Any funds paid to a recipient in
excess of the amount to which the re-
cipient is finally determined to be enti-
tled under the terms and conditions of
the award constitute a debt to0 the Fed-
eral Government. If not paid within a
reasonable period after the demand for
payment, the Federal awarding agency
may reduce the debt by paragraphs
(a)(1), (2} or (3) of this section.

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

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

(3) Taking other action permitted hy
statute,

(b) Except as otherwise provided by
law, the Federal awarding agency shall
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ORE Circualars and Guidance

charge interest on &n overdue debt in

wocoraance with 4 CFPR Chapter 11,
Federal  Claims  Collection Lang-
ards.”

APFENDIY & To FPLRT 2)5—CORTRACT

PROVIZIONE

a1l contracts, awarded by a regipient in-
cluding smell purchases, shall tontain the
1o)lowing provisions as applicable:

1. Egual Employment Opportunity—All con-
tracts shall contain a provision requiring
compliance with E Q. 11246, ''Equal] Employ-
ment Opportunivy’ {30 FR 12319, 120835, 2
CFR, 1064-1965 Comp., . 339), as amended by
E.0 11376, “Amending Exscutive Order 11246
Relating to RBgual Employment Oppor-
tanisy,” and as supplemented by regulations
at 41 CFR parti 60, "Olffice ol Federal Con-
tract Compliance Programs, Eqnal Employ-
ment Opportunity, Department of Labor.”

2. Copeland ''Anti-Kickback' Act (18 U.S.C.
874 and 40 U.5.C. 276c)—Al) contracts and Sub-
grants in excess of $2000 {or construction or
repair awarded by recipents and subrecipi-
ents shall include & provision {or compliance
with the Copeland “Anti-Eickback” Act (18
U.B.C. #874), as supplemented by Department
of Laber repulations (2% CFR part 3, “Con-
tractors and Bubsontractors or Public Build-
ing or Public Work Financet in Whole or in
Part by Loans or Grants {rom the United
Staves'"). The Act provides thai each con-
tractor or subrecipient shall be prohibited
irom inducing, by any means, any perscn
employed it the construction, completion, or
repair of public work, to give up any part of
the compensation to which he is otherwise
entivled. The recipient shall report 21l sus-
pected or reported violations to the Federal
awarding agency.

4 Dovis-Hocon Act, as amended (40 U.S.C.
2760 to a-7i—Wheo reguired by Federal pro-
grain legislation, all construction contracts
awarded by the recipients and subrecipients
of more thano 32000 shal] include = provisicn
for compliance with the Davis-Bacon Act (40
U.8.0. 2762 to a-T) and as supplemented by
Deparvment of Labor regulations (28 CFR
part b, “Labor Standards Provisions Applica-
ble to Contracts Governing Federally Fi-
nanced and Assisted Construction”) Under
this Act, contractors shall be reguired to pay
wages to laborers and mechanics at a Tate
not less than the minimum wages specilied
in a wage determination made by the See-
retary of Labor. In addition, contractors
shall be reguired vo pay wages not less thanp
once a week The recipient shall place a copy
of the current prevalling wage determination
issued by the Department of Labor iz each
solicitation and the award of 2 contract shall
e conditloned upon the accepiance of the
wage determination. The recipient shall re-
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Lo wll suIpochbel OF rEpOrtked viclaliohh Lo
the Federal awarding agency

4. Contract Work Hours and Scfely Standards
Aci (40 U.5.C. 327-333—Where applicable, all
contracts awardel DY reciplents in excess of
32000 for CODSLrUCLIOL conbracls and 1n ex-
cess of 32600 for other contracCle that involve
the employment of mechanics or laborers
shall inelude & provision {07 compliance witlh
sections 102 and 107 of the Contracl Work
Hours and Safety Standards Act 40 U.S.C.
327-533;, as suppiementeé by Department of
Labor regulations (29 CFE part 5. Under sec-
tion 102 of the Act, each contractor shall be
reqired to compute the wages of every me-
chanic and laborer on the basis of 2 standard
work week of 40 hours. Work ip excess of the
standard work week 1s permissibie provided
that the worker is compensated at 2 rate of
noi less than 1% tlmes the basic rate of pay
{for al]l hours worked in excess of 40 hours in
the work week. Secficn 107 of the Act iz ap-
plicable to construction work and provides
that no laborer or mechanic shall be raquired
o work ip surroundings or under working
conditions which sre upsanitary, hazardous
or fdapgerous, These requirements 4o not
apply to the purchases ol supplies or mate-
rials or articles ordinarily avaliable on the
open market, or contracts for transporiation
or trapnsmission of intelligence.

b. Rights to Jnventions Mode Under a Con-
tract or Agreemeni—Contracis Or agreements
for the performance of experimental, dzvel-
opmental, or regearch work shall provide for
the rights of the Federal Government and
the recipient in any resulting invention in
accordance with 37 CFR part 401, “Righte to
inventions Made by Nonprofit Organizations
ané Small Business Firms Under Govern-
ment Grants, Contracts and Cooperative
Agreements,” and any implementing regola-
tions issued by the awarding agency.

6. Cleagn Air Act (42 U.5.C. 7401 el seqg.) and
the Federal Waoter Pollution Control Aot (33
7.8.C. 1251 el seq.), as amended—Contracts
and swobgrants of amounts ino excess of
3100,000 shall contain a provision that re-
guires the recipient to agree to comply with
a1l applicable standards, orders or reguia-
tions issued pursuant to the Clean Air Act
(42 UJ.8.C. 7401 ef seg.) and the Pederal Water
Poligtion Control Act es amended (33 U,B.C.
1201 et seq.). Vipclations shall be reporied o
the Federal awarding agency and the Fe-
gional Office of the Environmental Protec-
tion Agency (EPA).

7. Byrd Anti-Lobbying Amendment (3] U.S.C
1352}—Contractors who apply or bid for an
award ol $100,000 or more shall file the re-
quired certification. Bach bGier certifies to
the tier ahove that it will not ané has not
used Federal appropriated funds to Day any
person Or organiration for influencing or at-
tempting to influsnce an officer or employee
of any agency, 2 member of Congress, officer
or empiayee of Congress, o7 ar empiovee of 2

4
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Pt. 220

member of Congress In connection with ob-
saining any Federal congraci, grant or any
other award covered by 31 U.S.C. 1352. Bach
tler shall also disclose any lebbying with
non-Federal funds that takes place in con-
nection with obtalning any Federal award.
Such disclosures are forwarded from tier to
wWer up to the recipient

8. Debarment and Suspension (E.C.s 12849
and 12689»-A contract award with an
amount expected to equal or exceed 325,000
and certain other contract awards (see 2 CFR
180.220) shall not be made to parties listed on
the government-wide Bxcluded Parties List
System, {n accordance with the OM3B guide-
lines at 2 GFR part 180 that implement E.O.8
12549 (32 CFR, 1996 Comp., p. 189} and 12689 (3
CFR, 1989 Comp., p. 235), "Debarment and
Suspension." The Excluded Parties List Sys-
ter contains the names of parties debarred,
suspended, or otherwise excluded by agen-
cles, as well as parties declared lneligible
ender statutery or regulatory authority
other than E.O. 12549,

68 FR 26281, May !1, 2004, as amended at 70
FR. 51879, Aug. 31, 2005)

PARTS 216-219 [RESERVED]

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

Sec.

220.5 Purpose.

220.10 Scope.

220.1F Policy.

220.20 Appllcablility.

226.25 OME responsipilities.

o903 Federal agency responsibllities.

020.35 Effective date of changes.

790.4¢ Relationship to previcus issuance.

220 46 Informatlon contact.

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

AUTHORTTY: 31 U.S.0. 503; 31 U.8.C. 1111; 41
U.58.C. 405; Reorganization Plan No. 2 of 1870;
E.0. 11541, 35 FR 10737, 3 CFR, 19688-1970, p.
939,

SouRcE: T FR B180Y, Aug. §1, 2005, unless
otherwise noted.

§220.6 Purpose.

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

&8

2 CFR Ch. Il {1-1-06 Edition}

§220.10

The principles in this part deal with
the subjecl of cost determination, and
make no atternpt to identify the cir-
cumstances or dictate the extent of
agency and Institutional participation
in the financing of & particular project.
Provision for profit or other inerement
abave cost 18 ovtside the scope of this
part.

Scope,

§220.15 Poliey.

The principles in this part are de-
signed to provide thaet the Federal Gov-
ernment bear its fair share of total
costg, determined in accordance wifh
generally accepted accounting prin-
aiples, excepd where restricted or pro-
hibited by law. Agencies are not ex-
pected to place additional restrictions
on individual items of cost. The suc-
pessful application of cost accounting
principles requires daveloprment of mu-
tual understanding between represent-
atives of educational institutions and
of the Federal Government as Lo their
scope, irnplementation, and interpreta-
tion.

§220.20 Applicability.

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

(b) Each federal agency that awards
defense-related contracts to a Feder-
ally Funded Research and Development
Center (FFRDC) associated with an
educational institution shall require
the FFRDC to comply with the Cost
Accounting Standards and with the
rules and regulations issued by the
Cost Accounting Standards Board and
set forth in 47 CFR part 29,

§220.25 OMB responsibilities.

OME is responsible for:

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

(b). Interpreting the policy require-
ments in this pari and providing assist-
ance to ensure effective and efficient
implementation.
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OF EYDOUTIVE DEPARPTHMENTC ANL EETABLISHMERTE

- Principles for Non-Profin Organizations

: Purpose. This Tircular establishes principles for determining coste of
grants, CONTracls anc oLher agresments with non-profit organizations. It does
not apply to coileges and universities which are coveread by Offlce ¢f Management
and Budget (OMB) Circular k-21, "Cost Principies for Bducational Inst-itutions”;
S:a*&, lozal, and federally-recognized Indian tribal governments which are
covered by OME Circular Z2-67, "Cost Principles for State, Local, and Indian
Lr;bal Governments"; or hosp tals. The principles are designed to provide that
tne Federal Government bear its fair share c¢f costs except where restricted or
pronibited by law. The p:ﬁnc1ples do not attempt to prescribe the extent of
cost sharing or matching on grants, contracts, or other agreements. Howewver,
such cost sharing or matching shall not be accomplished through arbirtrary
limitaticns on individuzl cost elements by Federal agencies. Frovision for

profit or other increment above cost 1s cutside the scope cof this Clircular.

?. Supersession. This Circular supersedes cost principles issued by individual
agencies for non-profit organizations.

3. Applicability.

a. These principles shall be used by &ll Federal agencies in determining
the costs of work performed by non-profit organizations under grants,
cooperative agreements, cost reimbursement contracts, and other contracts in
which costs are used in pricing, administration., or settlement. All of these
instruments are hereafter referred to zs awards. The principles do not apply to
awards under which an organization it not regquired to account to the Federal
Government for actual costs ilncurred.

b, 2ll cost reimbursement subawards (subgrants, subcontracts, etc.) are
subject to those Federal cost principles appiicable to the particular
crganlzation concerned. Thus, if a subaward is to & non-profit organization,
this rcular shall apply; if & subaward 1s to 2 commercial organization, the
cost pv1HCAples applicable to commercial concerns shall apply; if a subaward is
to & college or university, Circular 2-21 shall apply; if a subaward is to a
State, locsl, or federally-recogrized Indian tribsal government, Circular A-87
shall apply.

ATTACHM 7 j) ,,,,,,
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Spreralions, For 3 t
colieges and universities; {1} hospitals; {iil} State,
recognized Indian tribal governments; and {iv) Zhose
Lon- *ofit organizations which are luded from coverage of “his Tilrculer In
accordance with paragraph 5.

. Prior approval means securing the awsrding agency's permlss on In
advance to incur cost for those items that are designated as regquiring prior

approv al by the Circular. Generally this permission will be in writing. Where

r

an item of cost reguiring prior approval is specified in the budget of an award,

approval of the budget constitutes approval of that cost

. Exclusion of some non-profit organizations. Some non-profit crganizations,
because of —heir size and nature of operations, can be considered to be simiiar
commercial concerns for purpose of applicability of cost DVL“b-ples. Such
non-profit organizations shall operate under Federal cost principles applicable
to commercial Zoncerns. A& listing of these organizations is contained in
Attachment T. ©Other organizations may be added from time to time.

6. Kesponsibilities. MAgencies responsible for administering programs that
invoclwve awards to non-profit organizations snall implement the provisions of
this Circular. Upon request, implementing instruction shall be furnished to
OMBE. BAgencies shall designate a liaison official to serve as the agency
representative on mattars relating to the implementation of this Circular. The
name and tizle of such representative shall be furnished to OMB within 30 days
of the date of this Circular.

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

Attachment A - General Principles
Attachment B - Selected Items of Cost

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

. Requests for exceptions. OMB may grant sxceptions to the regquirements of
this Circular when permissible under existing law. However, in the interest of
achieving maximum uniformity, exceptions will be permitted only in highly

unusual circumstances.

9. Fffective Date. The provisions of this Circular are 2ffective lmmediately.
Implementation shall be phased in by incorporating the provisions inzo new
awards made after the start of the organization's next fiscal yesar For
=xisting awards, the new principles may be applied 1f an crganization and the
cognizant Federal agency agree. EBarlier implementation, or a dela
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£, REiiccable costs.

a E cost is allocable to a particulear cost objective, such as &
grant, contract, project, service, or other activity, in accordance with the
relative Senefits received., A cost Ls ellocaple to & Federa. awerd if it i
treated consistently with other costs incurred Zor the same purpose in like
circumstances and 1T !

Is incurred specifically for the award.

PSR
20
Ve

s both the award and other work and can hke
portion to the benefits received, ox

B
distributed In reasonab

nefi

e r

2 t
le pro
(3

) Is necessary to the overgll operation of the organization,
zithough a direct relationship to any particular cost okbjective cannot be shown.

b. Any cost allocable to & particular award or other cost objective
under these principles may not be shifted to other Federal awards to overcone
funding deficiencies, or to avoid restrictions imposed by law or by the terms

the award.

O:

52

Applicable credits.
a. The term applicable credits refers to those receipts,
reduction of expenditures which operate to offset or reduce eypanse items That
are azllocable tc awards as direct or indirect costs. Typical examples oI such
transactions are: purchase discounts, rebates or allowances, recoveries or
indemnitiss on lesses, insurance refunds, and adjustments of overpayments or
erronecus charges. To the extent that such credits accruing or received by
organization relate to allowable cost, they shall be c¢redited to the Federal
Government elither as cost reduction or cash refund, as appropriate.

or

5
i

he

[=]

b. In
Government to finance
treated as applicable

socme instances, the amounts received from the Federal
organizational activities or service operations should be
credits. Specificzlly, the concept of netting such credit

items against related
determining the rates
rendered whenever the
services heve been fin

c. For ru
Zrom federzlly-support
Budget [(OME) Circular

Bgreements with Instit
Profit Organizations.™

expenditures should be applied by the organizetion 1n
or amounts to be charged to Federazl awards for services
facilities or other resources used in providing such
anced directly, in whele or in part, by Federal funds.

les covering program income (i.e., gross income earned

ed activities) see Sec. .24 ©f Office of Management and
2-110, "Uniform Administrative Reguirements for Grants and
utions of Higher Education, Bospitals, zand Other Non-
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Condiiannal sXemMpLiong
a OMBE authovizes conditional sxemption fzom DOMB administrative
nts and zost principles circulars for certain ¥Yederal programs wiz
ly-authorized consolidated planning and consolidated administrative
that are identified by a Federal agency and approved by the head of
“ne Lyeculive department or establishment E Federal agency shall —ongult with
OME during lis consideration oIl whether to grant such an exemption
E. To promote efficiency 1n State and loceal progrzam administration,
when Federal non-antitlement programs with common purposes have specilic
statutorily-autherized consolidated planning and consciidated administrative
funding and where most of t{he State adgency's resources come from non-federal
3oUrces Federal agencies may exempt these covered 3tatez-administersd, non-
=nt lblame grant programs from ceriazin OMB grants management reguirements. Thz

ﬂxgmpbl ons would be from all but the allocabllity of costs provisicons of OME
ulars A-87 (httachment A, subsection C.3), "ZTest Principles for State

Lo:al, and Indian Tribal Governments, " B-21 (Section C, subpart 4}, "CDSL
Frinciples for Educational Institutions," and 2a-12Z (Attachment A, subsection
2 "Cost Principles for Non-Proflt Organizations," and from all of the

o

o

ive Requirements for Grants and Bgreements _b Institutions of
on, Hospitals, and Other Non-Profilt Organizations,” and Inz
rants management common ruls.

inistr

i a
her Edu

]

LAy,

dministrative requirements provisions of OMB Circular 2-110, "Uniiorm
dm

o

b

0

s}
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D
)
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¢. When a Fedaral agency provides this flexibility, as a
gquisite to a State's exercising this option, a State must adopt its own
en fiscal angd administrative reguirements for expending and accounting for
which are consistent with the provisions of OMB Circular B-87, and
uch policies to all subrecipients. These fiscal and administrative
pirements must be sufficiently specific to ensure that: funds are ussd in
:omml ance with all applicable Federal statutory and regulatory provisions,
costs are rezsonable and necessary for operating these programs, and funds are
not be used for general expenses required to carry out other responsibilities of
a State or its subreciplents.

?
U}

=
v QO
w

B. Direct Costs

1. Direct costs are those that can be identified specifically with a
particular final cost objective, i.e., a particular award, project, service, cor
other direct activity of an organization. However, a cost may not be assigned
to an award as a direct cost if any cother cost incurred for the same purpose, in
like circumstance, has been allocated to an award as an indirect cost. Costs
identified specifically with awards are direct costs of the awards and are to he
zssigned gdirectly thereto. Costs identifiied specifically with other final cost

8 —
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i The cest of oertsa ele ac on
avizras ses. for erample, 2 apn 17 o Ertacnment
kowever, evel though these purposes of
charges to Federzl awaras, rezTeg as di
purpuses of determining ind locatea the
orgarizatiorn's indirect cos 1ties whick
szlariez cf personnel, (2) f.+ from the crgan
indirect Ccoste

4 Tie costs of activities performed primarily as & servic
clients, or the general pukliic when significant and necessary o
crganizetvion’'s mission must be treated 25 direct costs wre:ner or not allowable
and be allocated an equitakle share of indirect costs. me examples of these
types of activities include:

&. Mazintenance of membership rolls, subscriptions, publiications,
and relateac functions.

b. Providing services ang Informztion to members, legislative or
administrative bodies, or the public.

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

d. Meetings and conferences except these held to conducst the
general administration of the organization.

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

£, Ahdministration ¢f group benefizs on behalf of members or
cxients, including iife and hospital insurance, annuity or retiremsnt plans,
financial aid, etc.

C. Indirect Costs

1. Indirect costs are those that have been incurred for common or Joint
objectives and cannot be readily ideptified with & particular final cost
ojective. Direct cost of minor amounts may be treated as indirect costs under
the conditions described in subparagreph E.Z2. After direct costs have been
determined and zssigned directly to awards or other work as appropriate,
indirect costs are those remaining tu be allocated to benefiting cost
objectives. 2 cost may not be allocated to an award as an indirect cost 1f any
other cost incurred for the same purpcee, in like circumstances, has been
assigned to an award as a direct cost.

2. Becasuse of the diverse chezracteristics and acccocunting practices of
nen-profit organizations, it is not poseible to specify the types of cost which
may be classified as indirect cost in all situations. However, typical examples
of indirect cost for many non-profit organizations may include depreczation or

9 ATTACHMENT L.
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s from other pools, where apulicable). See
rewnoTLing reguirvementis in suboavagraphs D.Z.e and D3 .g.

Costs and Defermination of Indirescy Cost Raies

Where a non-profit organizaticn has only one major functiorn, or
functione benefit from its indirect Costs to approximately

the same degree, the allocation of indirect costs and the computation of an

indirect cost rate mey be accomplished through simpliflied zllocation procedures,

T
zs desoribed in subparagraph 2.

9 Where an organizatiocn has several major functions which benefl
f=om 1ts indiresct costs in varying dagrees, allocation of indirect cosis may
regquire the accumulation of such costs into separate cest groupings which then
ars allorsated individually tfo benefizing functioms by means of a base which pest
measures the relative degres of benefit The indirect costs allocated to =cach
function are then distributed to individual awards and other activities included
in that function by means of an indirest cost rated{s).

z. The determination of what constitutes an organization's major
functions will depend on its purpose in being; the types of sesrvices it renders
to the puplic, 3ts clients, and its members; and the amcunt of eifort it devotes
ts such activities as fundraising, public information and membership activities.

4. Specific methods for allocating indirect cests and computing
indirect cost rates along with the conditions under which esach method should be
used are described in subparagraphs £ through .

e. The base period for the alleocation of indirect costs Is the

period in which such costs are incurred and accumulated for allocation to work

performed in that period. The base period normally should ceincide with the

organization's fiscal year but, in any event, shall be so selected as to avol
=

inegquities in the allocation of the costs.
2. Simplified allocation method.

a. Where apn organization's major functions benefit from its
ndirect costs to approximately the same degree, the allocation of indirect
sts may be accomplished by (1) separating the organization's total costs for
e base period as either direct or indirect, and (ii) dividing the total
llowable indirect costs (net of applicable credits) by an eguitable

v
[
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and other distorting riems, suc ]

o laries and wages, or other bLase which re

rihution. The distributicn ba 21 1
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capital expendiiures
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of Attachment B.

d. Except where z speciel rate(s) 1
the indirect cost rate developed undeg

d in accordance with

agra , T e

icable to a2ll awards at the crganization. If 2 sp
e

above principles is
1 razels) Is required,

appropriate modifications shall be made in order to d

e. Por an organization that receives more than 51¢ million in
Federal funding of direct costs in a [isc VEAL T

cost component intc two broad categories,
defined in subparagraph C.3, is reguired.
as the percentage which the amount of the partic
{i.e., Facilities or Administration) is of the di
that category.
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D

tion as
1 be stated
ategory

tified with

=) t
iesz and Administra
e in each case sh

3. Multiple allocation base method

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

b, identificaticn of indirect costs. Cost groupings shall be
established so as to permit the allocation of each grouping on the kasis of
benefits provided to the mejor functions. Each grouping shall constitute a pool
of expenses that azre of like character in terms of functions they benefit and in
terms of the allocation base which best measures the relative benefits provided
to each function. The groupings are clessified within the twe broad categories:
"Facilities" and "Admintstration,” as described in subparagraph C.3. The
indirect cost pools are defined as follows:

1) Depreciation and use allcwances. The expenses under this
neacing are the portion of the cests of the organization’s puildings, capital
improvements to land and buildings, and equipment which are computed in
accordance with paragraph 11 of Attachment B ("Depreciation and use
allowances")
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05738, depreciation and use allowances, and interest coste

{4) General administration and generzl expenses. The expenses
under Tnas heading are thoss that have been incurred for the ove:all genaral
executive and administrative offices of the corganization and otcher expsnses of 2z
general nature which do not relate scliely to any major function of the
organization. This category shall also include its allocable share of Iringe
penefit costs, operation and maintenance erxpense, depreciation and use
gllowances, and interest costs. Examples of this category include ceniral
oifices, such as the director's office, the office of finance, business
services, hudget and planning, personnel, safety and risk management, general
counsel, management information systems, and library costs.

In developing this cost pool, special care should be exercised to =nsure that
costs incurred for the same purpose in like circumstances are treated
consistently as either direct cor indirect costs. For exampls, salaries of
echnical stzif zct supplies, project puklication, telephone toll charges
1 costs, and speciglized services costs shall be treated

o~
n

computer costs, trav

direct costs wherever identifiable o a particular program. The salaries and
wages of administrative and pocled clerical staff should normally be treated zs
indirect costs. Dilrect charging of these costs may be appropriate where a major

project or activity explicitly requires and budgets for administrative or
clerical services and other individuals involved can be identified with the
program or activity. Items such as office supplies, postage, local telephone
cos8ts, periodicals and memberships should normally be treated as indirect cost

U]

c. Allocation bases. BActual conditions shall be taken into account
in selecting the base to be used in zllocating the eXpenses in each grouping o
benefitting functions. The essential consideration in selecting a method or a
base 1s that it is the one best suited for assigning the pool ©f costs to cost
objectives in accordance with benefiis derived; a traceable cause and effect
relationship; or logic and reason, where neither the cause nor the effect of the
relationship is determinable. When an allocation can be made by assignment of a
cost grouping directly to the function benefited, the allocation shzall be made
in that manner. Whap the expenses in a cost grouping are more gesneral in nature,
the allocation shall be made through the use of a selected base which produces
resulis that are equitable to both the Federal Geovernment and the organization.
The distribution shall be made in accordance with the bases described herein
unless it can be demonstrated that the use of a different base would result in a
more eguitable allocation of the costs, or that a more readily available base
would nct increase the costs charged to spensored awards. The results of

e e e e 3
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c on or Use allowances on bulldings, capital
d space (e.g., individuel rooms, and
e “han one functionm {as determined by the users
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improvements and equipment rel
laboratories) used jointly by mor

of the space) shall be treated as follows. The cost of each Jjointly used unit
of space shall be allocated to the beneiitting functions cn the hasig ol

{i) the employees and other users &n & full-time
equivalent (FTE) basis or salaries and wages of those individual functlions
penefitting from the use of that space; 0T

(11} organization*wide emplovee FTEs or salaries
nd wages applicable to the benefitting functions of the organization.

m
Ll

(d} Depreciation or use allowances on certain capital
improevements to land, such as paved parking areas, fences, cidewzlks, and the
like, not included in tThe cost of buildings, shall be allocated to user
categories on a FTE basis and distributed to major functions in proportion to
the salaries and wages of all employees applicable to the functions.

{7} Interest. Interest costs shall ke allocated in the same
manner as the depreciation or use zllowances oI the buildings, sguipment and
capital eguipments tc which the interest relates.

3) Operation and maintenance eXpenses. Uperation and
s shall be zllocated in the same manner as the depreciation

Jemt

f
L
meintenance expenss
and use allowancec.

{4) General administration and genexal expenses. General
admiristration and general expenses shall ke allocsted to benefitting functions
hased on modified total direct costs {MTDC), as described in subparagraph D.3.f.
The expenses included in this category could be grouped first according to major
functions of the organization to which they render services or provide benefits.
The zggregate expenses of each group shall then be zllocated to bensfitting
functions based on WMTDC.

d. Order of distribution.

ndirect ccst categories consisting of deprecistion and
t, operation and maintenance, and general administration

=
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o Tatagories could be us
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a7 O The ComposiTion oI Th
& Bopl.cation 0f indirect cost rate Or rgtes, Except where a
spacial indiract cost rates) is required in accordance with subparagraph DI,
thie separate grouplngs of indirect costs alliocated to esach major funcition shall
De aggregated and treated as a common poel for that function. The costs in tne
common pooi shall then be distributed to individual awards inglouded in that
function oy use of a singile indirect cost rate

f. Distribution basis. Indirect costs shall be distributed to
applicable sponsored awards and other benefirting activities within each major
function on the basis of MTDC. MTDC consists of all salaries and wages, fringe
benefits, materials and supplies, ssrvices, travel, and subgrants and
subcontracts up to “hﬁ first $2%,000 of each subgrant or subcontract {regardless
of che pericd covered by the subgrant &r subcontract). Eguipment, capital
axpenditures, charges for patlent care, rental costs and the portion in excess
;25,000 shall be excluded from MTDC. Participant support cosis shall
ly be excluded Irom MTDC. Other items may only be excluded when the

cost cognizant agency determines that an exciusion I1s necessary Lo aveoii
s 1nequity in the distribution of indirect costs.

g Individual Rate Components An indirect ¢ost rate shall be

ned for sach separate ¢ndLrect cost pool developed., The rate in =ach
11 be stated as the percentage which the amount of the particular

osf pool is of the distribution base identified with that pool. Esach
cost rate negotiation or determination agreement shall include
opment of the rate Ior zach indirect cost pool as well as the overall
indirect cost rate. The indirect cost pools shall be classified within two
broad categories: "Facilities' and "Administration," as described in

Q= 0
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allocation methed.
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)
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2. Some non-prefit organizations treat all costs as dirsct costs
except general administration and general expenses. These organizations
generally separate their costs into three basic categories: (i} General
administration and general expenses, (ii} fundraising, and {iii} other direct
functions (including projects performed under Faderal awards). Jolnt costs,
such as depreciation, rzntal costs, operation and maintenance of facilities,
telephone expenses, and the like are prerated individually as direct costs to
each category and to sach award or other activity using a base most approprizte
to the pariticular cost being prorated.

b. This method is acceptable, provided esach jeint cost is prorated
base which accurately measurss the benefits provided to each award or

]
[a3

using

T,
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factors which may substantia:ly affec

applicable to 2 particular sgegment of work. For this purpose, a particular

segqment of work may be that performed under a single award Or 1t may CONS1ST of

work under & group of awards performed in a common environment. These factors
Ve

may include <he physical location of the work, the level of administrati

suppert reguired, the nature of the facilities or other resources emploved, the
scientific disciplines or technical skills involved, the organizationad
arrangements usasd, o¢r any combination theresof. When a particular segment of

work is performed in an environment which appears to generate a significantly
¢ifferent level of indirect costs, provisions should be made for a separate
indirect cost pocl applicable to such work. The separate indirect cost pool
should be developed during the course cof tThe regular allocation process, and the
separate indirect ccst rate resulting therefrom should be used, provided 1t is
determined that (i) the rate differs significantly from that which would have
been obtained under subparagrapns 2, 3, and 4, and {i1i] the volume of work to

1.

which the rate would apply is materia

$a-

£. Negotiation and Approval of Indirect Cost kates

1. Definitions. As used in this section, the feollowing terms have Lihe

meanings set
torth below:

z. Cogrizant agency mezns the Federal agency responsible T
nd approving indirect cost rates for a non-profit crganizericn on

negotiating a
behalf c¢f all Federzl agencies.

b. Predetermined rate means an indirect cest rate, applicable Lo a
specified current or future pericd, usually the organization's fiscal vear. The
rate is based or an estimate of the costs to be incurred during the periocd. &

predetermined rete is not subject to adjustment.

. Fiyed rate means an indirect cost rate which has the same
characteristics as s predetermined rate, except that the difference between the

estimated costs and the actuzl costs of the period covered by the rate is
carried forward as an adjustment to the rate computation of a subseguent period.

d. TFinzl rate means an indirect cost rate applicable to a specified
past period which is based on the actual costs of the pericd. A final rate is
not subject to adjustment.
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vl Th provisiosn 1s made Lo oac 2czen,

pDro=ots, cobs and capitalize
e Megotliation and aporoval ol rates
a Jrless different arrangements are agreed ©o by the agencies

dnncersed the Federal agency with the largest dollar value of awards with an
nrganizatlon will be designared as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as
fringe beneflt and computer charge-out rates. Once an agency 1s assigned
cognizance for a particular non-profit organization, the assignment will not be
changed unless there is a major long-term shift in the dollar volume of the
Faderal awards to the organization. 211 zoncerned Federzl agencies shall be
given the opportunity to participate in the negotiation process put, after a
rate nas been agreed upon, it will be accepted by all Federal agencies. When a

e ting

T
Federal agency has reason Lo nelieve tchat special operating factors afiec
g rect cost rates in accordance with

ite awards necessitate special indi
subparagraph 0.5, it will, pri to the time the rates are negotiated, notiiy
the cognicant agency.

o A non-proflit organization whlch has not prcv*cus]y established
an indirect cost rate with a Federal agency shall submit 1ts initial indirsect
co3t proposal immediately after the organization 1s advised that an award will
e made and, in no evani, later than threes months affer the eifective date of
thz award

Organizations that have previously established indiresct cost
retes musc it new indiresct cost proposal to the cognizant agency within
sach

Ih

a
the close of Tiscal vyear.

4. b predetermined rate may be negot:iated for use on awards where

there is reasonable assurance, based on past experience and reliable projection
of the organization's costs, that the rate is not likely to exceed a rate basszd
on the organization's actual costs.

e. Fized rates may be negotiated where predetermined rates are not
considered appropriate. A fixed rate, however, shall not b negoLiated if (i
all or a substantial portion of the organization's awards are expected to expire
before the carry-forward adjustment can be made; {(ii) the mix of Federal and
non-fFederal work at the organization is too erratic to permit an egquitable
carry-forward adiustment; or (1iil) the organi:zation's operations fluctuate
significantly from year to year.

f Provisionzl and final rates shall be negotiated where neilther
predetermined nor figed rates are appropriate.

e,
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. Bad gebis
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E COoTanun i

(& Compansation

1. Contingency

0. Defanse and angd orvil nos,
and patent Ln s

Tl Deprecistion and use a;;'waniar

Z. Donations and contributions

3. Employee morale, nealth, and ZO8LS

q. Entertainment Costs

Egquipment and otner
Fines and penalties

[aa SRV

N QSN S U
.

i rund ra*sing znd investmer oS
8. Gains and losses on Sepre
2. Goods oy services for person
20. Hous:Z ng and personal 11
21 Jdle facilities and idie
2 Insurance and indsamnificatiosn
23. Interast
24, Labor relations costis
25. obbyving
26, Losses on other sponsored agreements oy oontracts
27 Maintenance and repair cCosts
28. Materials and supplles <osts
2%. Meezings and conferences
30. Memberships, subscriptions, and professional activiiy COSTS
21. Organization ¢csts
32. Paqge charges in profsssional journals
33. Participant support costs
Z4. Patent costs

Plant and homeland sscurity COSLs
Pre-agreement Cost

Professional services costs
Publicetion and primnting ccsts
Rearrangement and alteration c2sis
Reconverslon Costs

Recruiitirig costs

Relocation costs
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43, Rental costs of bulldings and z2guipment

44, Royaltizs and other costs for use of patents and copyrights
45 . Selling and marketing

46. Specialized service facilities

47, Taxes

48. Termination costs applicable to sponsored agrsements
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Aadvart_oning and pupliz rz2lations <osts,

a. The Term sdverIlising cosis means the costs of aaver G4 &l
ative cnasts AdverZising media inziuds m
nd television, direst ; t, = TOmMpaLer
he lire. ‘
ublic relations ‘ncludes commun: relations and means thooe
aCtl t d to maintalning the L ization or
malntaining or promoting understanding z ne
1

community or public at large or any se2am

1 ap or
o c ar pt viher nizatlion
reimbursed for disposal cests at a predetermined amount; or
{4) Other specific purposss necessary to meet the regulrsmenits of

d. The only allowable public relations costs are:

{2) Costs of communicating with the public and press per+taining o
specific activities or accolelshm#nts which result from performance sf Federal
awards ({(these costs are considered necessery as part of the outrezach efiore for
the Federal award;; or

{3) Costs of conducting general liazison with news media and
government public relations ofliicers, to the extent thst such activitiez ars
iimizted to communication and liaison necessary keep the punlisc informed on
matters of public concern, such as notices of Federal contract/grant awards,

financial matters, etc.
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f. Urailowarbie advertising and public relations CO3TE IDToude Lhe

| Costs of mesting roomg, hospitality suites, anc other
speciz} facilit es used in conjunction with shows and other specizl events; and

‘ees engaged Ln setting up and

{¢) Salaries and wages cf employ
t roviding briefings;

displaying exhibits, making demonstira 'o 15, and o

13y Costs of promorional items and memorapiliz, including models,
-

{4y Costs of advertising and public relsticne designed so ely

promote The non-profit organization.
Z. Advisecry Counc:ils
Costs incurred by advisory councils or committees are gllowable as & direct cost

where authorized by the Federal awarding agency ©r as an indireclt COSt where
allocable to Federzl awards.

.Yoconolic beverages. LCosts of zlcehelic beverages are una llowable.

[

4. Audit cests and related services

& The costs of audits required by , and performed in accordance with, the
Singie Budit Act, as implemented by Circular R-133, "Audits of States, Local
Governments, and Nom-Profit Organizaticns” are allowable. Rlso see 31 USC
7505(b) and secticn 230 {“Audit Costs”) of Circular A-133

E. Other audit costs are allowable if inmcluded in an indirect cost rate
proposal, or if specifically approved by the awarding agency &s a direct coust Lo
an award.

c. The cost of agreed upfn procedures engagements tc monitoer subrecipients who
are erempted from £-133 under section 200{d) are allowable, subject to the

onditions listed in ZA-133, section 230 (L) (2).

21 ATTACHMENT 1) .

PAGE 24 OF .55 . PAGES




Uhis _aGwaline.

]
B

8] casts of ponding reguired pursuant to tnie Terms of the award ave

i lowabhie .

i

OYGanization in Tn
ant that such

and premiame are

ynadineg required by t
LT3 operations are alio
5 a ith sound businezs practic
reasonable under the clrcumstances.

Fomyel o oor
e

o

Communiication costs. Costs incurred for telephone services, al and long
drstance telepnone zalls, Telegrams, postage, messenger, 2leCirsnic 0Or Compuiar
transmittal services and the like are allowabie.

[}

Compensation for personal servizes.
“ion. Compensation Zor personal services includes all
4 currently or accrued by the organization for services of
red during the period of the award (except as otherwise provided
i It includes, but is not limized o, salaries, wages,
d ecutive commitiesz member's fees, incentive awards, fringe
ension plan costs, allowances for oif-site pay, incentive pay,
low s, hardship pzv, and cost 2f living differentials.

b. Bllowabilitfty. Excspt as otherwise specifically provided in this
varagraph, the costs of such compensation are allowable to the ext

3
i

[

{1) Total compsensation to individual employess is reasonable fo
servigces rendered and conforms tce the established policy of the organization
consistently applied to both Federal and non-Federal activities; and

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

c. Reasonableness.

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

)} When the organization is predominantly engaged 2
ities and in cases where the kind of employees regui
ties are not found in the organization's other activiti

2z T
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iZ: Tompersatlon O MEeDeXs
, &assounLates, oifficers, Cor Lhe
Determinarion should be made that such

rvices rendered rether than

I

{2, Eny change in an ¢rgani:z
& substantial increase in the organiz
when it was concurrent with an incre

ztion's compensation pol cy resuliing 1
ation's ievel of compen T 1
se in the ratic cf Feder

zctivities of the organization or any change in the treatment of zllowapllz
specific typeec of compensation due to changes in Federal policy.

&. Unailowable costs. Costs which are unallowable undsr oTther
cf _hlS Lttachment shall not be zllowable under this paragraph solely
basis that they constitute personal compensation.

f. Overtime, extra-pay shift, and multi-shift premiums. Premiums ot
overtime, extra-pay shifts, and multi-shift work are allowable only with the
prior approval of the awarding agency except:

{11 Whern necessary to cope with emergencies, such as thos S
ts, patural disasters, breakdowns of eguipment, cr occasicnal
bottlenecks of a sporadic nature.

{21 When emplovees are performing indirect funcrions, such as
administration, meintenance, or accounting.

{3; In the performance of tests, laboratory procedures, oI otner
similar operations which are continuous in nature and cannot reasonably be
interrupted or otherwise completed.

{4} When lower overzll cost to the Federsl Government wlili result.

g. Fringe benefits.

{1y Fringe benefits in the form of regular compensation paid to
empiloyees during periods of authorized absences from the Jjob, such as vacation
leave, sick leave, military leave, and the like, are allowable, provided such
costs are absorbed by &ll organization activities in proportion to the relative
amount of time or effort actually devoted to each.

12} Fringe benefits in the form of empleyer contributions or
expenses for socisl security, employee insurance, workmen's compensation
insurance, pensicn plan cests (see subparagraph hl}, and the like, are allowable,
provided such benefits are granted in accordance with established written
organization pclicies. Such benefits whether treated as indirect costs or as
direct costs, shall pe distributed %o particular awards and other activities in
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{4y Costs of insurance on the lives of trustees, officers, or oiher
employees holding positions of similar responsibility are allowable only to the
zxtent that the insurance represents additional compensation. The costs =of such
insurance when the organiza“ion is named as beneficiary are unallowable.

ion—~furnished auvtcomobiles. That portion of the cost of

hed automebiles that relates to personal use by employees
on to and from work) is unallowable as fringe beneifit or
s of whether the zost is reporied as taxable income o
sts are allowable as direct costs to sponsored award
erformance of the sponsored award and approved by

3

o

n plan which are incu

1} Costs of the organization's p rr
ci it ganization are allowable

ancs With the established poli
e

HO

{2} Such policies meet the test of reasonablensss;

{b} The methods of cost allocation are not discriminatory;

{c} The cost assigned to each fiscal year is determinec i
accordance with generally accepted accounting principles (GRAP)}, as prescri
in Accounting Principles Board Opinion No. 8 issued by the American Insti
Certified Tublic Accountants; and

(d) The cocsts assigned to a given fiscal year are fundad Ifor
21l plan participants within six months after the end of that year. However,
increases to normal and past service pension costs caused by a delay in funding
the actuarial liability beveond 30 days after each guarter of the year to which
such costs are assignable are unallowable.

{2) Pension plan termination insurance premiums paid pursuant to the

Employee Retirement Income Security Act (ERISA) of 1874 (Pub. L. 23-406) are
allowable. Late payment chargss on such premiums are unallowable.
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IICE pay.
{1, Severance pay, alsc commonliy refexr

a payment in addition To regular saiariec and wa
whose employment is being terminated. Costs of s
to the extent that in each case, 1t 185 reguired
al law,

‘b) employer-employee agreement,

{c)] established policy that comnstitutes, In effect, an implied
agreement on the organization's part, or
{d) circumstances of the particular employment.

I Severa

o

(2] Costs of severance payments are divided into two categories as
=007
TOLLOWS !

(]

{a) Bctual normal turnover severance payments shall b
zilocated to all activities; or, where the organization provides for & reserve
for normal severances, such method will be acceptable if the charge to zurrent
operations is reasonable in light of payments actually made for norma
Severances over a representative past period, and if amounts charged azre
allocated to all activities of the organization.

{b) Ebnormal or mass severance pay 1s of such a conjectur
nature that measurement of costs by means cof an accrual will not achieve eQ‘
to both parties. Thus, accruals for this purpose are not allowable. However,
Federal Government recognizes its obligation to participate, to the extent of
its fair share, in any specific payment. Thus, allowability will be considered
on a case-by-case basis 1n the event or occurrence,

¢r_:

Ty
the

{c) Costs incurred in certain severance pay packages (commonly
¥nown as "a golden parachute" payment; which are in an amount in excess of the
normal severance pay paid by the organization to an employee upon termination of
employment and are paid to the emplovee contingent upon a change 1n management
control over, or ownership of, the organization's assets are unallowable.

{d}) Severance payvments to foreign naticnals employsd by the
organization outside the United States, o the extent that the amount exceeds
the customary or prevailing practices for the organization ip the United States
2re unallowable, unlecs they are necessary for the performance of Federeal
programs and approved by awarding agencies.

le} Severznce payments to foreign naticonals employed by the
crganiration outside the United States due to the termibation of the foreign
national as a result of the closing of, or curtzilment of activities by, the
organization in that country, are unallowable, unless they are necessary for the
performence of Federzl programe and approved by awarding agencies.

N
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LT L TLATS 97 2524 orn aoccumented pay
s resmonaible of Tion The distribuxio
awa-ds cnnel activity reporis
Fqgraph & szitute =g has been a
“he =2agnizant agency. 52e subparagr 2 of htiac
. Rep The distriputian of activity of each emulovee
maintained mambers (profscsionals and nonprofes !
compensation whole or in part, directly to award
in order lozation of indirezt costs, such
be mainta “or other employe=s whose work involves two or
534 acziv;t1 L f istribution o©f their compensatlion hetwesn zuch
or activitias 15 neaded in the determinarion ¢f the organization's
Lngirect oost ratefs) {=.g., an employee engaged part-time in indirecti cost
activities and part-time in a direct function). Reports maintained by non-
profit organizations to satisfy these reguirements must meet the following
standards:
{a} The reports musi reflect an after-the-fact
of the actual activity of each employee. Budget estimetes (i.=2.
devrermined before the services are performed) do not guaiify as
charges Lo awards
(b} Each report must account for the total activity for which
compensated an d which is required in fulfillment of their
» the organization,

(c) Thﬂ rapov“s mus* be S*gnﬁd by the 1ndividual nmﬁ?“wee, or

0
5 pe-formed by the employeu, that the distribution of actlv;:y
s a reasonable estimafe of the actual work performed by the employss
e periods covered by the reports.

(d) The reports must be prepared at lsast monthly and must
coincide with one or more pay per

{3) Charges for the saliaries and wages of nonprofessional emplo\ 23
in addition to the supporting documentation described in subparadgraphs (1) and
123y, mist also be supported by rascords indicating the total number of hours
worked each day maintained in conformance with Department of Labor regulations
implementing the Fair Labor Standards Bet (FLSA) (29 CFR Part 516). For this

purpcse, the term "nonprofessional employee" shall have the same meaning as
"nonexempt employee,” under FLSA.

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

9. Contingency provisions. Contributions tec a contingency reserve or any
similar provision made for events the occurrence of which cannot be foretold
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R of criminal anc Civii procesdlngs, &L
arz

& JeiznlTions
11y Convicticn, as used nerein, means a judgment oY & convictocon of
ourt of competsent jurisdiction, Whelher entereg upon
luding & ceonviction due te a plez of nolo coptendere.
{7y Costs include, but are not limited to, administrative and

clerical expenses; the cost of legal services, whether performed by in-nouse cr
private counsel; and the costs of the services of accountants, consulzents, or
others retained by the crganization to assist it; costs of employees, officers
and trustees, and any similar costs incurred before, during, znd after
commencement of a judiclal or administrative proceeding that bears a dirsct

relationship to the proceecings.

(3) Fraud, as used nerein, means (i) acts of fraud corruption or
atiempts te defraud the Federzl Government or To corrupt its agents, (ii)
that constitute a cause for debarment or suspension (as spscified in agenc

O

ts

ol

regulations), and (iii) acts which wviclate the False Claims Act, 21 U.S5.C.,
sections 2729-3731, or the Anti-Kickback Act, 41 U.S.C., sections 51 and 54.

{£) Penzlty does not include restitution, reimbursemsent, or
compensatory damages.

(5) Proceeding includes an investigation.

p=]

b. 1) Except as otherwise described herein, costs incurred in
connection with any criminal, civiz or sdministrative proceeding {including
filing of & false certificztion) commenced by the Federal Government, or &
State, locel or foreign government, are not allowable if the proceeding: (1)
relates to a viclation of, or fallure to comply with, a Federal, State, locel cr
foreign stetute or regulation by the organization {including its agents and
empioyees), and (2} results in any of the following dispositions:

{a) In 2 criminal proceeding, a comviction.

{b) In & civil or administrative proceeding involving an
allegavior of fraud or similer misconduct, & determinaticn of organizational
liabilaitvy.

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

(dy B fina
debar or suspend the corganization, to rescind cr veoid an award, ©

()

decision by an appropriate Federal official to
r to terminzte

)
~1
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ed to in subparagraph b is commenced by a Stete,
authorized Federal official may allow
1if such authorized oificial

The Ccosts

Term or

2. ©Cos+=s incurrad in connection with proceedings described in
subwaragraph b, but which are not made unallcowable by that subparagraph, may be
aliowed by the Federzl Government, but only fo the extent that:

{1] The costs are reasonable in relation to the activities reguired
to dezl with the procgeseding and the undsrlying cause of action;

{2y Payment of the <osts incurred, as llowable and allocable costz,
is not prohibited by any other p ovision(s) of the sponsored awsxd;

{3} The costs are not otherwise recovered irom the Federal
Government or a third party, either diresctly as a result of the procesding or
ntherwise; and,

{4} The percentage of costs allowed does not exceed the percantage

rmined by
DXlLy of
gal fees
r factor

2nt . However, 1
idered this 80 p
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an authorized Federal official to be appropriate,
generally accepted principles governing the award

3uch

and consultant service
connection with defense against Federzal Government claims or

percentage

in zivil actions involwving the United States as a party,
as may be appropriate.
an agreement reached under subparagraph
cent limitation and permitt
sts resulting from that agresement shall be allowable.
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Tt SpOonsorel SWaTr s,

&r this paragrapr, Inoludlhg
ed and accountsd for OV The
of 4
] sh
of su osts. io if 2 ! iest interest
Faderal Oovernment mey proviae for conditional payment upon provision of
adequate sscurity, or other adeguate assurance, and agreemants by Ihe
organization to repsy all unaliowaple COSTS, plus interest, 1f the costs are
subseguently cetermined to be unsllowable.
1. Depreczaticn and use allowances.

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

b. The computation of use allowances or depreciation shzll be based on the
acquisition cost of the assets involved. The acquisition cost of an asset
dopated to the nom-profit o-ganizaticonm by @ third party shall be its fair market
vzlue at the time of the donation.

¢. The computation of use allowances or depreciation will exclude:
{1y The cost of land;

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

(3} Any portion of the cost of buildings and equipment contributed
by or for the non-prefit organization in satisfaction of a statutory matching
requiremant.

d. Where depreciation method is followed, the period of usefnl service
{useful life) established in each case for usable capital assets must take into
consideration such factors as type of comstruction, nature of the egulpment
Lsed, technologicel developments in the particular program area, and the renewal
and replacement pclicies followed for the individual items oI classes of assets
involved. The method of depreciationm used tc assign the cost of an assetl (or
group of assets) to accounting periods shzll reflect the pattern of consumption
of the asset during its useful life.
1n the absence of clear evidence indicating that the expected consumption of the
zsset will be sigrificantly greater or lesser 1n the early portions of its
useful life than in the later porticns, the straight-line method shall be
presumed to be the appropriate method.

Depreciation methods once used shall not be changed unless approved in advance
by the cognizant Federzl agency. When the depreciation method 2% introduced for

=
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g. Where the use aliowence method 1s followed, the use alliowance o

buildings and improvement !including land improvemants, such as paved par
s, fences, and sidewalks) will be computed at an annual rate not exce
two percent of acguisition cost.

ipment will be computed at an annual rate not ex
nt oi acguisition cost. When the use &allowance met
= re building must be treated as a single assei:
.. plumbing system, heating and air conditioning,
om Tthe bullding's shell.

The twao pe t Ximitation, howsver, need not be applied to eguipment which 1s
maraly artached or fastened ito the building but not permanently fixed to i and
used as furnishings or decorations or for specialized purposes \e.g.
hairs and dental =rzatment units, counters, laboratory benches b
oor, dishwashers, modular furniture, carpeting, etc.}). Such equl
w1lll be considered as not being permanently fixed teo the building if it can
removed without the need for costly or extensive alterations or repairs to the
building or the eguipment. Eguipment that meets these criteria will be subject
to the 6§ 2/3 percent eguipment use allowance limitation.

'U O
b=
=+
{3
0o~

T
(D
[agiie ]

M

h. Tharges for use allowances or depreciation must be supported by
adequate property records and physical Inventories must be taken at least once
every two years (z statistical sampling basis 1s acceptable) to ensure that
asssts exist and are usable and needed. When the depreciation method is
followed, adequate depreciation records indicating the amount of depreciation
taksn each perieod must alsc be maintained.

12, Donations and contributions.

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

b. Donated services recelived:

——
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ErihLlias] G r'e _rect cosles ¢r I&Tes; anc,
atsLraing. sha'l ne allocated & proporiionste share of aprlicablde indirect
coste wnen the following exist

{z] The aggregate value ©f The Services o meterla

{(b! The services are supported by & significant amount of tThe
indirect costs incurred by the non-profit organization; and

[t} The direct cost activity 1s not pursued primarily for the
benefit of the Federal Government.

(3} in Those instances where there is no pasis for determining the
a1 ket value of the services rendered, the recipient and tThe cognizant
gency shzll negotilate an appropriate allocation of indirect cost to the
er

(4

) Wnere donated services directly beneiit a prcject supported by
an award, the indirect costs allocated to the services will be considered as &
part of the total costs of the project. Such indirect costs may be reimbursed

vnder the award or used to meet cost sharing or matching requirements.

(%) The value of the donated services may be used to meet cost
Sharing or matching reguirements under conditious described in Sec. .23 of
mircular B-110. Where donated services are treated as indirect cests, indirect
cost rates will separate the valus of the donations sc that reimbursement will
not Lhe made.

c. Donated goods or space.

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

(2} The vaiue of the donations may be used to meet cost sharing or
metching share reguirements under the conditions described in Circular A-110.
Wnere donations zre treated as indirect costs, indirect cest rates will separate
the value of the dopations so that reimbursement will not be made.

tas

Employee morate, health, and welfzre costs.
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{ ¥ P tures” means expenditures for the acguisition
st oI capital assets [egulipment, bulldings, land), or expsnditures to make
mrovements o capital assets that ma ially increase their value or use:
Acguisition cost means the cost i the asset including the cost to put it
T for ﬂqulvmnnv, for example, means the net invoice

ce, Acocgulsition cos
f the sgquipment, including “he cost of any modifications, attachmenis
r

£
Yy to make it usable for

.
Ple ssa ose
ch 1t .s acguired Encillary charges, such as taxes, duty, ctecfiva in
~ra insurance, freight, and instailation may ke lncluded in, or excliuded
from the acguisition cost in accordance with the non-profit organization's
raguiar accounting practices.

{z7 "EBEguipment" means an article of nonexpendable, tangible personal
property having a useful life of more than one ye=ar and an acgulsition cost
which =cuals or axcesds the lesser of the capit allz tion level established Dy
thre non-profit organization for financiel statement purposes, or $5000.

{3} "Special purpose equipment” means equimmant which is used only

cal Sﬁienuific or other technical activities. Examples of
nt include mizrecscopes, x-ray machines, surgical
er
(4} "General purpcse eguipment’ means eguipment, which is netx

limited to research, medical, scientific or other technical activities, Examples
include office equipment and furnishings, modular offices, telephone networks,

information technelogy eguipment and systems, air conditioning equipment,

reproduction and printing equipment, and motor vehicles.

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

D ORISR S s A et
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-
S
Tapilasd te land, bunldings, ol
cOolpment wWhilh melerla Ll life zre unheiiowable

ag & CLreci CGEU except awerding agenoy.
‘44 When approved as & Cirect charge pursuani o peragraph 13.0. {1
{ anc .37 above, capital ezpenditures wiil ke charged in the period in whickh
tre expenditure 15 incurred, oI as OLherwise determined appropriste by and
-

I

ed with the awarding agency.

{3) Bguipment and other zZapital expenditures ars unzllowable
indirect coste. However, see Attachment B, paragraph 11., Depreciation and use
zllowance, for rules on the allowability of use allowances or depreciation on
buildings, capital improvements, and eguipment. zlso, see Attachment B,
paragraph 43., Rental costs of buildings and eguipment, for rules on the

f
allowability of rental costs for land, buildings, and eguipment.

-

(£} The unamortized portiocn of any edguipment written off as a result
of z chenge in capitalization levels may be recovered by continuing to claim the
therwise 21lowable use =1lowances or depreciaTion on the equipment, or by
amoriizing the amount to be written off over a period of years negotiated with
The cognizant agency.

15. Fines and penalties. Costs of fines and penalties resulting from
vioclatiorns of, or failure of the organization LO comply with Federal, State, and
local laws and regulations are unaliowable except wnen incurred &s a result of
compliance with specific provisions of an award or in tructions in writing from
the awarding agency.

17. Ffund raising and investment management costs.

2. Costs of organized fund reising, including financizl campaligns,
endowment drives, solicitation of gifts and bequests, and similar expenses

incurred sclely to raise capital or obtaln contributions are unallowable.

|

. Costs of investment counsel and staff and similar expenses incurred
solely to enhance inczome from investments are unalliowable.

c. Fund rzising and investment activities shall be esllocated an
appropriate share of indirect costs under the conditions described in
subparagraph B.3 of Attachment A.

8. Gains and lcsses on depreciable assets.
2. {1) Gains and losses on sale, retirement, or other disposition of
t

depreciakie property shall be included in the year in which they occur as
sedits or charges to cost groupingl!s) in which The depreciztion applicable to

(U8
(PR
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{d} Compensation Ior the us:

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

{e} Gains and losses arising from mass or extracordinary sales,
stirements, or other dispositions shal l be considered on a case-by-case hasis.

. Gains or losses of any nature arising from the szlie or exchange of
roperty other than the property covered in subparagraph a shall be excludsd in

computing award costs.

g, Goods or services

20. Housing and personal living expensss.

a. Tosts of housing fe.g., depreciation, maintenance, uLtilities,
urnishings, rent, =ic.}, housing zllowances angd personal living expenses Zor/of
the grganization's ofiicsrs are unallowable as fringe bensfit or indirect costs
regardless of whether the cost is reporied as taxabls income to the employees.
These costs are allowable as direct costs to spensored award when necessary for

the performance of the sponsored award and approved by awarding agenCLes

ju) The Zerm "officers™ includes current and past officers and employee
21. Idle facilities znd idle capacity.

a. Bs used ipn this section the fcllowing terms have the meanings set forth
below:

{1y "facilities™ means land and buildings or any portion thereof,
gquipment individually or collectively, or any other tangible capital asset,

wherever located, and whether owned or leased by the non-profit organization,

34 ATTACHMENT
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demanas Quring the aczounting periocs.

us car pe shown —het this amount of usage would
cxpected for the type of Zacility :nvelved.
g, "Cost of idle facl_ities or idle capacity” means costs such as
ir, houvs=ing, ent, ana other related costs, €©.g., LlOSUrance,

§
mE&Einienance, rep
I

gir, r :
interest, property texes and depreciationb or use zllowances.

F. The costs of idie facilities are unallowable except to the extent that:

H

{1} They are necessary TL¢ meet fluctuations in workload; cor

{7y Elthough not necessary to mest fluctuations in worklcad, they
were nmecessary when acquired and are now idle because of changes in proyram
requirements, efforts to achieve more aconomical operations, recrganization,
termination, or other causes which could not have been reasonably Ioresesen.
Under the exception stated in this subparagraph, costs of idle facilities are
allowable for a reasonable period of time, ordinarily not to exceed one year
i

s o

depending on the initiative taken to use, lease, or dispose of such facil

r
£5.

-

c. The costs of idle capacity are normal costs of doing pusiness and are a
actor in the normal fluctuations of usage or indirect cost rates from period to
criod. Such costs are allowable, provided that the capacity is reascnably
nticipated to be necessary ©r Was originally reascnable and is not subject to
eduction or elimination by use on other Federal awards, subletting, renting, oI
sale, in accordance with sound business, economic, O security practices.
Widespread idle capacity throughout an entire facility or among a group of
assets having substantially the same function may be considered idle facilities.

H o>

227 Insurance and indemnification.

a. Insurance includes insurance which the organlization 1s required to
carry, or which is approved, under the terms of the award and any other
insurance which the organization maintains in connection with the general
conduct of its operatieons. This paragraph does not apply to insurance which

rapresents fringe benefits for employees (see subparagraphs 8.9 and 8.11(2}).

f insurance required or approved, and maintained,

tly Costs ©
rd are allowable.

pursuant tc the awa

(2} Cests of oprher insurance ma.ntained by the organization in
connection with the general gonduct of its operations are allowable subject tc
the following limitations:

() Types and extent of coverage shall be in accordance with
sound business practice and the rates and premiums shall be reasonable under the
circumstances.

ATTACHMENT .M
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ren, whion o not bescome pevable for more
i maze, zna.l not exceed the presant valo

insurance on the iives of trustees, of
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£
ns of similar responsibilities are allowable oniy
+ =

reprasents additional compensation @s2
suhoar aq;anh B.aidiy. The cost of such insurance when the 0rganzzatlon 15
ider=z.fred as the peneliyciary ls unallowabie.
{f) insurance against defects. Costs of insurance with
respect to any costs incurred to correct defects in the ordanization's materials

>y worrmanship are unallowéble.

{g) Medical liability {malpractice} insurancs. Medical
liapility insurance is an allowable cost of Federal research programs only to
the extent that the Tederal research programs involve human subjects or training
of participants in ressarch techniques. Medical liabality insurance coests shail
be treated as a direct zcost and shall be assigned to individual projects bhased
on the manner in which the insurer #llocates the risk *o the population coverad
ny the insurance.

ered by permissible

(3) Actual losses which: could have begen cov
f-insurance program} are
d

n
insurance [(through the purchase of insurance or a se
unallowable unless expressly provided for in the aw
{2} Costs incurred beczuse of
g2 er i

losses not covered under nominal
e provided in keeping w

deductiblie insurance coverag ith sound susiness practice
ere allowable

(b} Minor lcsses not covared by insurance, such as spoilage,
, and disappearance of supplies, which occur in the ordinary course of
ions, are zallowable. H

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

1
3

s, Costs incurred for interest on borrowed capital, temporary use of
endowment funds, or the use of the non-profit organization’s own funds, however
represented, are unallowable. However, interest on debt incurred after
September Z2, 1995 to acguire or replace capital assets (including

N

36 ATTACHMENT \> ..........

PAGE .5\ OF .S . PAGES



TeNellonA, =dulLinenT, iall, &

. o s
SenTleIhe LY,

TLeTl

COgnizahoe
lowabilivty of interszst on debt
Tne

i
nould “nclude, at & monimam, the folliowing:

(31 A& statement as to why current facilities are not adeguate
o) B statement of planned future use of the facility

(d) B description of the financing agreement to be arranged

-t

or the Zacility

(e} A summary of the bu:zlding contract with estaimated cost
‘nformation and statement of scurce and use of funds
(f) A schedule of planned occupancy dates

{2) For facilities cecsting over $500,000, the non-profit
organization prepares, prior to the acguisition or replacement of the facility,
2 lease/purchase analysis in accordance with the provisions of Sec. _ .30

through _ .37 of Circular A-11C, which shows that 2 financed purchase or capital
lease is less costly to the organization than other legsing elterneatives, on a
net present value basis. Discount rates used should be egual 10 the non-profit
organization's anticipated interest rates and should be n¢ higher than the fair
market rate available ro the non-profit organization from an unrelated ("arm's
length™) third-party. The leazse/purchase analysis shall include a compariscn of
the net present value of the projected total cost comparisons of both
alternatives over the period the asset is expected fo be used by the non-profit
crganization. The cost comparisons associated with purchasing the facility shall
include the estimsted purchase price, anticipated cperating and maintenance
costs (including property taxes, if applicable) not included in the debt
financing, less any estimated asset salvage value 2t the end of the period
defined above. The cost comparison for a capital lease shall Include the
estimated total Jease payments, any estimated bargain purchase option, operaiing
and mzintenance costs, and taxes not included in the capital leasing
zrrangement, less any estimeted credits due under the lease at the end of the
pericd defined above. Projected operating lezse costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rdtes under
rental agreements that would be renewed or reestablished over the period defined
above, and any expected maintenance costs and allowable property taxes to be
borne by the non-profit organizaticn directly or as part of the lease
GrTrangement .
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f.rnantcing, then reimbursement s 1 !
beer used. In all cases whers a 12
resmbursemnent shail be based upon
'h; Non-profit organizstions are also subject to the follswing

Tonditions:

ance or refinance zSsets

9, 1995, 15 ot allowable.

@)
acgquiraed pefore or rea

unaliowable.

(c) For debt arrangements over 21 million, unless the nen-
profit organization makes an initial eguity contribution to the asset purchass
of 2% percent or more, non-profit organizations shall resduce claims for interest
expense by an amount egual £o imputed interest earnings on exc2ss cash flow,
which =& to be calculated as follows. Annually, non-profit organizations shall

repare & cumulative (from the inception of the projsct) report of monthly cash
ree.

P
fiows that includes inflows and outflows, regardless of the funding sou:
Inflows consist of depreciation expense, amortization of capitalized
construction interest, and annual interest expense. For cash flow calculations
the annual inflow figures shall be divided by the number of months in the yedr
(uSually 12} that the building is in service Zor monthly amounts. Dutilows
consist of initial equity contributions, debt principal payments [less the pro
rata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative outflows, interest shall be
calculated on the excess inflows for <that periocd and be treated as a reduction
to allowablie interest sxpense. The rate of interest tTo be used to compute
sarnings on excess cash flows shall be the three month Treasury Bill clesing

rate as of the last business day cf that month.

{d) Substantial reiocation of federally-sponscred activities
om 2 facility financed by indebtedness, the cost of which was funded in whole
part through Federal reimbursements, to another facility prior to the
(piration of a period of 20 years requires notice to the Federal cognizant
ancy. The extent of the relocation, the amount of the Federal participation in
e f‘nanﬁing, and the depreciation and interest charged to date may reguire
iegotiation and/or downward adjustments of replacement space charged to Federal
programs in the future.

8]

® 0
M oR o

o
ED 5

{e}) The allowabls costs to acguire facilities and equipment

are limited *o a fair market wvalue available tc the non-profit organization from
an unrsizted ("arm's length") third party.
I 38 A”ACHMFNT
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(1} Re-zcquired assets means asssis helc by The Lon-prsliit

prior to September 29, 1995 that have again come to be held by
tion, whether through repurchase or refinancing. It doeg not incliude
red to replace older assets

{#?) Initial eguity contribution means the amount or vaiue ol

contributions made by non-profit organizations for the acguisition of the asset
cr prior to ocgupancy of facilities.

(3) Zsset costs means the capitalizable costs of an asset, incliuding
construction costs, acduisition costs, and other such costs capitalized in
cordance with GRREP.

24. Labor relations costs. Costs incurred in meintaining satisfaciory
relations between the organization and its employees, including costs of labor
management committees, emplovee publications, and other related activities are
=zl]lowakle .

ol -

28, Lobbving.

a. Notwithstanding other provisions of this Circular, ccsts associated
with the following activities are unallowable

ttempts to influence the outccmes of any Federal, State, <r
eferendum, irnitiative, or similar procedure, through in kind or
5, endecrsements, publicity, or similar activity;

1) A
ccal election, =
casn contribution

{Z) Establishing, administering, contributing ta, or paying the
expenses of a politicel party, campaign, political action committee, or other
organization established for the purpose of influencing the cutcomes of
elections;

{3) Zny attempt to influsnce: fi} The introduction of Federal or
State legiclation; or (ii) the enactment or modification of any pending Federal
or State legislation through communicetion with any member or employee of the
Conyress or State legislature (including efforts to Influence State or local
officials to engage in similar leobbying activity), or with any Government
official or employee in connection with a decision to sign or veto enrclled
legislation;

(4} Any attempt to influence: {1} The introduction of Federal cr
State legislation: or [(ii) the enactment or moedification of any pending Federal
or State legielation by preparing, distributing cr using publiicity or

—
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owing activizies are excepted Irom ihe oovirsge oF

SUDDa e aranin o

‘v Providing a technical and factual pressntation of informat.or 2o
& Toplic diresctly related to the performancte oif a grant, contract or other
agreement through haaring testimony, siatements or letters to the CJongress or 2
Stats jegislature, or subdiviszion, member, or cogniZant staffi member
response to a documented reguest {including & Congrezsional Record
regquesting testimony or statements for the record at & ragularly s
hearing) made by the recipient member, legislative body or subdivis
cognizant staff member thereof; provided such information is readily a
and can be readily put in deliverable form; and further provided that SLS
under this section for travel, lodging or mesals are unallowable unless Incurred
to offer testimeny at a regularly scheduled Congressional hearing pursuant to a
written reguest for such presentation made bRy the Chairman or Ranking Mipority

Mamber of the Committes or Subsommities conducting such hearing.

y subparagraph a(3) to influsnce
he cost, or to avold material
erform the grant, contract, Or

} Bny lobbying made unzllowable
ion in order to directly redu
the organization's authority to

0
)
Gt g

izaiiy authorized by startute L0 De undertahzn
nr other agreement.

\
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=

b
o)
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o
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o
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ol {1y Whepn an crganizatlion 32£KS reimbursement for indirsct costs,
total lobbying ccsts shall be separately identified in the indiract cost rats
proposal, and thersafter treated as other unallowable activify costs in
accordance with the procedures of subparagraph B.3 of Attachment A

{2y Organizations shall submit, as part of the annual indirect cost

rate proposal, a certification that the reguirements and standards of this
paragraph have been complied with.

{3) Organizations shall maintain adeguate records to demonstrate
the determination of costs as being allowable or unallowable pursuant to

o+
L [
aragraph 25 complies with the reguirvements of this Circulazr.

i

[\

3 ot
=

(4) Time logs, calendars, or similar recerds shall not be regulired
to be created for purposes of complying with this paragraph during any
parsicular calendar month when: {1) the emplcyee engages in lobbying (as defined
in subparagraphs {(a) and (b)}] 25 percent or less of the employee's compensated
hours of employment during that calendar month, and {2} within the preceding
five-year period, the organization has not materially misstated allowakble or
unallowable costs of any nature, including legislative lobbying cests. Whan
conditions (1} and (2) are met, organizations are not required to establish
records to support the 21lowabliliy of claimed costs in addition to records

10 . VU
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d. Executive loobying cosis. Costs incurred 1o strempting ic
improperly influence elther directly or indirectly, an emplovee oy cffizer cof
rhe Evecutive Branch of ~he Federzl Government to give congideration or To act
regarcding s SpOnsSored agreement oOr & regulatory matter ars unaliowable., ImMproper
influernce means any influence that induces or tends to induce & Federal employes
or officer to give consideration or to act regarding & federalily-sponscred
agreement or regulatory matter on any basis other than the merits of the matter.
26. Losses on ofther sponscred agreements oy contracts. ANy excess cf costs

over income on any award is unallowable as & cost of any other award. This
ciudes, but is not limited to, the crganizatlon’'s centributed portion by

eason of cost sharing agreements CrI any under-recoveries through negotiation of

ump sums for, or ceilings on, indirect costs.

27. Maintenance and repalr costs. Costs incurred for necessary maintenance,
repair, or upkeep of buildings and egquipment {including Federzl property unless
therwise provided for) which neither add to the permanent vezlue of the property

nor apyrec1ably prciong its intended life, but keep 1t in an efficient operating
condition, are zllowable. Costs incurred for improvements which add to the
permenent value of the buildings and equipment or appreciably prolong their
irtended 1ife shall be treated as capital expenditures (see paragraph 12).

28. Materials and supplies costs.

supplies, and fabricated parts necessary

a. Costs incurred for materials,
lowabl

toc carry out a Federal award are l

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

Federzl award may be charged as direct costs.

c. Only materials and supplises actually used for the performance of a

d. Where federzlly-donated or furnished materizls are used in performing
the Federal zward, such materials will be used without charge.

y ATTACHMENT .2 .
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arilIationh’s subscriphiosns Lo hus.nesi,
als are allowable.

. Tosvs wf thz non-profl
1 pe

profacsional, and technica

7. Zosts of membership in any CIVis or oomuunity organizatlon are
1llowaple with pricr approval by Federal cognizant agency

4. Costs of membership in any country club or social or dining club or
on are unallowable.

23 nganization costs. Expenditures, such as inc

rporation Ifees, brokers'
fees to promoters, organizers Or management «

O !

y onsultants, attorneys,
untants, or investment counselors, whether or not employses of the
nization, in connection with establishment or recrganization of an
nization, are unallowable except with prior approval of the awarding agency.

hargses in professional journals. Page charges
are allowable as a ne sar re

and

ges are levied impartially on all research papers published by
er or not by federally-sponsored authors.

) rticipant support costs are diraCt casts ior
s e allowances, travel allowances, and

d to or on behalf of participants or trainees {but not

ion with meetings, conferences, symposia, or training

t5 are allowable with the prior zpproval of the awarding

a. The following costs relating to patent and copyright matters are
wabla: {1} cost of preparing disclosures, reports, and other documents
required by the Federal award and of searching the axt to the extent necessary
to make such disclosures; (ii} cost of preparing documents and any other patent
costs in connection with the filing and prosecution of a United States patent
application where title or royalty-free license is required by the Federszl
Government to be conveyed to the Federal Government: and (11i) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employee agreements (but

C-O

42 -
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45. Filant and homeland security ©Csts.  Negessary and Ieas le expenses
fnourred for routine and homeland securlity Lo protect facilities, personnel, and
worlk products are alliowable. Such costs include, but are not limited to, wages
and uniforms of personnel engaged in security activities; eguipment; barriers;
contractual security services; censultants; etc. Capital expenditures for
homeland and plant security purpeses are subiect To paragraph 15., Equipment and

nther capital expenditures, of this Circular.

36. Pre-agreement costs. Pre-award costs are those Incurred prior to zhe
effective date of the award directly pursuant toc the negotiaticn and in
anticipation of the award where such costs are necessary Lo comply with the
proposed delivery schedule or pericd of performance. 5Such Z0sTs are allowable
only to the extent that they would have been allowable if incurred after the
date of the award and only with the writien approval ¢I the awarding agency.

27. Professional services Costs.

a. Costs of professionzl and consultant services rendered by persons who
are members of a particular profession or possess a special skill, and vho sre
not officers or employees of the non-profit organization, are allowable, subject
to subparagraphs b and © when rezasonable in relation to the services rendered
and when not contingent upen recovery of the costs from the Federal Government.

ion, legal and related services are limited under Bttachment B,
L. In determining the allowability of costs in a particular case, no
single factor or any special combination of factors is necessarily

determinative. However, the following factors sre relevant:

(1) The nature and scope of the service rendered ip relation to the
service required.

{Z} The necessity of contracting for the service, considering the
non-profit organization's capability in the particular area.

to Federal awards.

{3) The past pattern of such costs, particularly in the years prior
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(77 The r concern randering Tnw
Sarvioe and Sne ~cuss non-redaral! awards.
sdequacy of the contrantual agresment ior Lhe zerviza fe.qg.,
The servioe, “mate of time reguired, rate oI Compensaiion, and

e s hlon provLJLons} .

=. In addition to +the factors in subparagraph b, retainer fees to De
allowakble must be supported by evidsnce of bona Fide services available or
repnderad
38. Publization and printing Sosts.

a Dub?ication costs include tne ceosts of printing {incliuding the
processes of composition, plate-making, press work, kinding, and the end

prodocts produced by such processes), distribution, promotion, mailing, and
Jeneral hanallng. Puplication costs also include page charges in professional

publications,

5, Tf chese costs are not identifieble with a particular cost objactive,
they should be allocated as 1ndLre:+ ~osts “o a1l benefiting activities ci the
non-profiic organization.

c. Page charges for professional journal publications are aliowable as &
necessary part of ressarch costs whera:

The research papers report work supportad by the Federal

{2) The chargss are levied impartially on all resecarch papers
pubiished by the iournal, whether or not by fsderally-sponscre d authors.
23, Rearrangemsnt and alteration costs. Costs incurred for ordinary or normal
rearrangement and alteration of facilities are allowable. Specizl arrangement
and alteration costs incurrad specifically for the project are allowable with
the priocr approval of the awarding agancy
40. PReconversion costs. Costs incurred in the restoration or rehabilitation of

Zhe non-profit crganization's facilities te approximately the same condition
syisting immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable.
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ol an empicvmsnt

r

coste of opera:in_
e LI EMLIOVESS Wi
g G peicants for interviews Iov
prospective employment, and relofalion COSUs Lnourred InCIdent To reoruximent of
new 2mplovees, are zllowable To thne extent Thet such costs &re incu::ed pursuant
to & well-managed recruitment program. Where the organization uses empLoyment
agencies, costs that are not in excess of standard commerc:al reces for such
serv:ces are allowaple
b. In publications, czosts of neip wanted advertising that includes cclor,
includes advertising meterizl feor other than recruitment purpcses, or is
excecssive in size (taking into consideration recruitment purposes for which
intended and normal crganizational practices in this respect), are unallowable.

c. <osts of help wanted advertising, special emoluments, Ifringe benefits,
and salary allowances incurred to attract professional personnel from cther
organizations that do not meet the test of reasonabieness or do not conform with
the establiished practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment
employee have been zllowed sither as an allocable direct or indir
the newly hired employee resigns for reasons within his control wi

i hew
t cost, and
thain twelve

months after being hired, the organization will be reguired to refund or credit
such relocation costs to the Federal Government.
42. FRelocation costs.

a. Reliocatlon costs are costs incident to the permenent change of duty

assignment {(for an indefinite period or for a stated perloed of not less than 12

months) of arn ezisting employes or upon recruitment of a new employee.
Relocation costs are allowable, supject to the limitation described in
subpearagrapns b, c, and d, provided that:

!1} The move is for the benefit of the esmployer.

Feimbursement to the employvee 15 in acccordance with an
estakblished written policy consistently followed by the employer.

he reimbursement does not exceed the employee's actual {or
EXPENSES .

o
b

=

L
purt

M

[o3

reasonably es

. Bllowable relocation costs for current employees are limited to the
following: '

] The coste of transportation ¢f the empleoyee, members of his
immedzate family and his household, and perscnal effects to the new location.
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ToONTinuing cant former home
oy leases date of e ) parmanent nome, sush &5

NERRY uildings and grounds expensas;,

her necessary and reasonable expenses normally incident fo

re crie 2osts of iing 4n unexpired lease, disconnecitiing and
1d applilances, and purchas.ng insurance agalnst LosSs of o
property. The cost of unexpired lsase iz
e¢ the monthly rental.

c. BAllowable relocation costs for new employees are limited to those

described in (1) and {2z} of subparagraph b. When relocation costs incurred
iricidernt to the recruitment of new smployses have been allowed elither as a
direct or indirect cost and the employee resigns for reasons within his control
within 12 months after hire, the organization shall refund or creadit the reder

st. However, the costs of travel to an

red travel costs in accordance with paragraph
e purpose of this paragraph if dependents ars
any reason and the costs do not include costs

Sovernment for its share of the
cverseas location shal
50 and not relocation costs for

not permitied at the location fo
of transporting houseshold goods.

“
o
0
9]
Q
=
n
-

co
Lde
th
T

elozation are unallowable:

ot
o
[e]
ot
[e]
]

d. Th

D]

folliowing costs relat
{1 Faes and other <osts associated with acguiring a new home.

OLrmer nome.

4

{2; A loss on the sale of &

{3) Continuing mortgage principal and interest payments on a home

=

eing sold.

{4y Income taxes paid by an employee related to reimbursed
relocation costs.

42, Rentzl costs of buildings and eguipment

©
Fh

a. Subject to the limitations described in subparagraphs b. through d.
is paragraph 43, rental costs are allowable to the extent that the rates ar
asonabW in light of such factors as: rental costs of comparable property,
any; market conditions in the area; alternatives available; and, the types, 12
expectancy, condition, and value of the property leased. Rental arrangements
should be reviewed periodically to determine if circumstances have changed and
other optlons are azvailable.

(0

@ Fh

iy b

. Rental costs under “sale and lease back” arrangements are allowable
e

only up to the amount that would be allowed had th -preofit organization
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=, Renzte. T - iengtn Eases &re
LT Lne amount of Lhis paragrapl
ne &l lowsd nad e LOT-RIolln
one under WL Or

TILLS DUrpose, &

lEZEZEE &Qreement aily nf-uence

ovner . Such leaczes 2d LG Those LEeTweer

of & non-profit organizatlion; (i, non-profil Organiietliong Under Commin CLITIro.
<nrough common cfflcers, directors, or members; and {2il; & nen-proiic
srganization and & director, trustee, of‘*cPr, or key emﬂloyee ¢I the non-profll
grganizstion or nhis immediate family, either directly or Lffﬁugh coIpo rations,
Truste, or similar arrangements in which they held contrcliling Interest. For

a o
sebaralte corporation for the

anizarion may est db--Sb a
operty and leasing it back to the non-prol

a
exanmle, g non-proiit org
e of owning pr

d. Rental costs under leases which are reguired to be treated as caplzal
leases under GAAP are allowable orly up to the amount {as explained ir
subparagraph b) that would be a2llowed had the non-profit organization purch
the property on the date the lease agreement was executed. The provisions
Financial Accounting Standards Board Statement 13, Accounting for Leases,
be used to determine whether a lease is z capital lease. Interest costs re
to capital leases are allowable to the extent they meet the criteriz in
subparagraph 23. Unzllowable costs include amounts paid for profit, management
fees, and taxes that would not have been incurred had the non-prefit
vrganizaticn purchased the facility.

Corh
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4. Royelties and other costs for use of patents and copyrignte.

a. Rovalties on a patent or copyright or amortization of the cost of
acguiring by purchase 2 copyright, petent, or rights thereto, necessary Zor the
proper performance of the award are allowable unless:

{1) The Federal Government has a l:icense or the right to free use cf
the patent or copyright.

~

(?) The patent cr copyright has been adjudicated to be invalid, or
hes been administratively determined to be invalid.

{3) The patent or copyright is considered to be unenforceable.
{4) The patent or copyright is expired.

. Special care should be ezxercised in determining reasonableness where
the royalties may have arrived &t as & result of less-than-arm's-length
bargaining, e.g.:

{1) Rovalties paid to persons, including corpeorations, affiliated

with the non-profit organization.

{2) Royalties paid to unaffiliated parties, including corporations,
under an agreement entered into in contemplation that a Federzl award would be
mace .
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44, Specl

servicaes provided by highiy compiex or specialized
it organizetion, such a3 computers, wind

:
, orovided the charges for the services mest

._‘
[l
£

B “he non-oro
=15, and reacrors are aliowal _

Oﬂdltlﬂr of either 46 . or o. and, in addition, take into account any
tems of income or Federal £ ncing that oualify as applicable credits under
Tachment A, subparagraph A.5. of this Circular,

rs

b. The costs of such services, when material, must be cherged directly
applicable awards based on actual usage of the services on the basis of a
SChﬂdule of rates or established methodology that (i) does not discriminate

e

zgainst federally-supportied activities of the non-profit organization, including

.F'

to recover only the aggregate costs of the services. The zosts of zach servics
55ts and 1ts allocable share of all
biﬂnnia1lv and Shall take

shall consist normally of both 1ts dirsct cost
indirecs =osts. Rates shall be adjusted at leas
into consideration over/under applied costs of t

1

Where sts incurred for a service are not materlal, they may oe

~ -
aliocated azs indire

o0
0]
0O Q
i+ O

I03TS.

d. Under some extraordinary circumstances, where it 1s in the best
interest of the Federal Government and the institution to estaklish alternative
ting arrangements, such arrangements may be worked out with the cognizant

E‘

cos 2
Federal agency
47, Taxes
a. 1In generzl, taxes which the crganization is reguired to pay and which
paid or accrued in accordance with GAAP, and payments made to local
ramente in lieu of fazes which are commensurate with the local government

ices reczived are allowable, except for (i} tazxes from which exemptions are
available to the organization directly or which are &vailablie to The
organization based on an exemption afforded the Federal Government and in the
latter case whan the awarding agency makes available the necessary exempiion
certificates, (ii) special assessments on land which represent capital

improvements, and (iii) Federal income taxes.

moa W

o O =3

oD
1}

]
b

b. BAny refund of tfaxes, and any payment to the organization of interest
therson, which were allowed as award costs, will be credited either as a cost
reduction or cash refund, as appropriate, to the Federal Government.
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z. Tne cost o lTems : aniy usarlie ol LOge LON-

oTher wory shell not be ailowa the non-proflt

evodenze —hat it would not tain su items at CcosT wiTl

Tn deciding wheTher such items are reasonably usable on i
profit organizstion, ths awerding agency should consider The non-profit
orgenization's plaps and orders Tor current and scheduled activity.

.

o
r ded as evidence that such irems are reasonably usable on the non-profit
ganizaticen's other work. Any accepiance of common items as allocable Lo the
rminated portion of the Federal award shall be limited to the extent that the
antities of such items or hand, in transit, and con order are in excess i the
asonable quantitative regquirements of other work.

neous purchases of common i1vems by The non-profit crganization shall

{0
M o

xr

L. If in & particuler case, despite all reasonable e=fforts by the non-
profit organization, certain costs cannoct be discontinued immediately afzer the
effoctive date of termination, such costs are generally allowable within the
limitations set forth in this Circular, except that any such costs continuing
after termination due to “he negligent or willful failure of the non-profit

organization to discontinue such costs shall be unzllowable.

c. Loss of use®ul value of special tooling, machinery, and is gensrally
zllowable 1if:

{11 Such special tooling, specizl machinery, oY eguipment 1s not
reasonably capable cf use in the other work of the non-profit organization,

(2} The interest of the Federal Governmant is protected by transier
cf title or by other means deemed appropriate by the awarding agency, and

(3 The loss of useful value for any one terminated Federal award 1s
limited tc that portion of the acguisition cost which bears the same ratio to
the total acqguisition cost &s the terminated portion of the Federal award bears
to the entire terminated Federal award and other Federal awards for which the
specizl tocling, special machinery, o©r equipment was acguired.

d. Rental costs under unexpired leases are generally allowable where
clearly shown to have peen reasonably necessary for the performance of the
rerminated Federal award less the residual value of such leases, 1f:

(1) the amount of such rental claimed does not exceed the reasonable
use value of the property leased for the period of the Federal award and such
further period as may be reasonable, and

{7} the non-profit organization makes zll reasonabie efforts to
terminate, assign, setile, or ctherwise reduce the cost of such lease. There

zlso mey ke included the cost of alterations of such lezsed property., provided

i
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(Y The termination and settlement of subawards

{2, Reasonable costs for the storage, transportation, protection,
and disposition of property provided ral Governmant or acguired or
nraduced for fhe Federal award, excep antees Or Contractors ars
reimbursaed for disposals at a predetermined amount in aczordance With Subparts
___ .32 through 37 of Circuler A-110.

{3} Indirect costs related to salaries and wages Iincurred as
se-clement expenses in subparagraphs (1) and (2). Normelly, such indirect costs
sha.l be limited to fringe benefits, occupancy cosi, and immediate supesrvision.

f. Claims under sub awards, including the allozable portion of claims
which are common o the Federal award, and to other work of the non-profit
crganization are generally allowable.

An appropriate share of the non-profit organization's indirect eXpanse may be
allocated o ,he amount of settlements with subcontractors and/or subgrantees,
provided that the amount allocated is otherwise uOﬂS;Steﬁt with the basic

guidelines contained in Attachment 2. The indirect expense so ailocated shall

ezclude the same and similar costs claimed directly or indirectly as settlement
2Xpenses.

49. Training costs.

a. Costs of preparation and maintenance of a program of instruction
including but not limited to on-the-job, classroom, and apprenticeship training,
designed to Increase the vocational =ffectiveness of employees, including
training materials, textbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom}, and (i) salaries of the director of
training and staff when the training program is conducted by the organizaetion;
or {i1) tuition and fees when the training is in an institution not operated by
the organization, are allowable.

Ir. Costs of part-time education, at an undergraduate or post-graduate
college level, including that provided at the organization's own facilities, are
ailowable only when the course or degree pursued is relative to the field in
which the employee is now working or may reasonably be sipected to work, and are

limited to:
{1} Training materials.

(2) Tesxtbooks.
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(6) Straight-time comperselion of each employee for time Spent
artending classes during working hours nROL LD EACESS of 156 hours per year and
only —o the extent that clrcumstances do not permit the opersticn of classes or
artendance at classes after regular working hours; otherwise, such compensation
is unallowable.

c. Costs of tuition, fees, trainlng materials, &and texthooks {bui not
subsistence, salary, or any other emcluments) in connection with full-time

education, including that provided at the organization's own facilities, ar &
post-graduste (but not undergraduate) cocllege level, are allowaple orly when the
course or degree pursued is related to the field in which the employee 1s Now
working or may reasonably be expected to work, and only where the costs recelve
the prior approval of the awarding agency. 5Such costs are limited tc the costs
attributable tc a total pericd not to exceed one school year for each employes
so trained. In unusual cases the pericd may be extended.

d. Costs of attendance of up to 16 weeks per emplioyee per year at
specizlized programs specifically designed to enhance the effectiveness of
executives or managers or to prepare employees Zor such p csiticns are allowable.
such costs include enrollment fees, training materizls, texthooks and related
charges, employees' salaries, subsistence, and travel. Costs zllowable undex
this paragraph doc not include those for courses that are part of z degree-
oriented curriculum, which are allowable only to the extent set forth in
subparagraphs b and <.

©. Maintenance expense, and normal depreciation or fair rentzl, omn
facilities owned or leased by the organization for training purpcses are
sllowable to the extent set forth in paragraphs 11, 27, and 50.

f  Contripurions or deonations to educational or training instituvions,
inciuding the donation of facilities or other properties, and scholarsiips or
fellowshipe, are unallowable.

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and ¢ may be allowed with prior approval of the awarding
agency. To be considered for approval, the organization must demonstrate that
such costs are consistently incurred pursuant to an established tralining and
edusation program, and that the course or degree pursued 1s relative to the
field in which the employee is now working or may reasonably Le expected to
woIk.

50. Transportation costs. Transportation costs include freight, express,
cartage, and postage charges relating either to goods purchased, in process, ©r
deliversd. These costs are allowable. When such costs can reacdily be identified
with the items invelved, they may be dizectly charged a5 transportetion costs cr
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nusiness oI The nor-proiit orgarizatlion.

uss o cost besis, on oa per diem Or mileage

vasis I
¢ ‘ “ne “wo, provided the method used
an antire trip and not to selected days of the trip, and resulls :
consistent with those normally =2liowed in like circumstances 1in the non-prof.t
organizaticn’s non-~federally-sponsorad activitle

inourrad
r

b, Lodging and subsistence. Costs incurred by employees and oificars for
travel, including =osts of lodging, other subsistence, and incidentali expenses,
shall be considered reascnable and allowable only to the extent such ccszs do
not exceed charges normally allowed by the non-profit organizazion in its
regular operations as the result of the non-profit organization’s written travel
policy. In the absence of an acceptable, written non-profit organization policy

egarding travel costs, the rates and amounts established under subchapter I of

Thapter 57, Title 5, United States Code {(“Travel and Subsistence bxpenses;
Mileage Rllowances”), or by the Administrator of General Services, or by the
President {or his or her designee) pursuant to any provisions of such subchavter
shall apply to travel under Federal awards (48 CFR 31.205-461a)).

=. Commercial air travel.

{1} Airfare costs in excess of the customary standarc commercial
airfare {cocach or equivalent), Federal Government contract aizfare (where
authorized and availapble), or the lowest commercial discount airfare are
anallowable excapt when such accommodations would: {a) reguire circuitous
routing; {b) require travel during unrszasonable hours; [c) excessively prolong
travel; (d) result in additicnal costs that would offset the transportation
savings; or (e) offer accommodations not rezasconably adeguate for the traveler's
medical needs. The non-profit organization must justify and document thess
conditions on a cass-by-case basis in order for the use of Ilrst-class airfare
to be allowable in such cases.

{2) Unless a pattern of avoidance is detected, the Faderal
Government will generally not guestion a non-profit organization's
determinations that customary standard airfare or other discount zirfare is
unavailable for specific trips if the non-profit organization can demonstrate
either of the following: (a) that such airfare was not avaitlable in the
specific case; or (b) that it is the non-profit organization’s overall practice
to make routine use of such airfare. '

d. Bir travel by otl.er than commercial carrier. Costs of travel by non-
profit organization-owned, -leased, or -chartered aircraft include the cost of
lease, charter, operation (including personnel costs), maintenance,
depreciation, insurance, and other related costs. The portion of such costs
that exceads the cost of allowable commercial air travel, as provided fcr in
subparagraph] <., is unallowable.
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Hatteile Memsrial Institvvre, Headguarcered ir Jolumpus, Dhi

Broakhaven Matioral Laboratory,

CNE Corporation (CNBCY, Alexandria, Virginia

Environmential InstTis

Harford Snvironmenztal Heal*h Foundation, Richland,

LMI, MciLean, Virginia

Mitre Corporation, Sedford, Massachusetis
Mitretek Systems, Inc., Talls Church, Virginia
Nazional Radiological Rstronomy Observatory, Green Bank, West Virgiria

Naticnal Renswable Ensrogy Laboratory, Goiden, Colorado
Cak Ridae Associated Universities, Ozk Pidge, Tennessaes

B

)

nd Corpcration, Santa Monica, California

Researcl Reszarch Triangle Park, Horth Carolina
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Riverside Research Ilpstitute, New York, New York

3outh Tarclina Research Authority (SCRA!, Charleston, South Carolina

N
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5. Defivivions. The definitions of key terms used in tois CTircusar are
contained in § .30E in the Attachment e Ci

. The specific re
Fa -Federal entici
th zgencies

ma eral entities,

ad e Circular in o
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IRt in § 470
Yool roular 1 azgencizs,
GuLY L 36, an L weers begL
20L 1RaE, aucept 499 12) )

Thne ztandards aec is T Federal agencies sh
Fegderal =n 2 b Federal agencies in
ot Laver :th ] s al ion of this final rev

al Register o =th chey o audics of Iiscal ve

ter June 30, 1996, with the exzeption that § 305(b) of ¢

prlies t£o audits ol fiscal ysars beginning alter June 30, |
The reoguirements of CTircular B-12B, although the Circular is rescinded,
the 1290 version o»f CTircelay A-133 remain :n zffect for audits of fiscal
beginning on or befscre June 30, 19345

The sions published in che Federal Register June 27, 2002, are
fecrive “izscal yesars ending after December 31, 1003, and =arls

implementation is not permitied with the exception of the deiinition of
oversight agency for audic which is effective July 28, 2003.

Rugustine T. Smythe
Acting Diracior
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- Basis o G JEYCE £XLEnGed
- Subrecipien QeLs natlone
R Relarion Lo oTner zudit reguiremente.
TG Freguerncy of =audizs
T oaoE SEALCLLiONS
Tzne RUZitT CcoBTE
e Program-specific audits
Subpart CT--nkuditees
200 Eudizee regponsibilities.
0% tuditor selection.
R Financial sTalements
RS- Rudit findings folliow-up.
o Aza Eeport submission.

Subpart Li--Federal Agencies and Fass-Through Entities
400 Fesponsikilities.
_ADE Mznagement decision.

Sabpart z--zuditors

__.oee Scope
___.505 Budit
T EID audit
.51k Rudit
___.Ezo Major

.525 Trize:r
530 Crite

4

hppendiy B to Part - Teta Collscticn Form iForm SF-5AT).
2ppendix B to Part - Circulzr A-l
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2XpeNas Federal awards wilich
LINEN

Ludit nat is a public accountant or a raderal,
Duate or 1 rganization, which meets the general
standards acoepced government auditing standards
fGAGh“u, ot iInciude intaernal suvditors 5f non-proiis

‘'t finding means deficisnc: the auditor is raou
} o ra2port in the schedul findings and guestioned

554

ZFDE number means the number assigned to a Federal program in the
Catalog of Federal Domestic Assistance (CFDA) .

Cluster of programs means a grouping of cleosely related programs wnat
share commen compliance regulrements. The cypes of clusters of programs are
research and development (R&D), student financial aid (5Fa), and other
clustars. "Other clusters" zare as defined by the Office of Management and
Budget (DMB) in che compliancs supplnmﬂn: or as designsted by a State for
Faderal awards the State provides to its subrecipients that meet the
defini:lon of & cluster ¢ programs. When designating an “"other cluster," a

State shall identily the deral awaxrds included in the cluster and advise she
subrecipients of compl: requirements applicable 2o the cluster, consistent
with §  .400(d) (1) and §__ _ .400(d) (2}, rasoec:ivei . A cluster of programs
shall be considered as one program £or determini ng major programs, as
describped in § .5320, and, with the exception of R&D as described in

5 .200(c), whether a program-specific audit may be elected.

Toonizant agencv for audit means the Federal agency designated to carry
out the responsibilities described in § .400(a) .

Tompliance supplement refers to the Circular A-3133 Comoliance

Supoilement, :inciuded as Bppendix B to Circular A-133, or such documents as
OWB or its decignee may issue fo replace it., This documsant is available from
the Sovernment Printing 0ffice, Buperintendent of Documsnts, Washington, DC
20402-38325. .

(2; Producss recommanded improvements; or

s that audit findings are sither inva

Pederal ag=ncy has the same meaning as the term zgency in Section 3351000
of tivle 5, Unit=d States Code.

Faderal sward means Federal financial assistance and Fsderal cost-
reimbursement ~—ontrasts that non-Federal sntities recsive dirszctly from
rederal awarding agencies or indirectly from pass-through entities. it does
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[SRTY

acnated su
ALSLTQH_E ,
put Go=e not lnc_oude

dered Tc wndivicueals

Z) Wher no CFDE number 18 &
gency mads for the same purposs s

3 Notwithstanding paragraphs (1) and {2) of tnzs definivion, &
cluster of programe. The types of clusters of programs sre:

(i) Fesearch and development (R&D);

{11 Student financial =2id {(EFAR}, and

f14ii] "Other clusters,? as described in the definivtion of cluster
2f programs in this section.

SAGEE msans generzlly ac
the Comptmroller General of the United
financial audits,

coepted government auditing standards L=
iy States, which are spolicable 1o

Generzlly accepted zccounting principles has the mesaning specified in
generally accepted auditing srandards issued by the Awmerican Institute of
Tertified Public hocountants (RICPL).

»

means any Inciarn tribe, band, nation, o©
ty, including any Ziaskan Native village or
tion {azs defined in, or sstablished under, the Alaskan Ka

,
OO

E
- e
14 1t e et i

com
village corpora ative
Claims Settlement Act) that 1s recognized by the United States as eligible for
the special programs and services provided by the United States te Indlans
pecesuse i their status as Indians.
Internal control means & proces:z, effected by an enticy's mansgement and
other personnel, designed Lo prov ld& reasonable sgsurance regsralng Lhe
ement of ob-ectives in the fo wing categories:
(3 Effectiveness and efficiency of operacions;
f2 Reliap:lity of financial reporting; and
i Compliance with aprlicabie laws and regulations.
nel coptrol perrgining te the compliance reguirements for Federsl
nterngl control over Fedeval programs) means e process--effscred by

m




i © zhe preparation of rellaple financizl gIatements and
Fageral raporos;
L1} Maintain acctguncabil:itv over asssis; and

{111} Demong-rate compliance wizh laws, regulations, and sther
SOMnL L AanTe reguirements;

(2 Transactions are executed in compllance with:

(i Lawg, ragulartions, and the provisions of contracts or grant
sgrzemants that could nave a direct and material effact on a rFaderal program;
and

(ii;  Any o-her laws and regulaticns that are identified in the
zompliance supplement; and

(3) Funds, property, and other assets are safeguarded against 1oss

from unauthorizad use or disposition.

aderal loan or loan guarantee recelived or administersd by

al _goverpment means any unit of local government wiihin a

ol borough, municipalicy, city, town, township, p
=cial district, school discrict, intrastate di
nts, and any other imnstrumentzlity of Local gov

Matior prodram means a rederal program determined by the auditor to be a
major program in accordance with § .5320 or a program identified as a major
program by a Federal agency or pass-through entity in accordance with

§ .21%(e}).

Manaasment decision msans che evaluation by the Federal awarding agency
oTr pass- througn entity of the audit findings and corrective actiom pﬂan and
the igsuance of a written decision as to what corrsctive actlon is necessary.

Non-Federal spnticy means a State, local government, or non-proiit
organization.

Non-profit organization means:

(1) any corporation, trust, assoclation, cooperative, or octher
organization that:

(1} ig operated primarily for scientifie, educatiocnal, service,
charitable, or similar purposes in the public interest;

{ii) Is not organized primarily for profit; and

(iii) Uses its net proceeds to maintain, improve, or expand Its
operations; and

{2} The term non-profit organization includes non-profit institutions
gher education and hospitals.
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E Wiy e, 2G0E, the Zolliowing s added Lo

£ sency WiILE overgignt Ior an zuditee may TC
ar. eral age whnicr pr dee substantial e

Le signt y for auc Witnin 20 days

T T, bot old and the new oversight ag :

no audite and, if known, tThe audizor of ¢

ans an aucdit of one Federel progralh &c provided

(1 Wnich resuited Ifrom
pr ion of a law, regulation,
other agreemsnt or document gove
funds used to match Federal fun
(2] Where the ccsts, at zhe time of the audit, sre not supported by
adequate aocumsntation; or
(3 Where the costs incurred azppear unreascnable and 2¢ not reillect
the zctions a prudent perscn would teke in the circumsiances
Fegipient meens a non-federal entity that expends Federazl awards
received directly Irom z Federa!l awgrding agency fto cerry out a Federzl
program
research activities, DoLh Lagic
are pericrmed Dy a non-
stemetic study directed tToward
n the subject studied. The tTerm
u cri olving training of individuals imn
chnigues where such zctivities utilize the same Ffacllitlies as other
development activities and where such activitlies are not included
action function. Developmeni is the systematic use of knowledge
andi rese I toward the production of
including cecsign end

s financial

Dl
2]
lag

it which includ oth the entity
is ac described in § .500.

, the District of Columbls,
nds, Suam, American Samoa, The
¢ the Trust Territory of ihe
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grams oi gens
“he Pigher Bg
ls administer
zovided by ot
e felliows 3
¥ oy =Zpe or
Subreginisnt means a non-Federal 2ntity that expends Federal awards
ived from a pass-through entity to carry out a Federal program, but do=as
- include an individuel that 1s a beneficiary of such a program. A
anreciplent may alsc be a recipisent oi other “»dera; awards directly from a
dersl awarding sgency. Suldance on distingulishing betwesn a subrezoiplient
a vendor lg provided in & . 210.

Tyvoes of compliance reguirements refars to the Lypes o’ compliance
regquirements listed in “he compliance supplement Examples include
ac-ivities aliowed or unallowed; allowable costs/cest principles; cash
management,; eligimility, matching, level of effori, earmarking; and,
raporting.

ans a dealer, distributor, marchant, or other seller providing
23 that are reguired for zhe conduct 0f a Federal oprogram
services may bhe for an organization's own use or for the use of
{ the Federal program. Additiopal guidance on distinguishing
wcipient and a vendor is provided in §__ 210,
Subpart B--2Audits
5 .200 rudit requirements.
iaj pudit reguired. Non-Federal entities that expend 5300, 600
, 000 for fiscal yeers ending after Deacember 31, 2003} or more in a year
:deral awards shall have a single or prograwm-specific audit conducted ior
year in accordance with the provisions of this part. Guidance on
mining Federal awards expended 1s provided in §_ .205.

{b) Single audit. Mon-Federal entities that expsand $300,000 (535300, 000
for fiscal years ending after December 31, 2003) or rwre in a y=ar in Federal
awards shall have a single audit conducted in accordance with § . 500 except
when they elect to have a program-specific zudit conducted in accordance with
paragraph (e} of this section.

{(c) Program-specific audit election. When an auditee expends Federal

awards under only one Federal program (excluding R&D) and the Federal
program's laws, regulations, or grant agresments do not require a financial
statement audit of the auditee, the auditee may elect to have z program-
specific audit conducted in accordance with §  .235. A program-specific
audit mey not be electad for R&D unless all of the Federal awards expended
wera razceived from the same Federal agency, or the same Federal agency and the
same pass-through entity, end that Federal agency, or pass-through entity in

s

The case of a subrecipient, approves in advance a progrem-specific aundie.
=¥ nxemption when Federal awards expended are less than $300, 000
(3500, 000 for fiscal vears ending after Decembey 31, 2003). Non-Federal
8
L]
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and ‘=Dﬂrsement oi ed through to
subirec: a roceeds under all guaranlee

procra 3 ; the recelpt rpius property; the
recelp =l gra come; the grstr consumption of food
commodities; thne disbursement of amounis nen-Federel entity to
an lnterest subsidy; end, the period when is in force.

1 Value of new lcocans macde ©r recsived during the fiscal year;
plus

123 Balance of loans from previous yvears for which the Feoersl
Government lmposes continuing compliance reqguirementes; plus

2] Eny interest subsidy, cash, or administrative ccst allowance

Logn andg loan guaraniess {leans)] at nsritutions of hiigher
Whern loams are made Lo students of ap institution of higher
mut the institution doss not meke the ilsans, thern ornly the velue of
during the ysar shall be conesidered Federzl awards erpendsd in that
bailznce of leoans four previous years 18 not ﬁnclbdud as Federzl
expended because the lender accounts for pr

gy Prigr ican and lcen guarantees
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b ; L A e e [

vieTds expendad ang sual

-1 Medicaid, Medicaid payments to 3 subrec
pat.ant care services to Medicald sligible individus
Federal awards cypended under this part unlzss a 5ta
ne trested as Federal awards esxpended becasuse reimbu
rezimbursament basis.

! ~“ertain lcoans provided by the Hational Credit Union

hdministration. For purposes of this part, loans made from the National
Tredit Union Share Insurance Pund and the Central Liguidicy Facllity tzhet are
funded by contributions from insured institutions are not considered Federal
dvards ezpended,
g . 210 Subracipient and vender determinations.

ray General. An a2udites may e a recipient, 2 subreciplient, and a
vandor. Faderal awards ewpanded as a recipient or a subrecipient Would be
supject to audit under this part. The payments recsived for goods or ssrvicss
srovided as a vendor would hot be considered Faderal awards. The guidance it

paragraphs (b) and (c) of this section should be C
whether payments constitute a Federal award or a p

services

Lean .

c
a

onsidered In determining
ayment for goods and

cative of a Federal award

ics indi
ation:

i i
organiz

() Faderal award. Charactiarls
4 by a subrecipient are when the

(13 Determines who is eiligib

(2} Eas 1ts performance measured against whather the objecilives
of the Federal program arge met;

(3 Has responsibility for programmatic decision making;

4] Has responsibility for adherence to applicable Fesderal
program compliance reguirements; and

(5) Uses the Federal funds to carry out a program of Zhe
crganization as compared to providing goods or services for a program of the
pass-through entity.

{z) Pavment for ogoods and services. Characteristics indicative of a
sayment for goods and services received by a vendor are when the organization:

{1 Provides the goods and servizes within normal business
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include pre-award audits,
gudits.

rs In mc=t cesss, LThe

1s only to ensure that the
Services comply wWith laws,
grant agreements Frogram
rough to vandors However, The
for vendor transactlions which
ie for program compliance cr
ine ance. Elso,

cope of the
e i1 compliance

determining z
racts or granl agrsemsnts.

W
t-ong, and the provisions of com

£ 215 Relation to cther audit reguirements.
in liew of giper gudits. An audllt made in
be in lieu of any financial sudit reguired
To the extent this zudit meets 2 Federal
on and Lse such audits The previsgions of
rity of Federel zgencizes, Lncluding thelr
nduct or arrange for additional audits (e.g.,
gucdits, eveluatlons, Lnspections, O Ireviews)
onetrain Federzl acencies L carrying out
ional awvdits shell be planned and perfcrmed irn
rk perforned by other suditors.
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nnizl zudits provided _n paragrapnz (&)
Dy tnis part thall be pe r;o:med

ver botn years within the biennial

PJ

SaTept
and (b)) of
annually. &

A State or local government that is reguirsd by constitution or
effect on January 1, 1987, to undergo its audits less Irequently
1y, is permitted to undergo its audits pursuant to this part

This reaguirsement must still be in effect for the biennial periocd

§a)! bny non-profit organization that had bisnnial audits for all
piennial periods ending bhetween July 1, 19292, and January 1, 1995, is
permitted to undergo its audits pursuant to thils part biennially.

§ .225 Sanctions,

Ho audit costs may be charged to Federal awards when audits required by
tris part have not besn made or have been made but not in accordance with this
part In cases of continued inability or unwillingness to have an audit
conducted in accordance wiith this part, Federal agencies and pass-through
=rtities shall take appropriate action using sanctions such as:

la; Withholding a percentage of Federal awards until the zudit is
compieted satisfactorily.

{by Withholding or disallowing overhead costs;

{c) Buspending Federal awards until the audit is conducted; or

(d) Terminating the Federal award.

§ .230 Audit costs.

Bllowabie costs. Unless-prohibited by law, the cost of audits

(aj
made in accordance with the provisions of this part are allowable charges to
Faderal awards. The charges may be considered a direct cost or an allocated
indirect cost, as determined in accordance with the provisions of applicable
OMH cost principles circulars, the Federal Acquisition Regulation (FAR) (438
CFR parte 30 and 31), or other applicable cost principies or regulations.
12
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aucits.

zudif guide available. in many cases,
gveilable to pr LT JUlCance T
pect To intermal centrel, ¢
and audit repocrting regul
o

.
ice ¢f Inspector General ra
2 guide is avarlakls. When a current program-spec:ifrc azudit
guide is availapls, the auvditor shall follow GAGAE and tThe guide when
performing & program-specific audit.
by Frocram—specific audit oguide nol svailable i1) Whern & program-
& LT de i avgilable, +© ditees iztocr sghaell ve
1 ~

exform en audit cf the flinanciel stazfement{s) for the
e with GAGEE;

Ohrein ar uncerstanding of e I
pericrm tests of interrnal controel over the Federal program COLREZST

rege rements of § .B0C{e) for a major program:

rmine whether the audites
ions of comtracts ©r grant
ect on the Federal procram

maiory program; and
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The
somblned ve
presantad a7
was conductad oo

i bn opinion (or disclal 5% ppinion} as to whather
tne financial statzmentis) of the Faderal program is presented faixly In &l
msrerial yespects in sonigrmity with the stated accounting pelicies;

fii) B report on internal control related to “he rFederal
orogram, which shall describe the scope of zesting of internal control and the
results of the tests;

fljJ; A report on compliance which includes an opinion (oY
disclaimer of opinion) &s o whether the audites complied with laws,
regulations, and the provisions of contrachs Or grant azgreements which could
iave a direct and material effect on the Fzderal program; and

(iv} A schedule of findings and gquestioned zosts for the
Fedaral program zthat includes a summary of the auditor's results relatlive o
“ne Foderal program in a format consistent with § .505(d) (1} and findings

L

1
ioned costs consistent with the reguirements of § .505(d) (3) .

ic) Report submisgsion for program-sne
ne audit shall be completed and the rep
or (e} (3} 2f this section submitied wi 1er of 30 days afte

£ of the auditor’s raport(s), or nine months after the end cf the audit
unless a longer period is agreed to in advance by the Federal agency

ovided the funding or a different period is specified in a program-

ic audit guide. (However, ZIor fiscal years beginning on or befors Jun=
8, the audit shall be completed and the required reporting shall be
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4 within the earlier of 30 days after receipt of the auditor’s

y, or 13 months after the end of the audit period, unless a differ
is specified in a program-specific audit guide.) Uniess restrictead
regulation, thes auditee shall make reoport copies available Zfor publ

W
oo

Hgogo-
O

oW
(ST =S
m o

-
b
0o
b

7w
b3

}-
t
o
[

0 n CLort of o' Q,U e %

a
=
0.

Bt

tio
ic audit guide is availakle, the
aringhouse designatad by OMB the data
with § .320(b), as applicable to a
b . ng equ‘ ed by the program-specific

audit guide to be retained as an archival py. Also, the audiiee snall
submit to the rederal awarding agency or pass-through entity the reporting
reguired by the program-specific audit guide.

2) Whnen a program-speci
auditee shall submit to the Federal cl
collection form prepared in accordance
program-specific audit, and the reporti

-

iUHﬁ

h

{3 When a program-specifiic audit guide is not available, the
reporting package for a program-specific audit shall consist of the financial
statement (s) ¢f the Fzderal program, a summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (b) (2} of
this section, and the auditor's rsport{s) described in paragraph (b) (4} of
this saction. The data collection form przpared in acccordance with
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WIZUTEL ToU_oflIzuion Lo The pELE-LLILUGn £DTITYV, JORELST
raeguirsments of § 320 (e} {(2) L osubreclplent may SADINLL

voto zomply with

0{3), &__ 400
d provigions

tal Iden
expanded aznd tThe
procram and awar
&né number, =zwar
pass-through ent

() Ma cver Federel programs that provides
rezsonable ass Tee L8 managing
Federal awards in compliance with lews, zegulatlons, and the provisions of
contracts or grant agreements that could heve & materizl effect on each of Zts
Federzl programs.

e C g, reguletions, and the provisions of contracts or

' e =}
cach of 2ts Federzl programs.

tatements, including the schedule

idj Prepare approp 5
rdanice with § .310.

E
of erxpenditures of Federel awards ‘@ acc

Ensure that the gudits reguired by this part are properly
1d submitted when due. When extensions Lo the report submission

[

ue date required by § .22C0{a) are granted by the cognizant ©r oversight
agency for audit, promptly notify the Federel clearinghouse designated by OME
end each pass-Lhrough entity providing Federel awerds of the extension.

(£ Fellow ap and take correctiwve action on auwdit findings, including
preparetion of 2 summary schedule ¢f pricr szudit findings and & corrective
actior plan in accordance with § L2318 (kE) ang § .315{e), respectively.

g . 3205 Euditor selection.
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T ards pre
= o as zhe
; ER I -
e R TarnTE an
Tion Gher won-Pr
48 3 zpolicabl
deLJdud Admin llzetions
Hew e lding, Was! 503) . #Wh
ud-;e~s shc,l make positive =ffort small bus LT
owned Ifirms, and womzn'g business enterprizes, in DYOCUrL se*"lﬁe% as
sZated i the 2-102 Common Rulse, OMB Jircular A-130, or o 58 CFR parc
42, as applicable. 1In reguesting proposals for audit se the
ocbjectives and scope of the audit shouid be made clear. to be
considered in evaluating each proposal for audit services inciude the
responsiveness to the reguest for proposal, relevant sxperience, avallabllity
of staff with proiessional gualifications and technicel abilivies, the rasulis

of external guality control reviews, and price.

(b} Restriction on auditor preparinog indirect cost proposals .  An
auditor who przpares the indirect cost proposal or cost allocation plan may
not also be selected to perform the audit required by this part when the
indirect costs racovered by the auditee during the prior year excesded 351
miliion., This restriccion applies to the base ysar used in the preparaticn of
the indirect cost propesal or cost alleocation plan and any subseguent years in
whizh the resulting indirect sost agreesment o Cost alloczation plan is used -o

recover costs. To minimize any disruption in existing uontvacts for audic
52TV this parazgraph appiiss to audics of Iiscal vears beginning aifter
June i29B.

(o Use of Pederal auditors. Federazal auditors mway perform all or part

they comply fully with <he

[¥R

of the work reguired under this part
reguirements of this part.

§ L3140 Financial statements.

fa)l Fipancial statements. The auditee shall prepere financizl
statements that refiect its financial position, results of operations or
changes in net assets, and, where appropriate, cash flows for the fiscal year
avdited. The financial statements shall be for the same organizational unit
and fiszzl year that is chosaﬂ to meet the reguirements of this part.
However, organization-wide ancial statements may also include departments,
agencies, and other organizational units that have separate audits in
accordance with § _ .500(a) and prepare separats financial statements

(b} Schedule of expenditureg of Federal awards. The audicee shall
also prepare a schedule of expenditures of Federal awards for the period
covered by the auditees's financial statements. While not reguired, the

audisee may choose o provide information regquested by Federal awarding
agencies and pass-throvgh entities to make the schedule sasier fto use. For
example, when a Federal program has multiple award years, the audifee may list
the amount of Federal awards expended for sach award year separately. At
minimum, the schedule shall:

jty

(1) List individual Federal programs by Faderal agency. For

Federzl programs included in a cluster of programs, list individual Federal
program & within a cluster of programs. For R&D, total Pederal awards expsnded
shall be shown either by individual award or by Federal agency and major
subdivigion within the Federal agency. For example, the National Insticute
of Healrh is a major subdivision in the Department of Health and Human
Services.

L6 ATTACHMENT ..o
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5 To Lhe
identliy in The scheQu:
Fezderal program.

(6 Inciude . in either the schedule or & note To The scheCule,
the value of the Federal awards GLOEﬂded in the form of non-cC&sSR asgilstance,
Lhe amount of Insurance i Ll Y, an or loar
Suaraniées outs:and;nq a =l s preferavle Lo
present this information
g L3215 zudit findings follow-up.

(el General . The auditee is regponcible for follow-up and corrvective
acricn on all audit findings. As part of this responsibilicy, the zudires
shall prepare a summary schedule of prior auwd:t findings. The audites sha:l
zlsc prepare & corrective action plan for current year audit findings. The
summary schedule of prior sudit findings and the corrective actlon pian shell

include the reference numbers the auditer assigns tc audit findings under

g .510{c). Since the summary schedule may include audit findings Irom
maltiple vears, it snell include the fiscal year n which the Zincing
nitizlly occcurred
() Summarv schedule of pricor audit findinas. The summary scheduls cof

prior audit findings shall *apor* the status of z2il audit f:ﬁd4ngc included In
che pricr audit's schedule of findings and guestioned coste relative Lo
Federal awards. The summary schedule shall also include azudit fln'
reported in the prior audit's SUMMATY S hedule of pricr audit findings except
zudit findings listed as corrected in AcCOTrZance with paragraph {(b) (1) of this
section, or nc longer valid or not warranting further acticn In accordance
with paragraph (b){4) of this sect_om.

p -

12 When audit findings were fully corrected, the summary
schedule need only list the audit finmdings and state that corrective acCLlon
was Taken

(Z) When audit findings were not corrected or were only
partially corrected, the summary scnedule shall describe the planned
corrective action as well as any partial corrective actlion Taken.

5y When corrective action taken 1s eigni
corrective action previously reported ip a Corrective a
Federal agency's or pass-through entity's mansgement ds
schedule shall provide an explanation.

f4) When the auditee believes the audit findings a !
valid or do not warrant further action, the reasons for DOS 11 be
describzd in the summary schedule. 2 valid reason for comsidering an aucot
findino as not warranting further action is that 211 of tne fcllowing have
occurred

{11 Two yesre have pessed £lmce the audlit report in which

=
-]
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5 .320 Report pubmission.

Genaral. The audit shall bz completed and the data collsction
cribed in paragraph (b) of this section and reporting package

in paragraph (c) 2f this section shall be submitted within the
of 30 days after receipt of the auditor’'s reporti{s}, or nine monihs
-he end of tne audit pariod, unlessz a longer period is agres=d o in

by the cognizant or oversight agency for audit. (Howsver, for fiscal
beginning on oy beifore June 30, 1998, the audit shall be completed and
data collection form and rcpoLuLng packagn gshall be submitted within the
ier of 30 days after receipt of the auditor’s report({s}, or 13 months

r the end of the audit period.} Unless restricted by law or regulation,
auditee shall maks copies avallable for public inspection.
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8} Data Collection. {1} The auditee shalil submit a data “oLlecti
form which states whether the audit was completed in. accordance with this p
and provides information about the auditees, its Federal programs, and the
results of the audit. The form shall be approved by OMB, available ZIrom the
Federal clearinghouse designated by OMB, and include data eiemenus similar o
rhose presented in this paragraph. A senicr level representative of the

on

bkt

audicee le.g., State controller, director of finance, chief executive officer
or chief financial officer) sghall sign a statement uO be included as part of
the form certifying that: the auditee complied with the reguirsments of this

part, the form was prepared in accordance with thig part ‘and the instructions
accompanying the form}, and the information included in the form, in its
entirety, are accurats and complete.

{2) The data ccllection form shall include the following data

ot

(i3 The type of report the auditor issued on the financial statements of
the auditee (i.e., ungualiiied opinion, gualified opinion, adverse
opinion, or disclaimer of opinion).

(i1 Wnere applicable, a statement that reportable conditions in internal
control weres disclogsed by the audit of the financial statements and
whether any such conditions were material wsaknesses.

(111 2 statament as o whether the audit disclosed any noncompliance which
is material to the financial statewments of the auditee.

{(iv) Where applicable, a statement that reportable conditions in internal
control over majoar programg were disclosed by the audit and whether
any such conditions were material weaknesses.

() The type of report the auditor issued on compliance for major

1B
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The name of each Federzl progran and iaentification of each major
program. Individuel programs with-n & cluster of progreme gi Td
ligted ir the same level of detail as they are listed In ¢ e
of expenditures cof Federal awards

The amount of expenditures in the schedule of expenditures of Federal
awards sssoclated with each Federal program.

For each Federzl program, & yes or no statement a5 to whether there
are andit findings in each of the foilowing tyopes of compliance
requirements and the total amount of any gusstioned costs:

(&) heotivities allowed or unalleowed.

(B} 2llowable costs/cost principles.

(T eg8h management.

(D) Davis-Bacon Ect.

(E) Eligibility.

(7 Eguipment and real property management .

(G) Matching, level of effort, sarmarking.

(I Feriod of availability of Federzl Iunds.

(2} Procurement and suspensicn and debarment.

(aJ) Program income.

(¥ Real property acguisition and relocabion zssistance.

{L) Reporting.

{M) Subrecipient monitoring.

(15} Special tests and provisions,

Buditee Name, EBmployer Identification Number(s), kams and Title of

Certifying Qfficial, Telephone Number, Signature, and Date.

ruditor Name, Name and Title of Contact Person, Audicor Address
tuditor Telephone Number, Signatures, and Dats.

:
he* the auditee has either & cognizant or oversight agency Ifor

The name of the cognizant or oversight zgency for audit determined :in

accordance with § .400(a) and § 400 (b}, respectively.
{z] Usinc the “nformation inciuded in the reporting package
ibed in paragraph (c) of this section, the auditor shall complete the
able sections of the form. The auditor shall sign a statement Lo be

ded as part of the data collecticn form that indicates, at & minimum, the

C
b
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the imformation inciuded in the form, the auditcor’s responsibility
informatﬂon, that the form is not & substitute for the reporting
€ described in peragraph (o) of this section, and thet the content of
15
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(d} Submission o clsaringhouse 211 auditees shall submit Zo =he
fFederal 2izaringhouse dasignated by OMB che data collection form described n
paragraph (b) of this sscrion and one copy of the reporting pacitage described
in paragraph (e} of this sectien for

(1) The Federzl clearinghouss to retain as an archival copy;
and

(2) Pach Faderal awarding agency when the schedule of findings
and guestioned costs disclossd audit findings relating to Federal awards that
the Faderal awarding agency provided directly or the summary schedule of orior
audit findings reported the status of any audit findings relating to Federal
awards vhat the Federal awarding agency provided dirsctly.

‘a) Additional supmission bv subrecipients. (1} In addition to
reguirements discussed in paragraph (d) of thnis section, auditess that ar
also subracipients sha:l submit to each pass-through entity one copy of ¢
reporting package described in paragraph (¢} of this section for each pas
through entity when the schedule of findings and guestioned costs d 3
audit findings relating to Federal awards that the pass-through encitc
provided or the summary schedule of prior audit findings reported the
of any audit findings relating to Federal awards that the pass-through
nrovided,

(z) Inste=ad of submitting the reporting package to & pass-
through =ntity, when a subrecipient is not reguired to submit a reporting
package to a pass-through entity pursuant to paragraph (e} (1) of :
the subrecipiesnt shall provide written notification to the pass-
that: an audit of the subreciplient was conducted in accordance with
{including the period covered by the audit and the name, amount, and CFDA
number of the Federal award({s) provided by the pass-through entity); the
schedule of findings and guestioned costs disclosed no audit findings relating
o the Federal award{s) that the pass-through entity provided; and, the
gummary schadule of prior audit findings did not report on the status of any
audit findings relating to the Federal award(s) that the pass-through entity
provided. A subreciplient may submit a copy of the reporting package described
in paragraph {e) of this section to a pass-through entity tec comply with this
notification reguirement.

(£) Reguests for renort copies. In response to reguests by a Faderal
agency oOr pass-through entity, auditees shall submit the appropriate copies of

the reporting package described in paragraph () of this section and, if

£

requested, a copy of any managemsnt letters issued by the auditor.

(g} Report retcention reguirements. Auditees shall keep one copy of
the data collection form described in paragraph (b) of this section and one
copy of the reporting package described in paragraph (e) of this section on
file for three years from the date of submission to the Federal clearinghouse

20
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ciromic in this part si
tne Fede in sush manng
approval -aringhouse may
igEions.

derzl Zgencies and Pass-Through Entities
esponsibilicies.

= Cogrizant agency for audit respongipiiities. Fecipients exXpencing
more Uvhan $25 miilion (€50 million for fiscal ysars ending after Decembsr 21,
2002} & vezr in Federal awards shell have & cogrizant agency for audit. The
designated cognizant agency for audit shall be ~he Fedeval awsrding zgency
that provides zhe pvenomhﬂqpt amount of direct funding To & recliplilent unless
OME males z specific cognizant agency for audit assignment.
Followd ective for fiscal yesars ending on or before December 21, 2003:

To prov;de for continuity of cognizance, the determination of the predominant
amount of direct funding shall be based upon direct Federzl awards expended in

“he recipisnt's fiscal ysasrs ending in 19%5, 2000, 2005, and every fifth vear

“heresfter. Por example, audit cognizance Zor psriods ending in 1987 through
2000 will be determined based on Federsl awards expended & ez5 {HBowever,
for States and local governments that expend more than $25 million & year in
Fedsrzl awards and have previocusly assigned cognizant agenciss for audit, the
reguiremsnte of this paragraph ars not effective until fiscal years beginning
aftexr June 30, Z000.)

Following is effective for fisczl years ending afrer December 31, 2002

The determination of the predominant amount of direct funding shell he bzsed
upon direct Federal awards expended in the recipient's fisczl years ending o
2004, 200%, 2014, and every fifth year thereafier. For example, audlt
cognizgance for periods ending in 2006 through 2020 will be determined based on
Federal awards expended in 2004, {However, for 2001 throughk 2005, the

cognizant agency for audit is determined based on the predominant amount of
direct Federz] avards expended ir the recipient's fiscal year e=nding in 20007 .

Notwithstanding the manner in which eudit cognizance is determinec, a Feder
awarding agency with cogF1 ance for an auditee may reassign cognizance to
another Federal awarding agency wnLcn provides substantizsl direct Ifunding and
agrees to pe the cognizant agency for audit. Within 30 days after any
reazssignment, both the old and the new cognizant aGency for audit shall notify
rthe audites, and, if known, the auditor of the reassignment. The cognizant
agency for audit shalil:

(G Provide technical audit advice and liszison o auditsess and




‘ede a
law enforcement officials of any direct reporting by the
cor of lrregularities or illegal acts, as rsoulred by GAGA
3 0nS
15 hdvise the auditor and, where apprcpriate, :he zudites ol
any defiriencies found in 2he audivs when the deficisncies reguire corrasciive
action by the auditor. When advisaed of deficiencies, the auditee shall work
with the auditor to take corrective action. If corrective action is not
taken, the cognizant agency for audit shall notify the auditor, the zudites,

and applicable Federal awarding agencies and pass-through entities of the

facts and make recommendations

for follow-up actlcon.

Major inadeguacies or

rapetitive substandard performance by auditors shall be referred to

appropriates
action.

(6} Coordinate, ©o the

made by or for Fsderal agencies that are in addition to
that the addit:onal audits or
periormed in accordance with thig part.

pursuant to this part,
audits

50

{7)
“he Federal programg of mors
{g)

among auditors to achisve the

(9]} For bi

(o)

State licensing agencies and prof

[

ennial audits permitted under §
auditee reqguests o qualify as a low-risk auditee under §

Oversight agencv for audit

essional bodies

extent practical,

Coordinate a managemsnt decision for audit findings
an one agency.

regpongsibilities.

for disc

audits or
the audits made
reviews build upeon

.220,
530 (a) .

rev.oaws

that

Coordinate the audit work and rezporting responsibilities
most cost-effective audit.

LY

congide

An auditee which

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

§ .105. The overszsight agency for audit:
{1}

ragquested
(2)

(c)

Federal awarding agengy responsibilities.

Shall provide technical advice to audit=es and auditcrs as

May zssume all or some of the responsibilities normally
perfsrmed by a cognizant agency ror audit.

The Federal awarding

agency shall periorm the following for the Federal awards it makes:

(1)

of the CFD2 title
award is for R&D.

Identi Ty
and number,
When some of

agency shall
award.

(2) Advise
Federal laws, rsgulations,
agreements.

that audits

are completed and reports

award year,

Federal awarde made by informing ssch recipient
award name and number,
chis information is not avzilable,
provide information nacessary to clearly describe the Federazl

if

and tbe
che Fad

recipients of reguirements imposed on them by

and the provisions of contracts or grant

ar ived

M
A
U
94
i




; Iaentify Federsl awaxrds made by lnicrminc =a

supresipient of CFDE title and number, award Lame and numLer g€&r, oI
the awsrd g R&D, and name of Federzl agency Wnen scome of i rmzrion
ie mot ava-iabie, the pass-through entity chall provias the Zest ‘nformation
svalalle TC descripe tThe Feasral award

() Advise subrecipients of reguiremesnts
Federzl laws, regulations, and the provisions 2f contrac
as well as any supplemental regulirements imposed Dy the

3 ) Monitor the activ1u1us of subrecipients

=nsure that Federal awards are used Zor authorized purp
laws, regulations, and the provisions of contracts or g
that perfcormance gozls are achievsd.

{4) Ensure that subreciplents ex penu-ﬁq 300,000 (£500,000 for
faigeczl yeers ending after Descember 21, 2003) or more in Federsl awards during
the suprecipient's fiscal year have met the audit reguirements of this part
for chat fiscsl vyear

(%) Issue a manggement decision on audit findinges within six
months fter re pt of the subrascipient's audit report and ensure that ths

1sm -

2 cel
subrecipl zkes zppropriate and timely corrective action.

(6) Consider whether subrecipient audits necessitate
adiustment of the pass-through entity's own records.

o
]

E_ .405 Management decision.

=y General. The maragemsnzt decision shall clearly state whether or
not the audit findinpg is sustained, the reasons for the dec;s;or, and the
expected auditee action o repay disellowed costs, make [inancial aéJ”"tmDn g,
or take otner action. 1f the aucditee h not completed corrective actio a
timetable for follow-up should be given. Pricr fo igsuing the managemoD+
decision, the Federal agency or pass-thirough snrizy may redquest
zdditional information or documentation from the audi tee, incl udlng a reguest
for auditor assurance related to the documentation, as a wav of mitligating
digzllowsd coste., The management decisgion should describe any appesl process
avellabie o the auditee,

———————




yrided ‘n §

wards it makesz

me responsible making 2

isi zix monzhe of receipt oI the audit
ot o hi  recs
eporc and procesd as

fersnce numbers . Management decisions shall include the

ers the auditory assigned to sach audit finding in accordance
a)

Subpart E--2duditors

§ .500 Scope of audit.
{a) General. The audit shall pe conductied in aczcordance with GAGAS

The audit shall cover the entire operations of the asuditee; or, at the opt;an
of the auditee, such audit shall include a series of audits that cover
departments, agenciess, and other organizational units which expended or
otherwise administer=sd Federzal awards during such fiscal year, provided thatz
gach such audit shall encompass the financial statements and schedule of
aypenditures of Federal awards for each such department, agency, and other
srganizational unit, which zhall be considered to be a non-Federal entity.

The financial sctatements and schedule of axpenditures of Federzl awards shall
be for the same fiscal vear.

{(b) Financial statements. The auditor shall detsrmine whether the
financial statements of the audites are presented fairly in all material
respects in coniormity with generally accepted accounting principles. The
auditor shzall alse determine whether the schedule of erpenditures of Federal
awards i3 presented fairly in all material respects in relation to the
auditee's financial statements taken as a whole.

(c) Tnternzl control. (i) In addition o the reguirements of GAGRS,
cthe auditor shall perform procedurss to cbtain an understanding of internal
control over Federal programs sufficient teo plan the audit to support a low
assessed level of contreol risk for major programs

(23 Except as provided in paragraph (e} (3} of this section,
~he auditor shall:

(i) rlan the ¢ "“ing of internal control over major
to support a low assessed l vel of control risk for the asszertions
relsvant to the compliance resquirements for zach major program; and

{(1d) Perform testing of internal contrel as planned in
paragraph (e} (2) {i) of this section.

{3y When internal control over some or all of the compliance
guirements for a major program are llkely *o be ineffective in preventing or
tzoting noncompliance, the planning and performing of testing described in
ragraph (¢} (2) of this gection are not reguired for those compliance
guirements., However, the auditor shall report a reportable condition
ncluding whether any such condition is a material weakness) in accordances

th § .510, assess the related control visk at the maximum, and consider
nether additional compliance tests are reguired because of ineffactive

58~ o
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SInTLLE. O
TOMLlants
ThE LOmull

ke compliarfe reguliremsnts

Y The compliance supplement, an COME

resul the Vnauirem&nts oi thig part. Wnere rnave heen
cheng the changes are not reflected in
the < = uppgement, she zuditor shall Geterminé the current compliance
regul and modify the audit procedures sccordingly. For those Federal
Trogr covered in the complliance supplement, Lhe 2ugitor shouid use Lhe
LVpESs iilance reguirements contained in the compliance supplement as
guidea identifying the types of compliance reguiremsnis 1o LesL, and
detem requ*vmmpntc governing the Federal program by reviswing the
provi contracts and grant agreements and the laws and regulations
reler ln such centracts and grant agreements.

4] The compliance testing shall include tests of transactions
and such other zuditing procedures necessary to provide the audiftory sufficlent
evidence to support an opinicn on compliancs.

=y Zudit foliow-up. The auditor shall follow-up on prior asudit
findings, periorm prqcﬁdu*e’:c 10 assess the reasonableness of the summary
echeaule of pri findings prepared by the auditee in accordance with
E_ .215(b), and report, as 2 currsnt year audit finding, when the auditor
concludes that the summary schedule of : audit findings materially
misrepresents the status of any prior audit finding The auditor sha:il
perform zudit follow-up p*fﬁuduvpﬂ regardless of whether z prior sucdit finding

late

=4 =
s To & major program ip LnEe Current yzar.

Zs ”equﬁ*ed in § L320(b} (3),
sections of the data ”D_-E”tlDD

§ .B05 rudit reporting.

The auditcr's report's] may be in the form of either combined cr
separate reports and may be orqanlzed differently from the manner presented In
this section. The auditor's repeortis) shall stats that the audit was
conducted in accordance with fth part and include the following:

(8) kn opinion {or disclaimer of opinion) as to whether the fimancial
statemente are presented fairiy in all material respects in conformity with
generally ccocepted accounting principles and an copinion f{or disclaimer of
opinion} as to whether the schedule of expenditures of Federal awards s
presented fairly in all materizl respects inm relation to the financial
statements taken as a whole.

) 4 repcrt on internzl contrcl related to the financizl statements
and masor progzams This report scope of testing of
internal centrol aznd the results of the tests, and, whare applicable, refer to
the sepgrate schedule of findings and guestioned costs described in paragraph
{d) of this section. .
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=5 which shall incliude:

i1 The type of repor:t the auditor issusd on tne
= (i.e., ungualified opinion, qualiified
aimer of opiniond;
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rse opinion, or disc

(14 Where applicable, a statement thnat reportable
zonditions in internal control were disclosed by the audit of the financizal
statzments and whether any such conditions wers material weaknesses;

(iii} A statement as to whether the audit disclosed any
nonzompl lance which iz material to the financial statements of the audites;

{iv) Where applicable, a statement that reportable
conditions in internal contrel over major programs were disclosed by the audit
and whether any such conditions ware material weaknesses;

i) The type of report the auditor issued on compliance
-

i.e., ungualified opinion, qualified opinion, adverse
of opinion};

{vi) A statement as to whether the audit disclosed any
audit findings which the auditor 1s required to report under § .510 (a);

(vii) An identification of major programs;

{(viii)The dollar threshold used to distinguish betweszn
Type A and Type B programs, as described in § .520(b); and

(i) B gtztewment as to whether the auditas gualifisd as
a low-risk audiies under § .530.

{2) Findings relacing to the financial statements which are
reguired to be reported in accordance with GAGAS.

(31} Findings and guestioned costs for Federal awards which
shall include audit findings as defined in § .510(al}.

U
r
[

(i} Audit f£indings (e.g., internal control findings,
ompliance findings, questioned costs, or fraud) which relate to the same
szue should be presented as a single audit finding. wWhere practical, audit
indings should be organized by Federal agency or pass-through entity.

th k-0

(i1} Audit findings which relate to both the financial
statements and Federal awards, as repcorted under paragraphs (&) {(2) and (d) (2}
»f this section, respectively, should be reported in both sectiocons of ths
schedule. However, the reporting in one section of the schedule may be in
summary form with a reference fto a detailed reporting in the other section of
the schedule.

§ .E10 audit f£indings.
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Z) Mater:az: Loncompllance vIiorn Lhie wrovislons of lawe,
regLlaric CONTTYECLS, ¥ GIEnT reements Yelated Lo & ME)or p_qc_aw Tne
aRGIToY 'S SYMiliation of wioether & noncompiriance with Lhe provisione of
lawe, reg ior contrac or g T resments 15 material for The purpcse
of reporting an t c = or tc a type of compliance
reguirement for 3 r r T objective 1dentiiiec in the
COmMUllance SUpn T.

gy Fnown guestlioned cosits which are greater than £10,000 for
& type of compliance Yegu*v@n n for 2 major program ‘nown guesticoned Ccosts
are those gpecifically : the auditor. In evaluating the effect of
guszsTioned costs on the opinicon on compliancs, the zuditor ”onskders ~he best
estimare of total costs guestioned FW';ETy ouestioned zostg), not just ths
guestioned costs specifl ca_ly igentified {imnown guesticned costs) .  The
auditor shall also report known guestioned costs wher likely guestioned costs
&re greater thanm £10,000 Zor s tvpe of compliance YDqLTVDmDP for & major
program. In reporting guestioned costs, the auditor shall incliude 1n*o;mat; on
Lo provide proper perspective for judging the prevelence and conseguences of
tne gussilioned costs

(4) ¥nown guestioned costs which are greater than $20, 000 for
a Federal program which is not audite“ 25 & Mmajor program. Except for audit
follow-up, the auditor is not reguired under this part to periorm audit
procedures for such s Federal pvog*am, therefore, the auditor will normally
not find guestioned costs for a program which is not audited as a major
program. However, if the auditor does become aware of guestioned costs for a
Federal program which is not audited as a major program (£.g9., as part of
audit follow-up or other audit procedurss) and the known guestioned CosSts are
reater tham £10,000, then the auditor shall report this as an audit finding.

(5} The circumstances concerning why the auditor's report on
compliznce for mejor programs is othsr than an unqua-ifiha Opl 1ion, unless
such :i:cum cances are otherwise reported as audit findings in the schedule of
findings and questicned costs for Federal awards.

(&) Fnown fraud affecting a Federal award, unless such fraud
iE oU herw se Tepor_ed as an audit finding in the schedule of findings and

S Thig paragraph does not reguire the
rting when the auditor confirms that the
Y

auﬁ tor to mu}e 2N adﬂﬂflf"~_§1 =]
Iy uditor's reports under the direct reporting

raud was reported outside of the
reguirements of GAGLS.

(7} Instances where the results of audit fuilow-up procedures
disclosed that the summary schedule of pricr audit findings prepared by the
zuditee in accordance with § 215 (b)) materially misrepresents tThe status of
any prior audit finding. T

(b sudit findine ait findings skall be presesnted In
suff-cient detail for the prepare & cocrrective action plan and take
corrective action and for ncles and pase-through entitiles to arrave
&t & management decision ing speciiic infcormation shall be
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leLtemd, 2s zuplliloanls, Lnoaudl L Tindings:

&
o]
5]
ol

program

nd numbar zngd .
; ity Wnern
award number, 13 00t
avallable o

the audiz

) The condition found, including facis that support Tne
deficiency identified in the audit Iinding.

4 Idantification of guestioned cosis and how they were
computed.

153 Information o provide propesr perspective for judging the
prevalence and conseguences of the audit findings, such as whether the audit

AL

findings represent an isolated instance or a systemic problsm. Whers
appropriate, instances identified shall be related o the universs and the
rumber of cases sxamined and be gquantified in terms of dolliar value.

[€) The possible asgerted effact to provide suffiicient
information to the auditee and Federal agency, or pass-ihrough entity in the
case of a subrecipient, to permit them to determine the wause and effect to
facilitacte prowmpt and proper corrective action.

{7 Recommendations to wrevent future occurrencaes of the
deficiency identified in the audit finding.
(8} Views of responsible officials of the auditss when there

15 disagreement with the audit findings, te the extent practical.

Refarence numbers. Bach audit finding in the schedule of findings
oned coste shall include a reference number to allow for easy
ng of the audit findings during folliow-up.

§ .515 Audit weorking papers.

{a) Retention of working papers. The auditor shall retain working
papers and reports for a minimum of three y=ars after the date of issuance of
“he auditor's report(s) teo the azuditee, unless the auditor is notified in
writing by the cognizant agency for audit, oversight agency Zor audit, or
pass-through enticy to extend the retention pericd. Wnen cthe audirtor is aware
that the Federal awarding agency, pass-through entity, or auditze is
contesting an audit finding, the auditor shall contact the parties contesting
the zudit finding for guidance prior to destruction of the working papers and
reports.

{b} hccess to working papers. Audit working papers shall be made
available upon raguest to the cognizant or oversight agency for audit or its
designe=, a Federal agency providing direct or indirect funding, or GAO at the
completion of the audit, as part of a guality review, to resolve audit
findings, or teo carry out oversight responsibilities consistent with the
purposes of this part. Access to working papers includes the right of Federal
agencies So obiain copies of working papers, as is reasonable and necszsz=ary.
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CIrTent experilencs, o
rough e Lnh&Erent 5
£ In p rougn (1) o

or three-tenchs of one percent (.0602) of
he case of an auditee Zor which total
¢ million but are less then or egual toc S0

iixdi) 330 million or 15 hundredths of ons psrcent (. 0CLE]
of total Federzl awards eypendsd in the case of an auditee for which total
Federal awards expended exceed $£10 Ekillien.

=} labeled Type & under varagraph (b) (1)
of this section shall be labeled Type B programs.

(3} The inclucion of large loan and lcan gusrantees (loans)
esult in the exclueion of other programs as Type & programs. When
ogram providing lcans significantly affects the number or size of
Tvpe A programs, the anditor shall comsider this Federal program as a Tvpe A
program and excluds its values in determining other Type A programs.

shoulid not r

143 For miennizl audits permitted under § 220, the
tion of Type E and Type B programs shall be bassd upon the Federal

(o) Step 2. 11} The auditor =shall 1 ify Type A programs which are
low-risgk. For a Type A program to be considered low-risk, 2t shall have besn
zudited as a mejor program in at least one of the twc most recent aundit

periods lin the wost rezent audit period in the case of a biennz=zl audit),
and, in the most regent audit period, it shall have had nc audit findings

under §  .5i0{a). However, the avditor may use judgment and comsider that
audit findings from quesrtioned costs under §_ _ .51C{a){3) and §__ _.510(a) (4},
fraud under § _ .510{a) (§), and audit follow-up for the summary scheadule of
prior audit findings under § .510(a) (7) do nmot preclude the Type A program
from peing low-risk. The auditor shall consider: the criteria im §  .525(c),
§  .525{d) (1), § _ .525(d){2), and §_ _ .525(d}(3); the resuits of audit

follow-up; whether any changes in persomnel or systems afZecting a Tvpe R
program have sigrnificantly increased risk; and apply professional judgment in
determining whether & Type A program 1s low-risk.

(2} Notwirchstanding paragraph (c) (1) of this section, OMB may
approve & Federal awarding agency's reguest that a Type R program at certain
recipients may not be considered low-risk. For example, it may be necessary
for & lerge Type & program to be audited as major each year at particular
recipients to zliow the Federal agency to comply with the Government
Maragement Refcrm Aot of 1994 {31 TU.E.C. 25815}, The Federa: agency shall
notify the zecipient and, 1if known, the auditor at least L&l days pricr to the
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d, e S L, Tne auditor Dol pe 2 progyams whillh are
n.oah- o8k using professional judgment whe in §_  .523 Howsver,
1 the suditor se_=ct Jption 2 undsy 2:zep 4 paragraph (e) (2) (i) (B) oI
. “ne audlior 1s not reguired o identify more high-risk Type B
s chart the number of low-risk Tvps 3 programs. Exoept Ior known
table conditions Ln internal oontyol or oompl plemz az disTusseg
_-525(b) (1), B .525 by (2) and § 225 (=) gle criceria In
5 would seldom cause a Type B program to De considerad high-zishk
12} The zuditor is not expected o perfcrwm risk assessments or
“ively swall Federal orograms. Thevsfore, the auditor is only reguired to
rm orisk assessments on Tvpe B programe -that exceaed the larger of
(i) $100,000 or three-zenths of one percent t.003) of
total Federal awards =2wpended when the auditse has less CZhan or sgual te 5200
mzllisan in total Federal awards esupended.

119 $300,000 or three-hundradths of one percent 0003;
of total Federal awards expended when the audicee has more than 5100 mll‘ ion
in total Federal awards =¥oended.

{e) Step 4. At a minimum, the auditor shall audit all of the
following as major programs:
} Al) Type B programs, except the auditor may exclude any
programs ldentified as low-risk under Step 2 (paragraph (¢} (1) of this
}

}ootdd High-risik Types 3B programs as identifisd under
following two options:

{2} Option 1. At least one half of the Tvpe B
programg identified as high—risk under Step 3 (paragraph (d} of this section),

z23cept this paragraph (e} (2) (1)} (A} does not reguire the auditor to audit more

high-risk Type B Drograms than the number of low-risk Type A programs
identified as low-risk under Step 2.

(B} Option 2. One high-risk Typ= B program for
zach Type b program identified as low-risk under Step 2.

{ii) When identifying which high-risk Type B programs to
audit z2s major under either Option 1 or 2 in paragraph {e) (2) (i) {a) or (B8),
the auditor 1s encouraged to use an approach which provides an opportunity for
different high-risk Tvpe B programs to be audited as major over a periocd of
time.

(1) Sucir additional programs as may be necesgary to comply
with the percentage of coverage rule discussed in paragraph (£) of this
section. This paragraph {(e) (3) may r=guire the auditor to audit more programs

2s major than . .the number of Typs A programs.

{f) Percentage of coverage rule., The auditcr shall audit as major
programs Federal programs with Pederal awards expended that, in the aggrzgate,
encompass at least 50 percent of total Federal awards expended. If the
auditee meets the criteria in §_ _.530 for a low-risk auditee, the auditor
need only audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 25 percent of total
Faderal awards expended.

€=} Documentation of risk. The auditor shall document in the working
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id} Inhersnt rigk of the Fedsral program. f1} The nacure of a
Faderal program mey indicate rigsk. Zonsideration should be given to the
plexity of the program and the extent to which the Faderal program
contracos {or goods and servicas., Por example, Federal programs that disburse
funds through third party contracts oY have eligibility criteria may be oI
higher risk. Federal Drog" ms primarily involving staif peyroll cCosts may

nave a high-risk for time and effpry reporting, but otherwise be at low-rigk.

(2 The phase of a Federal program in its 1ife cycle at the
Federal agency may indicate risk. For example, a new Federal program with new
or int2rim regulations may have higher risk than an established program wit
—ime-rested regulacions. Alse, significant changes in FPederal programs, laws,
reguiations, or the provisions of contracts or grant agrsements may lncr=sase
risk

{(2) The phase of a Federal program in its life cycle at the
auditee may indicace risk. For example, during the first and last years chat
an auditee participates in a Federzl program, the risk may be nigher due to
starT-up or closecut of program activities and stafl.

(4} Type B programs with larger Federal awards pended would

of higher risk than programs with substantially smaller L"-=-c1er 1 awards
=

§ L5320 Criteria for a low-risk auditee.

An zuditee which meets all of the following conditions for each of the
eding two years {or, in the case of biennial audits, preceding two audit
iods) shall qualify as a low-xrisk auditee and be eligible for reducad audit
rage in accordance with §___ .520:

Te
e
Q

[SRielLs)
rbw 0

v

{a} Single audits were performed on an annual hasis in accordance with
the provisions of this part. 2 non-Federal entity that has biennial audits
does not gualify as a low-risk auditee, unless agreed to in advance by the
cognizant or oversight agency for audit.

(1} The auditor's opinions on the financial statements and the
schedule of ewpenditures of Federal awards were ungualified. Howsever, the
cognizant or oversight agency for audit may judge that an opinion
gualification doss not afifect Lhe management of Federal awards and provide a
wWaiver

() There were no deficiencies in internal control which were
identifisd as material weaknesses undery the _uqulrements of GAGAS. However,
the cognizant or ovarsight agency for audit may judge that any identified
material wesaknesses do not affect the management of Federal awards and provide
2 waiver.
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ATTACHMENT “F”



Health Information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSOCIATE AGREEMENT (“*Agreement”) is made and entered as of Qctober 1

2008 by and between | 739 ﬁmo g(('nwe Ontors KI?Q 'g’%;

[corporation, partnership, dba], wh business address is: Civthds //WJ )27

Cbﬁ/ of /,JOW Beach (hereinafter referred to as “Business Associate”),

and the CITY OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or

“Covered Entry”).

WHEREAS, the City has a Department of Health that provides a multitude of health care and

related services; and

WHEREAS, in the course of providing health care and related services the City obtains

protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services

to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of

which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the

security of protected health information incompliance with the Health insurance Portability and

Accountability Act of 1996 (“HIPAA”") and regulations promulgated thereunder by the U.S. Department

of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section

164.504(e) of the Code of Federal Regulation.

NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate’'s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected heatth information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f.  Availability of Information to City. Business Associate agrees o provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity’s request in order to meet the
requirements under 45 CFR § 164.524.

ATTACHMENT £
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g.

J-

Amendment of Protected Health Information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

. Internal Practices, Business Associate agrees to make internal practices, books and

records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.
Department of Health and Human Services for purposes of the Secretary determining the
business Associate’s compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in this Agreement, provided that such use or disclosure would not
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disclosure provisions are as foliows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information for the proper management and administration of the business
Associate.

Except as otherwise limited in this Agreement, Business Associate may disclose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disciosed 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)(iXB).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(j)(1).

OBLIGATIONS OF COVERED ENTITY.

a.

Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify
Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.

ATTACHMENT F
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected heaith 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 disciosure of protected health information. _

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate’s capacity to use or disclose protected health information for the proper

management and administration of the Business Associate or to provide data aggregation

services to Covered Entity as provided for an expressly permitted under Section 3 (a), (b), and

(c) of this Agreement.

TERM AND TERMINATION.

a. Term. The term of this Agreement shall be effective upon execution, and shall terminate
when all of the protected health information provided by Covered Entity to Business
Associate, or created or received by business Associate on behalf of Covered Entity, is
destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy protected
health information, protections are extended to such information, in accordance with the
termination provisions in this Section.

b. Termination for Cause. Upon Covered Entity's knowledge of a material breach by
Business Associate, Covered Entity shall either:

1. Provide and opportunity for Business Associate to cure the breach or end the violation and
terminate this Agreement if Business Associate does not cure the breach or end the
violation within the time specified by Covered Entity;

2. Immediately terminate this Agreement if Business Associate has breached a material term
of this Agreement and cure is not possible; or

3. If neither termination nor cure is feasible, Covered Entity shall report the violation to the

Secretary.
c. Effect of Termination.
1. Except as provided in paragraph (2) of the Section, upon termination of this Agreement

for any reason, Business Associate shall return or destroy all protected health
information received from covered Entity, or created or received by Business Associate
on behalf of Covered Entity. This provision shall apply to protected health information
that is in the possession of subcontractors or agents of business Associate. Business
Associate shall retain no copies of the protected health information.

2. In the event that Business Associate determines that returning or destroying the
protected health information is infeasible, Business Associate shall provide to Covered
Entity notification of the conditions that make return or destruction infeasible and shall
extend the protections of this Agreement to such protected health information and limit
further uses and disclosures of such protected health information to those purposes that
make the return or destruction infeasible, for so long as business Associate maintains
such protected health information.

ASSISTANCE INLITIGATION OR ADMINISTRATIVE PROCEDDINGS.

Business Associate shall make itself and any subcontractors, employees, or agents assisting

Business Associate in the performance of its obligations under this Agreement with the

Covered Entity, available to Covered Entity, at no cost to Covered Entity to testify as witnesses

or otherwise, in the event of litigation administrative proceedings commenced against Covered

Entity, its directors, officers, or employees base on a claimed violation of HIPAA, the HIPAA

regulations or other laws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.
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10.

11.

12.

13.

14.

MISCELLANEQUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to compiy with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”} harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate’s
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. If it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney’s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. 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

Reguiations and California law.

COSTS. If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitied to its costs and expenses including reasonable attorney’s fees and court

costs, including appeals.

NOTICES. Any notice or approval reqwred hereunder by either party shall be in writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

. address to Business Associate at the address first stated herein, and to the City at 444 W.
Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be
given in the same manner as stated herein for the other notices. Notice shall be deemed given
on the date deposited in the mail or on the date personal delivery is made, whichever first
OCCUrS.
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15.  WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

16. CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warrant:es hereunder.

17. ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

18. THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

(Name of Business Associate)

a /75l éfm/uf Lrsis Conter”

(corporation’ partnership, individual)

\éﬂuﬁf/%zoﬁ? By WZ% MLO

(person Iégally allowed to bind organization)

Titte: _Dweclvy’ 0]0 Conkacts

, 20 By:

{person legally allowed to bind organization)

Title:

CITY OF LONG BEACH, a municipal corporation

- 5 Assistant City Manager

y Manager cr designee

iy u’ ,_; ©r e
ty” THE CI iéwgmg%mlm(

{_/?g; - ,200]

.1.:“.-,3 .

The foregoing Agreement is hereby approved as to form this / Z,_t”bday of

“J
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ROBERT E. SHANNON,
City Attorne¥ or designee

By:

Deputy
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CERTIFICATION REGARDING DEBARMENT

By signing and submitting this document, the recipient of federal assistance funds is providing the
certification as set out below:

1.

The certification in this clause is a material representation of fact upon which reliance was
placed when this transaction was entered into. If it is later determined that the recipient of
federal assistance funds knowingly rendered an erroneous certification, in addition to other
remedies available to the Federal Government, the department or agency with which this
transaction originated may pursue available remedies, including suspension and/or
debarment.

The recipient of Federal assistance funds shall provide immediate written notice to the
person to which this agreement is entered, if any time the recipient of Federal Assistance
funds learns that its certification was erroneous, when submitted or has become erroneous
by reason of changed circumstance.

The terms “covered transaction”, “debarred”, “suspended,” “ineligible,” “lower tier covered
transaction,” “participant,” “person,” * primary covered transaction,” “principal,” “proposal,”
and “voluntarily excluded,” as used in this clause, have the meanings set out in the
Definitions and Coverage sections of rules implementing Executive Order 125409.

The recipient of Federal assistance funds agrees by submitting this document that it shall
not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered
transaction, unless authorized by the departmental or agency with which this transaction
originated.

The recipient of Federal assistance funds further agrees by submitting this document that it
will include the clause titled “Certification Regarding Debarment, Suspension, Ineligibility
and Voluntary Exclusion — Lower Tier Covered Transactions,” without modification, in all
lower tier covered transactions and in all solicitations for lower tier covered transactions.

A participant in a covered transaction may rely upon a certification of participant in a lower
tier covered transaction that it is not debarred, suspended, ineligible, or voluntarily
excluded from the covered transaction, unless it knows that the certification is erroneous,.
A participant may decide the method and frequency by which it determines the eligibility of
its principals. Each participant may but is not required to, check the list of parties excluded
from procurement or non- procurement programs. .

. Nothing contained in the foregoing shall be constructed to require establishment of a

system of records in order to render in good faith the certification required by this clause.
The knowledge and information of a participant is not required to exceed that which is
normally possessed by a prudent person in the ordinary course of business dealings.
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8. Except for transactions authorized under paragraph 4 of these instructions, if a participant
in a covered transaction knowingly enters into a lower tier covered transaction with a
person who is suspended, debarred, ineligible, or voluntarily excluded from participation in
this transaction, in addition to other remedies available to the Federal Government, the
department or agency with which the transaction originated may pursue available
remedies, including suspension and/or debarment.

The regulations implementing Executive Order 12549, Debarment and Suspension, 24 CFR Part
24 Section 24.510 Participants’ Responsibilities require this certification:

1. The recipient of Federal assistance funds certifies that neither it nor its principals are
presently debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from participation in this transaction by any Federal department or

agency.

2. Where the recipient of Federal assistance funds is unable to certify to any of the
statements in this certification, such participants shall attach an explanation to this
document.

Agreement Number: Contract Agency: !7’5((’ ﬁm; I/\JCVL’SB eﬁr’rk/{/
Name and Title of Authorized Representative: 4‘4 [14%) b&/[(_/ CML{,{)ﬁ/}D ) hffffv\/ dff {M/ﬁ

%/é/ ,M L(Q 1/7/07

Slgnature) Date
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.160 (ordinance $3-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’'s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cocperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or empioyee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federal appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, lean, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL “Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each
such failure.

Agreement Number: Contract Agency: 150 ﬁm lx/[) AN @ﬂk/
Name and Title of Aﬁzfamntatwe K}m]ﬂﬂ/[u meﬁ/)b Ji/ﬁ(’ﬁﬂ/ %@Mﬁ‘i
~Fdmb s 1/7/09

\{SI na ureU Date
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