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CONTRACT FOR SOCIAL SERVICES

31162

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

entered, in duplicate, as of November 24, 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 ABODE COMMUNITIES (formerly known as LOS
ANGELES COMMUNITY DESIGN CENTER), a California nonprofit corporation
(“Organization”), with offices located at 701 East 3" Street, Suite 400, Los Angeles,
California 90013, and the CITY OF LONG BEACH, a municipal corporation (the “City”).

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

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

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

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

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

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

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

Section 1.  The above recitals are true and correct and are incorporated
1
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in the Contract.
Section 2.
A Organization shall provide human or social services to very
low, low and moderate income residents of the City in accordance with Attachment
“A” entitled “Statement of Work”, Attachment “B” entitled “Budget”, Attachment “C”
entitled “Office of Management Budget (OMB) Circular A-110°, Attachment “D”
entitted OMB Circular A-122", Attachment “E” entitled “OMB Circular A-133",
Attachment “F” entitled “Health Information in Compliance with the Health
Insurance Portability and Accountability Act of 1996 Agreement”, Attachment “G”
entitled “Certification of Debarment”, and Attachment “H” entitied “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, 20089.
Section 4.

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

B. Total disbursements made to Organization under this Contract
by the City shall not exceed Fifteen Thousand Doliars ($15,000.00) over the term
of this Contract. These funds shall be used to provide services within the City of
Long Beach. Upon execution of this Contract, the City shall disburse the funds
payable hereunder in due course of payments following receipt from Organization
of billing statements in a form approved by the City showing expenditures and
costs identified in Attachment “B”.

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

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

or inadequate documentation shall result in a Disallowed Cost Report. The

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

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

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

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

funds to the City. For this reason, failure of Organization to submit the final invoice
4
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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.

. 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, diréctly 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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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 ta);es of any kind from Organization’s compensation; (b) the City will
not secure workers’ compensation or pay unemployment insurance to, for or on
Organization’s behalf; and (c) the City will not provide and Organization and
Organization’s employees are not entitled to any of the usual and customary
rights, benefits or privileges of City employees.

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

assignment or delegation.
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Section 9.  Organization shall indemnify and hold harmiess 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 Ciaim is resolved, whether by settlement, judgment or otherwise. Organization
shall notify the City of any Claim within ten (10) days. Likewise, the City shall notify
Organization of any Claim, shall tender the defense of such Claim to Organization, and
shall assist Organization, as may be reasonably requested, in such defense.

Section 10.

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

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

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

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

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

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

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

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

and Commissions and their officials, employees and agents.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Section 11.

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

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

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

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

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

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

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

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

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

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

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

achieving independent living; and

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

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

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

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

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

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

Section 14. All notices required hereunder shall be in writing and
personally delivered or deposited in the U.S. Postal Service, certified mail, return receipt
requested, to the City at 444 W. Ocean Blvd., Suite 1700, Long Beach, California 90802

13
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Attn: Manager, Department of Community Development, Neighborhood Services Bureau,
and to Organization at the address first stated herein. Notice shall be deemed given on
the date personal delivery is made or the date shown on the return receipt, whichever is
earlier. Notice of change of address shall be given in the same manner as stated herein
for other notices.

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

Section 16. Organization shall have the right to terminate this Contract at
“any time for any reason by giving thirty (30) days’ prior notice of termination to the City,
and the City shall have the right to terminate all or any part of this Contract at any time for
any reason or no reason by giving five (5) days’ prior notice to Organization. [f 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.

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

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

ABODE COMMUNITIES (formerly known
as LOS ANGELES COMMUNITY DESIGN
CENTER), a California nonprofit

corporation
2-/9 2009 By E)J/\ )

Rc;bm Hu&fés

Type orPrint Name

, 2009 By

Type or Print Name
“Organization”

CITY OF LONG BEACH, a municipal

corporation
. Assistant City Manager
j“""' 9 , 2009 By g)/"
“City” T CEERS
This Contract is approved as to form on MM _ & , 2009.
ROBERT E. SHANNON/City Attorney
By M

p——

Deputy

15
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ATTACHMENT “A°




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

AGENCY NAME: Abode Communities CONTRACT NUMBER:

PROGRAM OBJECTIVE: To provide services to residents and neighbors of the Grisham Community Housing which will bring empowering opportunities
to improve their knowledge,self-esteem and leadership potential to grow successful families in a successful community.

2| QUARTER3Z | QUARTER4

| QUARTER QUARTER3 | QUA
Total Goals|* . 10/1-12/3 430 | 7/4-8130
F Actual | Cumulative |  Actual Cumulative |  Actual Cumulative Actual | Cumulative

1. 70 local residents will organize, plan and irﬁplement a large 70>
scale community event that increases pride of place

2. Provide monthly workshops as part of life skills curriculum for 50 50
youth and adulits

3. Provide on site enrichment programs for 30 youth 30

Total Unduplicated Clients Served: 150

_.D / \/\ Attachment "A"
Ty

Page 1 of 1

Signature

08-09 Scope of Work xls 01/29/09, 9:36 AM



ATTACHMENT "B”







ATTACHMENT “C”




PARTS 200-214 [RESERVED]

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

Sec
215.0 Abour this part.

Subpart A—Generatl

2151
216.2
216.3
2154
216.5

Purpose.

Definitions.

Effect ox oiher issuances.
Deviations.

Subawaras.

Subpar B—Pre-Award Reguirements

215.10 Purpose.

216.11 Pre-awerd policies.

215.12 Forms for applying {or Federal assist-
ance.

215.13 Debarment and suspension.

215.14 BSpecial award conditions.

215.15 Metric system of measurement.

215.16 Resource Conservation and Recovery
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U.8.C. 405, Reorganization Plan No. Z of 187C;
E.C. 11541, 35 FR 10737, 2 CFR, 1966-1570 p.
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SOURCE: 68 FE 26281, May 11, 2004, unless
otherwise noted.

§215.0 About this part.

(a) Purpose. This part contains OMB
guidance 0 Federal agencies on the ad-
ministration of grants to and agree-
ments with institutions of higher edu-
cation, hospitals, and other non-profit
orgenizations. The guidance sets forth
standards for obtaining consistency
and uniformity in the agencies’ admin-
istration of those grants and agree-
ments.

(b) Applicabiiity. (1) Except as pro-
vided herein, the standards set forth in
this part are zpplicable to all Federal

agencies. 1f any statuve specifically
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required by TFederal statute or execu-
tive order. Non-profit organizations
that implement Federal programs for
the States are alse subject to Stale re-
quirements.

§2156.2 Definitions.

(a) Accrued crpendiiures means the
charges incurred by the recipient dur-

“ing a given period requiring the provi-
sion of funds for:

(1) Goods and other tangible property
received;

(2) Services performed by employees,
contractors, subrecipients, and other
payees; and,

(3) Other amounts becoming owed
under programs {or which no current
services or performance is required.

(b) Accrued income means the sum of:

(1) Earnings during a given period
from:

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

(i1) Goods and other tanglble prop-
erty delivered to purchasers, and

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

(c) Acquisition cost of equipment means
the net invoice price of the eguipment,
Including the cost of modifications, at-
tachments, accesseries, or auxiliary
apparatus necessary to make the prop-
erty usable for the purpose for which it
was acquired. Other charges, such as
the cost of installation, transportation,
taxes, duty or protective in-transit in-
surance, shall be included or excluded
from the unit acguisition cost in ac-
cordance with the recipient's regular
accounting practices.

(1) Advence means a payment made
by Treasury check or other appropriate
payment mechanism Lo a recipient
upon its reguest either before outlays
are made by the recipient or Chrough
the use of predetermined payment
schedules.

(e) Awwd means financial assistance
that provides support or stimulation Lo
accomplish a public purpose. Awards
include grants and other agreements in
the form of money or property in lien
of money, hy the Federal Government

_Lo_an eligible recipient. The term does

not

which provides services instead of

include: ~hechiicdl ~assistance;-
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money; other assistance in the form of
loans, loan guarantees, interest sub-
sidies, or insurance; direct payments of
any kind to individuals; and, contracts
which are required to be entered into
and administered under procurement
laws and regulations.

(f) Cush contributions means the re-
cipient's cash outlay, inclunding the
outlay of money contributed to the re-
cipient by third parties.

(g) Closeoui means the process by
which a Tederal awarding agency de-
termines that all applicable adminis-
trative actions and all required work ofl
the award have been completed by the
recipient and Federal awarding agency.

(h) Contruct means a procurement
contract under an award or subaward,
and a procurement subcontract under a
recipient's or subrecipient's contract.

(1) Cost sharing or matching means
that portion of project or program
costs not borne by the Ifederal Govern-
ment.

(G) Date of completion means the date
on which all work under an award is
completed or the date on the award
document, or any supplement or
amendment thereto, on which Federal
sponsorship ends.

(k) Disullowed 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 principles or
other terms and conditions contained
in the award. )

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

(m) Ezcess property means property
under the control of any Tederal
awarding agency that, as determined
by the head thereof, is no longer re-
guired for its needs or the discharge of
its responsibilities.

(n) Bzempl properly means Langible
personal property acguired in whole or
in part with Federal funds, where the

~TPederal-awarding agency -has statubory .

authority to vest title in the recipient
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(bb) Real property means land, includ-
ing land improvements, structures and
appurtenances bhereto, but excludes
movable machinery and eguipment.,

(cc) Recipient means an organization
receiving financial assistance directly
irom Tederal awarding agencies to
carry ount a project or program. The
term inclades public and private insti-
tutions of higher education, public and
private hospitals, and other quasi-pub-
lic and private non-profit organizations
such as, but not limited to, community
action agencies, research institutes,
educational associations, and health
centers. The term may include com-
mercial organizations, foreign or inter-
national organizations (such as agen-
cies of the United Nations) which are
recipients, subrecipients, or contrac-
tors or subecontractors of recipients or
subrecipients at the discretion of the
Federal awarding agency. The term
does not include government-owned
contracior-operated facilities or re-
search centers providing continued
support f{or mission-oriented, large-
scale programs that are government-
owned or controlled, or are designated
as federally-funded research and devel-
opment centers.

(dd) Research and development means
all research activities, both basic and
applied, and all development activities
that are supported at universities, col-
leges, and other non-profit institu-
tions, ‘‘Research’’ is defined as a sys-
tematic stndy directed toward fuller
scientific knowledge or understanding
of the subject studied. *'Development"
is the systematic use of knowledge and
understanding gained from research di-
rected toward the production of useful
materials, devices, systems, or meth-
ods, including design and development
of prototypes and processes. The term
research also includes activities in-
volving the training of individuals in
research technigues where such activi-
ties utilize the same facilities as other
research and development activities
and where such activities are not in-
cluded in the instruction function.

(ee) Small vwerds means a grant or
cooperative agreement nol exceeding
the small purchase threshold fixed at

-41-0U.8.C. 403(11) (crrrently 525,000).

() Subawerd means an award of {i-

nancial  assistance in  the form of

§215.2

money, or property in lien of money,
made under an award by a recipient to
an eligible subrecipient or by a sub-
recipient to a lower tier subrecipient.
The Lerm includes financial assistance
when provided by any legal agreement,
even if the agreement is called a con-
tract, but does not include procure-
ment of goods and services nor does 1l
include any form of assistance which is
excluded from the definition of
“award’ in §216.2(e).

(zg) Subrecipient means the legal enti-

ty to which a subaward is made and
which is accountable to the recipient
for the use of the funds previded. The
terrn may include foreign or inter-
national organizations (such as agen-
cies of the United Nations) at the dis-
cretion of the Federal awarding agen-
cy.
{hh) Supplies means all personal prop-
erty excluding egquipment, intangible
property, and debt instruments as de-
fined in this section, and inventions of
g contractor conceived or first actually
reduced to practice in the performance
of work under a Tunding agreement
(“'subject inventions”), as defined in 37
CFR part 401, ‘“Rights to Inventions
Made by Nomprofit Organizations and
Small Business Firms Under Govern-
ment Grants, Contracts, and Coopera-
tive Agreements.”

(i) Suspension means an action by a
Tederal awarding agency that tempo-
rarily withdraws Ifederal sponsorship
under an award, pending corrective ac-
tion by the recipient or pending a deci-
sion to terminabe the award by the
Trederal awarding agency. Suspelsion
of an award is & separate action from
suspension under Federal agency regu-
lations implementing .0, 12549 (61 R
6370, 3 CI'R, 1966 Comp., p. 189) and &.0O.
12689 (64 TR 34131, 3 CTR, 1989 Comp., 1.
235), "*“Debharment and Suspension.”

(ij) Terminalion means the cancella-
tion of Jrederal sponsorship, in whole or
in part, under amrr agreement ab any
time prior to the date of completion.

(k) Third party in-kind contributions
means Lhe value of non-cash contribu-
tions provided Dby non-Trederal third
parties. Third party in-kind contribu-
tions may be in the form of real prop-
erty, eguipment, supplies and other ex-

“pendallé property,and- the-value --of -

roods and services directly henefiting

———
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statute. The statulory criterlon for
choosing bhetween grants and coopera-
tive agreements is thal for the latler,
“substantial involvement is expected
bebween Lhe executive agency and bhe
State, local governmenl, or other re-
cipient when carrying out the activity
contemplated in the agreement.’” Con-
tracts shall be used when the principal
purpose is acguisition of “property or
services for the direct benefit or use of
the Tederal Government.

(b) Public Notice and Priority Set-
ting. Federal awarding agencies shall
notify the public of {ts intended fund-
ing priorities for discretionary grant
programs, unless funding priorities are
established by Federal statute.

§215.12 Torms for applying for Fed-
eral assistance.

(a) Federal awarding agencies shall

gomply with the applicable report
clearance reguirements of 5§ CFR 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 supplement
to the Standard TIorm 424 (SF-424) se-
ries.
(b) Applicants shall use the S¥-424
series or those forms and instructions
prescribed by the TFederal awarding
agency.

(c) For Federal programs covered by
E.0. 12372, “Intergovernmental Review
of Federal Programs," (47 I’'R 30959, 3
CrR, 1982 Comp., p. 187) the applicant
shall complete the appropriate sections
of the SI~424 (Application for IFPederal
Assistance) indicating whether the ap-
plication was subject o review by the
State Single Point of Contact (SPOC).
The name and address of the SPOC for
a particular State can be obtained {rom
the Federal awarding agency or the
Catulog 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 for review,

() Pederal awarding agencies that do
not use Lhe SIP-424 form ghould indi-
cate whether the application is subject
to review by the State under .0, 12372
- §215.18  Debarment and suspension.

FPederal awarding agencies and re-
cipients shall comply with Tederal

§215.15

agency regulations implementing .08
12549 and 12689, “Debarment and Snos-
pension.' Under those regulations, cer-
tain parties who are debarred, sus-
pended or otherwise excluded may not
be participants or principals in Federal
assisbance awards and subawards, and
in certain contracts under those
awards and subawards.

[70 FR. 51879, Aug. 81, 2005)

§215.14 Special sward conditions.

If an applicant or recipient: has a his-
tory of poor performance, is not finan-
cially stable, has a management sys-
tem that does not meet the standards
prescribed in this part, has not con-
formed to the terms and conditions of
a previous award, or is 1ot otherwise
responsible, Federal awarding agencies
may impose additional requirements as
needed, provided that such applicant or
recipient is notified in writing as to:
the nature of the additional reguire-
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 reconsideration of the addi-
tional reqguirements imposed. Any spe-
cial conditions shall be promptly re-
moved once the conditions that
prompted them have been corrected.
§215.15 Metric system of measure-

ment.

The Metric Conversion Act, as
amended by the Omnibus Trade and
Competitiveness Act (16 U,5.C. 205) de-
clares that the metric system is the
preferred measurement sysiem for U.S,
trade and commerce, The Act reguires
each IPederal agency to establisl a date
or dates in consultation with the Sec-
retary of Commerce, when the metric
system of measurement will be used in
the agency’s procurements, grants, and
other business-related acbivities. Met-
ric implementation may take longer
where the use of the systen is initially
impractical or likely to cause signifi-
canl inefficiencies in the accomplish-
ment of {federally-funded acbivities.
Federa) awarding agencies shall follow
the provisions of E.O. 14770, “Metric
Usage in Pederal Government FPro-

" grams® (56 FR35001,8 CTR, 1991-Comp-

p. 343).
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Trederal cost principles and the terms
and conditions of the award.

(7) Accounting records including cost
accounting records thatl are supporbed
by source documentation.

(cy Where Ghe Federal Government
guarantees or insures the repayment of
money borrowed by the recipient, the
Pederal awarding agency, at its discre-
tion, may reguire adeguatée bonding
and insurance if the bonding and insur-
ance reguirements of the recipient are
not deemed adequate to protect the in-
terest of the Federal Government.,

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

(e) Where bonds are required in the
situations described above, the bonds
shall be abtained from companies hold-
ing certificates of authority as accept-
able sureties, as prescribed in 31 CFR
part 223, “Burety Companies Doing
Business with the United States.”

$215.22 Payment.

(a) Paymenl methods shall minimize
the time elapsing between the transfer
of funds from the United States Treas-
ury and the issuance or redemption of
checks, warrants, or payment by other
means by the recipients. Payment
methods of State agencies or instru-
mentalities shall be comnsistent with
Treasury-State CMIA agreements or
default procedures codified at 31 CFR
part 205.

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

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

(2) Tinancial management systems
that meel the standards for fund con-
trol and accountability as established
in §215.21. Cash advances Lo a recipient
organization shall he limited to the
minimum amounts needed and he
timed to he in accordance with Ghe ac-
tnal, immediate cash reguirements of
the recipient arganization in carrying
out. the parpose of the approved pro-

-gram---or--project. - The. timing  _and
amount of cash advances shall be as
close as is administratively {easible (o
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the actual disbursements by the recipi-
ent, organization ior direct propgram or
project costs and the proportionate
share of any allowable indirect, coste.

(c) Whenever possible, advances shall
be consolidated to cover anbicipated
cash needs for all awards made by bhe
Pederal awarding agency bto the recipi-
ent.

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

(2) Advance payment mechanisms are
subject to 31 CFR part 206.

(8) Recipients shall be authorized to
submit reguests for advances and reim-
bursements at least monthly when
electronic fund transfers are not used.

(d) Reguests for Treasury check ad-
vance payment shall be submitted on
8P-270, “"Request for Advance or Reim-
bursement,” or other forms as may be
authorized by OMB. This form is not to
be used when Treasury check advance
payments are made to the recipient
automatically through the use of a pre-
determined payment schedule or if pre-
cluded by special Federal awarding
agency instructions electronic
funds transfer.

(e) Reimbursement is the preferred
method when the reguirements in
§215.12(b) cannot bhe met. Federal
awarding agencies may also use this
method on any construction agree-
ment, or if the major portion of the
construction project is accomplished
through privabte market flinancing or
Tederal loans, and the Federal assisi-
ance constitutes a minor portion of the
project.

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

(2) Recipients shall be aunthorized to
submit request for reimbursement at
least monthly when electronic funds
transfers are not used.

() I & recipient cannol meet the cri-
teria for advance payments and the
Tredera) awarding agency has deter-
mined that reimbursement is not fea-
sible hecause the recipient lacis suffi-
cient working capital, the Federal
awarding agency may provide cash on a

for

worlking capital advance Dbasis-Under -

this procedure, the TPederal awarding
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are nol used. Federal awarding agen-
cies, however, have Lhe opltion of using
Lhis form: for construction programs in
lien of the SF-271, “Outlay Report and
Reqguest for Heimbursement for Con-
struction Programs."

(2) SF-271, Ouilay Report and Re-
guest for Reimbursemeni, for Construc-
tion Programs. Each IFederal awarding
agency shall adopt the SF-271 as the
standard form to be used for requesting
reimbursement for construction pro-
grams. However, a Federal awarding
agency may substitute the SF-270
when the Pederal awarding agency de-
termines that it provides adeguate in-
formation to meet Federal needs.

§215.23 Cost sharing or matching.

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

(1) Are verifiable from the recipient'’s
records.

(2) Are not included as contributions
for any other federally-assisted project
or prograni,

(3) Are necessary and reasonable for
proper and efficient accomplishment of
project or program ohjectives.

(4) Are allowable under the applica-
ble cost principles. .

(b) Are not paid by the I'ederal Gov-
ernment under another award, except
where authorized by Federal statute to
be used for cost sharing or matching.

(6) Are provided for in the approved
budget when reguired by the IPederal
awarding agency.

(7) Conform Lo obher provisions of
this parl, as applicable.

(b} Unrecovered indirecl costs may be
included as part of cost sharing or
malching only with the prior approval
of the Federal awarding agency.

(¢) Values for recipient contribubtions
of services and property shall be estab-
lished in accordance with the applica-
ble cost principles. If a Tederal award-
ing agency anthorizes recipients to do-
nate buildings or land for construction/
facilities acguisition projects or long-
term use, the value of the donaled

- properiy. for eost sharing or matching
shiall be the lesser of paragraphs (€)(1)
or {2) of Lhis section.
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(1) The certified value of the remain-
ing life of the property recorded in the
recipient’'s accounting records at the
time of donation.

(2) The current fair market value.
However, when there is sufficient jus-
tification, the Federal! awarding agen-
cy may approve the use of the current
fair market value of the donated prop-
erty, even if it exceeds the certified
value at the time of donation to the
project.

(d) Volunteer services furnished by
professional and technical personnel,
counsiltants, and other skilled and un-
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-
stances in which the reguired slkills are
not found in the recipient organization,
rates shall be consistent with those
paid for similar work in the labor mar-
ket in which the recipient competes for
the kind of services involved. In either
case, paid fringe benefits that are rea-
sonable, allowable, and allocahle may
be included in the valuation.

(e) When an employer other than the
recipient furnishes the services of an
employee, these services shall be val-
ned ab the employee’s regular rate of
pay (plus an amount of {ringe benefits
thaft are reasonable, allowable, and al-
locable, bhut exclusive of overhead
costs), provided these services are in
the same skill for which the employee
is normally paid.

(f) Donated supplies may inclnde
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
exceed the fair market value of the
properby at the time of the donation.

(g) The method used lor determining
cost sharing or malbching for donabed
eguipment, buildings and land {for
which title passes Lo the recipient may
differ according to the purpose of the
avard, if paragraphs (g)(1) or (2) of this

sectbion apply.

(1) I the purpose: of -the award dis . to.. ..

assist the recipienl in the acguisition

i)
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(2) Proceeds from the sale of property
shall be handled in accordance with the
requirements of the Property Stand-
ards (see §2156.30 through §216.37).

(h) Unless Federal awarding agency
regulations or the terms and condition
of the award provide otherwise, recipi-
ents shall have no obligation to the
Federal Governmenl with respect Lo
program income earned from license
fees and royalties for copyrighted ma-
terial, patents, patent applications,
trademarks, and inventions produced
under an award. However, Patent and
Trademark Amendments (36 U.S.C. 18)
apply to inventions made under an ex-
perimental, developmental, or researcl

award.

§215.25 Revision of budget and pro-
gram plans.

(a) The budget plan is the financial
expression 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.

(b) Recipients are required to report
deviations from budget and program
plans, and reguest prior approvals for
budget and program plan revisions, in
accordance with this section.

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

(1) Change in the scope or the objec-
Live of the project or program (even if
there is no associated budgel revision
requiring prior written approval).

(2) Change in a key person specified
in the applicabion or award document.

(3) The absence for more than three
months, or a 25 percent reduction in
time devoled to the project, by the ap-
proved project director or principal in-
vestigator.

(1) The need for additional Federal
funding.

(b) The transfer of amounts hudgeted
{or indirecl costs to absorb increases in
direct, costs, or vice versa, if approval
is required Ly the IFederal awarding
4gency.

§215.25

(6) The inclusion, unless waived Dby
the Pederal awarding agency, of cosbs
thal require prior approval in accord-
ance with any of the following, as aj-
plicable:

(1) 2 CI'R part 220, “Cost Principles
Tor Educational Institutions (OME Cir-
cnlar A-21);"

(11) 2 CFR part 230, "“Cosl Principles
for Non-Profit Organizations (OMB Cir-
cular A-122);"

(iii) 45 CIFR part 74, Appendix E,
“Principles for Determining Costs Ap-
plicable to Research and Development
under Grants and Contracts with Hos-
pitals;" and

(iv) 48 CFE part 31, '‘Contract Cost
Principles and Procedures.”

(7) The transfer of funds allotted for
training allowances (dirsct payment to
trainees) to other categories of ex-
pense.

(B) Unless described in the applica-
tion and funded in the approved
awards, the subaward, transier or con-
tracting out of any work under an
award. This provision does not apply to
the purchase of supplies, maberial,
eguipment or general support services.

(d) No other prior approval reguire-
ments for specific items may be im-
posed unless a deviation has been ap-
proved by OMB.

(e) Bxcept for reguirements listed in
paragraphs (c)(1) and (c)(4) of this sec-
tion, Federa) awarding agencies are au-
thorized, at their option, to waive cost-
related and administrative prior writ-
ten approvals reqguired by 2 CFR parts
220 and 230 (OMBEB Circulars A-21 and A-
122). Such waivers may include author-
izing recipients bo do any one or more
of the following.

(1) Incur pre-award costs 90 calendar
days prior to award or more than 90
calendar days with the prior approval
of the TFederal awarding agency. All
pre-award costs are incarred al the re-
cipient's risk (i.e., the Federal award-
ing agency is under no obligation to re-
imburse such costs if for any reason
the recipient does not receive an award
or if the award is less than anticipated
and inadeguate to cover such costs).

(2) Initiate a one-time extension of
the expiration date of the award of up

“to 12 months unless one or mjoreé of the~

following conditions apply. Jor omne-

{"_—"”_"‘" p
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Circular 4-133, ‘‘Audits of BStates,
Local Governments, and Non-Frofil Or-
ganizations.”

() State and local governments shall
be subject to the audit requirements
contained in the Single Aundit Act
Amendments of 1996 (31 U.S.C. 17501~
7607) and revised OMB Circular A-133,
""Andits of States, Local Governments,
and Non-Profit Organizations.”

(c) PFor-proflt hospitals not covered
by the andit provisions of revised OMB
Circualar A-133 shall be subject to the
audit requirements of the Federal
awarding agencies.

(d) Commercial organizations shall
be subject to the audit requirements 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 deter-
mining allowable costs. Allowability of
costs shall be determined in accord-
ance with the cost principles applicable
to the entity incurring the costs. Thus,
allowahnility of costs incurred by State,
local or federally-recognized Indian
tribal governments is determined in
accordance with the provisions of 2
CFR part 225, “Cost Principles for
State, Local, and Indian Tribal Govern-
ments (OMB Circular A-87."" The allow-
ability of costs incurred by non-profit
organizations is deltermined in accord-
ance with the provisions of 2 CFR part
230, "*Cost Principles for Non-Profit Or-
ranizations (OMB Cireular A-122).” The
allowability of costs incurred by insti-
tutions of higher education is deter-
mined in accordance with the provi-
sions of 2 CFR part 220, "Cost Prin-
ciples for Bducational Institubions
(OMBE Circular A~21)."” The allowability
of cosls incurred by hospitals is deter-
mined in accordance with the provi-
sions of Appendix I of 45 CI'R pari 74,
“Principles {for Determining Costs Ap-
plicable to Research and Development
Under Grants and Contracts with Hos-
pitals.” The allowabillty of costs in-
curred by commercial organizations
and those non-profit organizations lisi-

el in Attachment C to Circular A-122is
determined in accordance with the pro-

§215.29

visiong of the Federal Acguisition Reg-
wation (FFAR) at 46 CFR part 31.

{70 FL. 51880, Aug. 31, 2005)

§215.28 Period of availability of funds.

Where a funding period is specified, a
recipient may charge to the grant only
allowable costs resulting from obliga-
tions incurred during the funding pe-
riod and any pre-award costs author-
ized by the FPederal awarding agency.

$215.29 Conditional exemptions,

(a) OMB authorizes conditional ex-
emption from OMBE administrative re-
guirements and cost principles circu-
lars for certain IFederal programs with
statutorily-authorized consolidated
planning and consolidated administra-
tive funding, that are identified by a
Federal agency and approved by the
head of the Executive department or
establishment. A Federal agency shall
consult with OMB during its consider-
ation of whether to grant such an ex-
emption.

(b) To promote efficiency in State
and local program administration,
when Tederal non-entitlement pro-
grams with common purposes have spe-
cific statutorily-authorized consoli-
dated planning and consolidated ad-
ministrative funding and where most of
the State agency's resources come
ifrom non-Federal sources, I'ederal
agencies may exempt these covered
State-administered, non-entitlement
grant programs from certain OMB
grants management requirements. The
exemptions would be from:

(1) The reqguirements in 2 CFR part
295, “'Cost Principles for State, Local,
and Indian Tribal Governments (OMB
Circular A-87)" other than the
allocability of costs provisions that are
contained in subsection C.3 of Appendix
A to that part;

(2) The reguirements in 2 CFR part
220, “Cost Principles for Educalbional
Institutions (OMB Circular A-21)"
other than the allocability of costs pro-
visions that are contained in paragraph
(.4 in section C of the Appendix tov that
nart;

(3) The reguirements in 2 CFR part

230,-'Cost, Principles_for Non-Profit Or-_

ganizations (OMB Circunlar A-122)"

[ oreoe . 1S
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(2) The recipient. may be directed to
sell the property under guidelines pro-
vided by the Federa) awarding agency
and pay the TFFederal Governmentl for
that percentage of the curreni fair
markel value of the property attrib-
utable to the IPederal participation in
the project (after deducting actual and
reasonable selling and fix-up expenses,
if any, from the sales proceeds). When
the recipient is authorized or required
to sell the property, proper sales proce-
dures shall be established 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 title to the property to the
Federal Government or to an eligible
third party provided that, in suoch
cases, the recipient shall be entitled to
compensation for its attributable per-
centage of the current fair market

value of the property.

§215.83 Tederally-owned and exempt
property.

(a) Federally-owned property. (1) Title
to federally-owned property remains
vested in the Federal Government. Re-
cipients shall submit annually an in-
ventory listing of {ederally-owned
property in their custody to the Fed-
eral awarding agency. Upon completion
of the award or when the property is no
longer needed, the recipient shall re-
yport the property to the Federal award-
ing agency for further Federal agency
utilization.

(2) If the Federal awarding agency
has no {further need for the property, it
shall be declared excess and reported to
the General Services Administration,
unless the Federal awarding agency
has statutory authority to dispose of
the property by alternative methods
(e.g., bhe authority provided by the
TFederal Technology Transfer Act (10
U.S.C. 3710 (1)) to domnate research
eguipment to educational and non-prof-
il organizations in accordance with
.0, 12821, "Improving Mathematics
and Science Tducation in Support of
the National Education Goals' (57 FR
54206, 3 CIFR, 1992 Comy., p. 323)). Ap-
propriate instructions shall be issued

to the recipieni by the Federal award-—

ing agency.

[$a]

§215.34

(b} Exempt property. When statutory
aunthority exists, the Federal awarding
agency has the aption Lo vesl title to
property acquired with Federal funds
in the recipient without further obliga-
tion to the IFederal Government and
under conditions the Federal awarding
agency considers appropriate. Such
property is “‘exempt property.” Should
a Tederal awarding agency not estab-
lish conditions, title to exempt prop-
erty upon acquisition shall vest in the
recipient without further obligation to

the I'ederal Government.

§215.34 Iquipment.

(a) Title to eguipment acguired by a
-recipient with Federal funds shall vest
in the recipient, subject to conditions
of this section.

(b) The recipient shall not use equip-
ment acquired with Federal funds to
provide services to non-Federal outside
organizations for a {ee that is less than
private companies charge for equiva-
lent services, unless specifically au-
thorized by Federal statute, for as long
as the Pederal Government retains an
interest in the equipment.

(c) The recipient shall use the equip-
ment in the project or program for
which it was acquired as long as need-
ed, whether or not the project or pro-
gram continues to be supported by I'ed-
eral funds and shall not encumber the
property without approval of the Ifed-
eral 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 fed-
erally-sponsored activities, in the fol-
lowing order of priority:

(1) Activities sponsored by the JFed-
eral awarding agency which fonded the
original project, then

(2) Activities sponsored hy other Fed-
eral awarding agencies.

() During the time that egunipment
is used on the project or program for
which it was acguired, the recipient
shall make it available {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 equip-
ment was originally acquired. Pirst
preference for such other use shall be
Lo other projects or programs

given
sponsored - by --the - Federal. awarding
agency bthat {inanced the equipment;
b
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days after the recipient’s request and
the following procedures shall govern.

(1) If so instructed or if disposition
instructions are not, issued within 120
calendar days after the recipient's re-
guest, the recipient shall sell the
equipment and reimburse tlye IFederal
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 Pederal share $500 or ten percent of
the proceeds, whichever is less, for the
recipient's selling and handling ex-
penses.

(2) If the recipient is instructed to
ship the eguipment elsewhere, the re-
cipient shall be reimbursed by the Fed-
eral 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 eqguipment, plus any reasonable
shipping or interim storage costs in-
curred.

(3) If the recipient is instructed to
otherwise dispose of the equipment, the
recipient shall be reimbursed by the

Federal awarding agency for such costs

incurred in its disposition.

(4) The Federal awarding agency may
reserve the right to transfer the title
to the Federal Government or to a
third party named by the Federal Gov-
ernment when such third party is oth-
erwise eligible under existing statutes.
Such transfer shall be subject to the
following standards.

(i) The eguipment shall be appro-
priately identified in the award or oth-
erwise made known to the recipient in

writing.
(if) The Federal awarding agency
shall 1issue disposition instructions

within 120 calendar days after receipt
of a final inventory. The final inven-
tory shall list all equipment acguired
with grant funds and federally-owned
equipment. If the Federal awarding
agency Tfails to issue disposition in-
strucbions within the 120 calendar day
period, the recipient shall apply the
standards of Ghis section, appro-
priate.

as

TTE11) Wihien tlie “TFederal -awarding - -

agency exercises its right to take title,

§21536

the eguipment shall be subject to the
provisions for federally-owned eguip-

ment,

§215.835 Supplies and other expend-
able property.

(a) Title to supplies and other ex-

pendahble property shall vest in the re-

cipient upon acquisition. If there is a

residnal inventory of unused supplies -

exceeding $5000 in total agpgregate
value upon termination or compietion
of the project or program and the sup-
plies are not needed for any other fed-
erally-sponsored 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-
ernment for its share. The amount of
compensation shall be computed in the
same manner as for equipment.

{b) The recipient shall not use sup-
plies acguired with Federal funds to
provide services to non-Federal outside
organizations for a fee that is less than
private companies charge for equiva-
lent services, unless specifically au-
thorized by Federal statute as iong as
the Federal Government retains an in-
terest in the supplies.

§216.836 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
Tederal awarding agency(ies) reserve a
royalty-free, nonexclusive and irrev-
ocable right to reproduce, puablish, or
otherwise use the work for Federal pur-
poses, and to authorize others to do s0.

(h) Recipients are subject bo applica-
ble regulations governing patents and
inventions, including government-wide
regulations issued by the Department
of Commerce at 37 CFR part 401,
“Rights to Inventions Made by Non-
profit Organizations and Small Busi-

ness Pirms Under Government Grants,
Agree-

Contracts and Cooperative
ments.”’

(¢) The Federal Governmient has the
right to:

(1) Obtain, reproduce, publish o1 oth-

erwise- -use. the. data first mroduced

under an award.

7
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of applicable Federal statutes and ex-
ecutive orders. No additional procure-
mentb standards or requirements shall
be imposedd by Lhe Federal awarding
agencies upon recipients, unless spe-
cifically required by Federal statute or
executive order or approved by OMB,

$215.41 Recipient responsibilities.
The standards contained in this sec-
tion do not relieve the recipient of the
contractual responsibilities arising
under its contract(s). The recipient is
the responsible authority, without re-
conrse to the Pederal awarding agency,
regarding the settlement and satisfac-

- tion of all contractual and administra-

tive issues arising out of procurements
entered into in support of an award or
other agreement. This includes dis-
putes, claims, protests of award, source
gvaluation or other matters of a con-
tractual nature. Matbtters concerning
violation of statute are to be referred
to such Pederal, State or local anthor-
ity as may have proper jurisdiction.

§215.42 Codes of conduct.

The recipient ghall maintain written
standards of coanduct 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 a contract
supported by Federal funds if a real or
apparent conflict of interest would be
involved. Such a conflict would arise
when the employee, oificer, or agent,
any member of his or her immediate
{family, his or her partner, or an orga-
nization which employs or is about to
employ any of the parties indicated
lierein, has a financial or other interest,
iy 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 valwe {rom contractors, or
parties to subagreements. However, re-
cipients may set standards for situa-
tions in which the financial interest is
not substantial or the gif{ is an unso-
licited item of nominal value. The
standards of conduct shall provide for
disciplinary actions toc be applied for

__Yiolations of such standards by oili-

cers, employees, or agents ol the re-
gcipient,

§215.44

$215.43 Competition.

A1) procurement transactions shall
be conducted in a manner Lo provide,
to the maximum extent practical, open
and 1ree competition. The recipient
shall be alert to organizational con-
flicts of interest as well as noncompeti-
tive practices among contractors that
may restrict or eliminate competition
or otherwise restrain trade. In order to
ensure ohjective contractor perform-
ance and eliminate unfair competitive
advantage, contractors that develop or
draft  specifications, reguirements,
statements of work, invitations {for
bids and/or reguests for proposals shall
be excluded from competing for such
procurements. Awards shall be made t0
the bidder or offeror whose bid or offer
is responsive to the solicitation and is
most advantageous to the recipient,
price, guality and other factors consid-
ered. Solicitations shall clearly set
forth all requirements that the bidder
or offerpr shall fulfill in order {for the
pid or offer to be evaluated by the re-
cipient. Any and all bids or offers may
be rejected when it is in the recipient’s

interest to do so.

§215.44 Procurement procedures.

(a) All recipients shall establish writ-
ten procurement procedures. These
procedures shall provide for, at & 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 purchase alter-
natives to determine which would be
the most economical and practical pro-
curement for the Federal GovernmentL.

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

(i) A clear and accurabe description
of the technical reguirements for the
material, product or service to be pro-
cured. 1n competitive procurements,
such a description shall not contain
{features which unduly restrict com-
petition.

(i1) Reguirements which the bidder/
offeror must fulfill and all other fac-
tors o be used in evaluating bids or
proposals.

(1ii) A description, whenever
ticable; of technical. reguirements in
terms of functions to be periormed or

prac-
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every procurement action. Price anal-
¥y5is may be accomplished In various

ways, 1ncluding bhe comparison of
price guotations submilbted, market
prices and similar indicia, together

with discounts. Cost analysis is the re-
view and evaluation of each element of
cost  Go determine reasonableness,

allocability and allowability.

$215.46 Procurement records.

Procurement records and files lor
purchases in excess of the small pur-
chase threshold shall include the fol-
lowing at 2 minimum:

(a) Basis for contractor selectiol;

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

(c) Basis for award cost or price.

§215.47 Contract administration.

A system for contract administration
shall be maintained to ensure con-
tractor conformance with the terms,
conditions and specifications of the
contract and to ensure adequate and
timely follow up of all purchases. Re-
cipients shall evaluate contractor per-
Tormance and document, at appro-
priate, whether contractors have met
the terms, conditions and spsecifica-
tions of the contract.

$215.48 Contract provisions.

The recipient shall include, in addi-
tion to provisions to define a sound and
com)ilete agreement, the following pro-
visions in all contracts. The following
provisions shall also be applied to sub-
contracts.

(a) Contracts in excess of the small
purchase threshold shall contain con-
fractual provisions or conditions that
allow for administrative, contractual,
or legal remedies in instances in which
4 contractor violates or hreaches the
contract terms, and provide for such
remedial actions as may he appro-
priate.

(b) All contracts in excess of the
small purchase threshold shall contain
suitable provisions lfor termination by
thie recipient, including the manner by
which termination shall be eflected
and the hasis for setblement. In addi-
tion, such contracts shall describe con-
a8

be terminated for default as well

“ditions under-which-tlie contract. may. .
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conditions where the contract may be
terminated because of circamstances
beyond the control of the contractor.

(¢) Lxcept as otherwise reguired by

statute, an award that requires the
contracting (or subcontracting) {for
construction or facillty improvements
shall provide for the recipient to follow
its own reguirements relating to bid
puarantees, performance bonds, and
payment bonds unless the construction
contract or subcontract exceeds
$100,000. Tor those contracts or sub-
contracts exceeding 5100,000, the Ted-
eral awarding agency may accept the
bonding policy and requirements of the
recipient, provided the Federal award-
ing agency has made a determination
that the Federal Government’s interest
is adequately protected. If such a de-
termination has not been made, the
minimum reguirements shall be as fol-
lows.
(1) A bid guarantee from each bidder
eqguivalent to five percent of the bid
price. The ‘'bid guarantee' shall con-
sist of a firm commitment such as a
bid bond, certified check, or other ne-
gotiable instrument accompanying a
bid as assurance that the bidder shall,
upon acceptance of his bid, execute
such contractual documents as may be
required within the time specified.

(2) A performance bond on the part of
the contractor for 100 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 under such
contract.

(3) 4 payment bond on the part of the
contractor for 100 percent of the con-
tract price. A “payment bond" is one
executed in connection with a contract
to assure payment as reguired by stab-
ute of all persons supplying labor and
material in the execution of the work
provided for in the contract.

(1) Where bonds are required in the
situations described herein, the bonds
shall be obtained {rom companies holad-
ing certificabes of authority as accept-
able sureties pursuant to 31 CI'R parl
223, “Surety Companies Doing Business
with the United Stabes.”

Q) ANl negotiated contracts (except
those for less than the small purchase
Lhreshold) awarded by recipienbs shall

include a provision to the eflect that -
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Lo meet 1ks needs, excepl that a final
SI-269 or SF-469A shall be regquired at
the completion of the project when the
SIP-270 is used only for advances.

(ii) The Federal awarding agency
shal) prescribe whether the report shall
be on a cash or accrual basis. If the
TPederal awarding agency requires ac-
crual information and the recipient’s
accounting records are not normally
kept on the accrual basis, the recipient
shall not be required to convert its ac-
counting system, but shall develop
suclt accrual information through best
estimates based on an analysis of the
documentation on hand.

(iii) The Federal awarding agency
shall determine the freguency of the
Financial Status Report for each
project or program, considering the
size and complexity of the particular
project or program. However, the re-
port shall not be required more fre-
guently than gquarterly or less {ire-
qguently than annually. A final report
shall be reguired at the completion of
the agreement.

(iv) The Federal awarding agency
shall require recipients to submit the
57-269 or SF-2694 (an original and no
more than two copies) no later than 30
days after the end of each specified re-
porting period for gquarterly and semi-
annual reports, and 90 calendar days
for annnal and final reports. Bxten-
sions of reporting due dates may be ap-
proved by the Federal awarding agency
upon reguest of the recipient.

(2) SPF-272, Report of Tederal Cash
Transactions.

(i) When funds are advanced to re-
cipients the Federal awarding agency
shall require each recipient to submit
the SF-212 and, when necessary, its
continnation sheet, SI™-272a. The Fed-
eral awarding agency shall use this re-
port to monitor cash advanced Lo re-
cipients and Lo obtaln disbursement in-
formation for each agreement with the
recipients,

(ii) Pederal awarding agencies may
reguire forecasts of Federal cash re-
guirements in the “Remarlks’ section
of the report.

(ii1) Whebn practical and deemed nec-
essary, IPederal awarding agencies may
-reguire. recipients to report in the

“Remarks” section the amount of cash ™

advances received in excess of three

6
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days. Recipients shall provide short
narralive explanations of actions taken
to reduce the excess balances.

(iv) Recipients shall be regquired Lo
submil not more than the original and
two copies of the SIF-272 1i calendar
days following the end of each quarter.
The IPederal awarding agencies may re-
guire a monthly report {from those re-
cipients receiving advances totaling 3§l
million or more per year.

(v) TFederal awarding agencies may
waive the reguirement for submission
of the SF-272 for any one of the fol-
lowing reasons:

(A) When monthly advaices do not
exceed $£25,000 per recipient, provided
that such advances are momnitored
through other forms contained in this
section;

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

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

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

(1) When additional information is
needed to comply with legislative re-
guirements, Federal awarding agencies
shall issue instruoctions to reguire re-
cipients bto submit such information
under the “Remarks'’ section of the re-
ports.

(2) When a IPederal awarding agency
determines that a recipient's account-
ing system does not meet the standards
in §216.21, additional pertinent infor-
mation to further monitor awards may
be obtained upon written notice to the
recipient until such time as the system
is brought up to standard. The FFederal
awarding agency, in obtaining this in-
formation, shall comply with report
clearance reguirements of 5 CIPR part
1320.

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

(4) Tederal awarding agencies may
accept the identical information from
the recipients in machine readable for-

mal or computer printonts or elec-

Tronic oubpnts in lieu of prescribed-for- .

mabe.
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(5) Federal awarding agencies may
provide computer or electronic outputs
Lo recipients when such expedites or
cantributes to the accuracy of repdré-
Ing.

21668 Retontion nnd acvess reguire-
monts for records.

ta) This section sets forth reguire-
ments for record retention and access
o records for awards to recipienta.
Federsl awarding agencies shall not
impose any oGher record retention or
accesd requirements upon recipients.

(h) Pinancial records, supporting doc-
aments, statlstical records, and all
other records pertinent to an award
shall he retained for a perlod of three
voars 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-
clal report, as authorized by the Fed-
aral awarding agency. The only excep-
tions are the following.

(1) If any litigation, claim, or audit s
started before the expiration of the 3-
year period, the records shall be re-
tained until all litigation, claims or
awdit findings Involving the records
have heen resolved and final action
talcen. .

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

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

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

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

agency.
(d) The IPedera! awarding agency
shall request transfer of certaln

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 make arrangements for re-
cipients to retain any records that are
continuously needed for joint use.
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(e} The Federal awvarding agency, vhe
Inspector General, Comptroller Gen-
eral of the United States, or any of
their duly authorizsd representatives,
have bthe right of timely and unrve-
stricted access to any books, docu-
ments, papers, or other records of re-
ciptents  Ghat are pertinent Lo Ghe
awards, in order to make audits, ex-
aminations, excerpts, transcripts and
copies af such documents. Thie right
also includes timely and reasonable ac-
ceds 6o a reciplent's personne) for the
purnpose of {ntervisw and discussion re-
lated Lo such documants. The rights of
access In this paragraph are not lim-
ited to the required retention perlod,
but shall last as long as records are re-
tained.

(f) Unless reguired by statute, no
Tederal awarding apency shall place
restrictions on recipients that limit
puhlic access to the records of recipi-
ents that are pertinent 6o an award, ex-
cept when the Federal awarding agency
can demanstrate that such records
shall be lkept confidential and would
have been exempted from disclosure
pursuant to the TPreedom of Informa-
tion Act (b U.S.C. 562) if the records
had belonged to the Fedoral awarding
agency.

(g) Indirect cost rate proposals, cost ul-
locations plans, etc. Parapraphs (g)(1)
and (g)2) of this section apply to the
following types of documents, and Sheir
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 benefit
rates).

(1) If submitted for negotiction. If the
recipient submits to the Federal
awarding agency or the subrecipient
submits to the recipient the proposal,
plan, or other computation to form the
basis for negotiation of the rate, then
the 3-year retention period for its sup-
portlng records starts on the date of
such submission.

(2) If not submitted for negotiation. If
the recipient is not required to submit
to the Federal awarding agency or the
subrecipient is not required to submit
to the recipient the proposal, plan, or

«
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other computation for negotiation pur-
poses, then the 3-year retention period
{for the proposal, plan, or other com-
putation and 1ts supporting records
starts at the end of the fiscal year (or
other accounting period) covered by
the proposal, plan, or other compuba-

tion.
"TERMINATION AND. ENFORCEMENT

§216.60 Purpose of termination and
enforcement.
Sections 215.61 and 215.62 set forth
uniform suspension, termination and
enforcement procedures.

§216.61 Termination.

(a) Awards may be terminated in
whole or in part only if paragraphs
(a)(1), (2) or (3) of this section apply.

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

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

(3) By the recipient upon sending to
the Tederal awarding agency written
notification setting forth the reasons
for such termination, the effective
date, and, in the case of partial termi-
nation, the portion to be 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 elther para-
graphs (a)1) or (2) of this section.

(b} If costs are allowed under an
award, the responsibilities of the re-
cipient referred o in § 216.71(a), includ-
ing thogse for property management as
applicable, shall be considered in the
termination of the award, and provi-
sion shall be made for continmuing re-
spounsibilities of the recipient after ter-
mination, as appropriate.

§215,62 Enforcement.

- =(a} Remedies for noncomplianee. I1f a re-
cipient materially {ails to comply with

6
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the terms and conditions of an award,
whether sbaled in a Federal statute,
regulation, assurance, application, or
notice of award, the Federal awarding
agency may, in addition to imposing
any of the special conditions oublined
in §215.14, take one or more of the fol-
lowing actions, as appropriate in the
cirecumstances.

(1) Temporarily withhold cash pay-
ments pending correction of the defi-
ciency by the recipient or more severe
enforcement acbtion by the TFederal
awarding agency.

(2) Disallow (that is, deny both use of
funds and any applicable matching
credit for) 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.

(4) Withhold further awards for the

project, or program.
(5) Take other remedies that may be

legally available.

(b) Hearings and appecls. In taking an
enforcement action, the awarding
agency shall provide the recipient an
opportunity for hearing, appeal, or
other administrative proceeding to
which the recipient is entitled under
any statute or regulation applicable to
the action involved.

(©) 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 unless the awarding agency ex-
pressly authorizes them in the nmotice
of suspension or termination or subse-
quently. Other recipient costs during
suspension or after termination which
are necessary and nol reasonably
avoidable are allowable if paragraphs
(e)(1) and (2) of this section apply.

(1) The costs result from obligations
which were properly incurred 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, are noncancellable.

(2) The costs would be allowable if
the award were not suspended or ex-
pired normally at the end of the fund-
ing period in which the termination
takes effect.

(Q) Relationship to deburment end sus-
pension.  The enforcement remedies

identified in {ihis

section, including”
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charge interest on an overdue debt—in

accordance with 4 CIPR Chapler 11,
“Tederal  Claims Collecbion Stand-
ards."

APPENDIX A TO PART 215—CONTRACT
PROVISIONS

Al contracts, awarded by a recipient In-
cluding small purchases, shall contaln the
iollowing provisions as applicable:

1. Egual Employment Opportunily—All con-
tracts shall conbtain a provision requiring
compliance with E£.Q. 11246, ‘*Equal BEmploy-
ment Opportunity'’ (30 PR 12319, 12035, 3
CFR, 1964-1965 Comp., p. 339), as amended by
E.0. 11375, “Amending Executive Order 11246
Relating to Egua! Imployment Oppor-
tunity,” and as supplemented by regulations
at 41 CFR part 60, “"Office of Federal Con-
tract Compliance Programs, Equal Employ-
ment Opportunisy, Department of Labor.”

2. Copeland "Anti-Kickback' Act (18 U.5.C.
874 and 40 U.S.C, 276c)—Al) contracts and sub-
grants 1n excess of 32000 for construction or
repair awarded by recipients and subrecipi-
ents shall include a provision for compliance
with the Copeland “‘Anti-Kickback' Act (10
U.5.C. 874), as supplemented by Department
of Labor regulations (28 CFR part &, “Con-
tractors and Subcontractors on Public Bulld-
ing or Public Work Financed in Whole or in
Part by Loans or Grants from the United
States”). The Act provides that each con-
tractor or subrecipient shall be prohibited
irom inducing, by any means, any person
emplioyed in the construction, completion, or
repair of public work, to give up any part of
the compensation to which he is otherwise
entitled. The recipient shall report all sus-
pected or reported violations to the Federal
awarding agency. '

8. Duvis-Bacon Act, us wnended (40 U.S.C.
276u to o-7)—When required by Federal pro-
gram legislation, all construction contracts
awarded hy the recipients and subrecipients
of more than $2000 shall include a provision
for compliance with the Davis-Bacon Acl (10
U.S8.C. 276a Lo a-7) and as supmemented by
Departmenl of Labor regulations (29 CFR
part 5, "Labor Standards Provisions Applica-
e to Contracts Governing Federally Iri-
nanced angd Assisted Construchbion’). Under
this Acl, contractors shall he reguired to pay
wages to laborers and mechanics at a rate
not Jess than the minimum wages specified
in 2 wage determination matde by the Sec-
retary of Labor. ln addition, contractors
shall be reguired Lo pay wages nol less Lhan
onee a weel. The recipient shall place a copy
of the current prevalling wage determination
issued by Lhe Department of Labor in each
solicitation and the award of & contract shal)

wage determination. The recipient shall re-

-be conditioned upon the acceptance of the
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pork-all -snapected or-reported viclatlens Lo
the Federal awarding agency.

4. Contract Worl: Howrs and Sufely Stundurds
Act (40 U.S.C. 327-313)—Where applicable, wll
conbracls awarded by recipients in excess of
$2000 for construction contracts and in ex-
cess of $2600 for other contracts that involve
the empioyment of mechanics or laborers
shall include a provision for compliance with
sections 102 and 107 of bhe Contract Worl
Hours and Safety Standards Act (40 U.S.C.
327-333), a5 supplemented by Department of
Labor regulations (29 CI'R part §). Under sec-
tion 102 of the Act, each contractor shall he
required to compute the wages of every me-
chanic and laborer on the basis of a standard
work week of 40 hours. Work in excess of the
standard work week iz permissible provided
that the worler 1s compensated at a rate of
not less than 1% times the basic rate of pay
for al) hours worked in excess of 40 hours in
the work week. Section 107 of the Act is ap-
plicable to construction work and provides
that no laborer or mechanic shall be reguired
to work in surroundings or under working
conditions which are unsanitary, hazardous
or dangerous. These requirements do not
apply to the purchases of supplies or mats-
rials or articles ordinarily available on the
open market, or contracts for transportation
or transmission of intelligence.

5. Rights to Inventions Made Under a Con-
tract or Agreemeni—Contracts or agreements
for the performance of experimental, devel-
opmental, or researcli work shall provide for
the rights of the Federal Government and
the recipient in any resulting invention in
accordance with 37 CFR part 401, "Rights to
Inventions Made by Nonprofit Organizations
and Small Business Firms Under Govern-
ment Grants, Contracts and Cooperative
Agreements,” and any implementing regnla-
tions issued by the awarding agency.

6. Ciean Air Act (42 U.S.C. 740] el sey.) und
the Federal Waler Pollulion Control Act (33
U.S.C. 125] et seq.), as amended—Contracts
and subgrants of amounts in excess of
$100,000 shall contain a provision thal re-
guires the recipient to agree to comply with
all applicable standards, orders or regula-
tions issued pursuanl bto the Clean Air Acl
(12 U.B.C. 101 el seq.) and the Federal Water
Pollution Control Act as amenied (33 U.S.C.
1251 ef seq.). Violabtions shall be reported to
the TFederal awarding agency and bhe Te-
gional Office of the Bnvironmental Prolec-
tion Agency (BFPA).

7. Byrd Anti-Lobbying Amendment (31 U.5.C.
1352)—Contractors who apply or hid flor an
award of $100,000 or more shal) flle the re-
quired certification. Tach tier cerbilies to
the tier above that it will not and has bot
gsed Pederal appropriated funds Lo pay any
person or organization for Influencing or ab-
tempting to influence an officer or employee
of any agency, &« member of Congress, officer
or eéniployee ol Congress,-or an employet ol a

i
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CIRCULAE NO. A-122
Revised May 10, 2004

TO THE HEADS OF EXECUTIVE DEPARTMERTS AND LESTABLISHMENTS
SUBJECT: Cost Principles for Non-Profit Organizations
1. Purpose. This Circular establishes principles for determining costs of
grants, contracts and other agreements with non-profit crganizations. It does

not apply to colleges and universities which are covered by Office of Management
"Cost Principles for Educational 1lnstitutions”;

and Budget {OMB) Circular A-21,
State, local, and fedsrally-recognized Indian tribal governments which are
and Indian

covered by OMB Circular A-87, '"Cost Principles for State, Local,

Tribal Governments"; or hospitals. The principles are designed to provide that
the Federal Government bear its fair share of costs except where restricted or
The principles do not attempt to prescribe the extent of
cost sharing or matching on grants, contracts, or other agreements. However,
such cost sharing or matching shall not be accomplished through arbitrary
limitations on individual cost elements by Federal agencies. Provision for
prefit or other increment above cost is outside the scope of this Circular.

prohibited by law.

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

3. Applicability.

a. These principles shall be used by all 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. 21l of these
The principles do not apply to

instruments are hereafter referred to as awards.
awards under which an organization is not reguired to account to the Federal

Government for actual costs incurred.

b. All cost reimbursement subawards (subgrants, subcontracts, etc.) are
subject to those Federal cost principles applicable to the particular
Thus, if a subaward is to a non-profit organization,
if a subaward is to a commercial organization, the

if—a-—subaward-is

organization concerned.

—this Circular shall apply;

cost principles applicable to commercial concCerns shalil appty:
to a college or university, Circular A-21 shall apply; if & subaward is to a
State, local, or federally-recognized Indian tribal government, Circular A-87

shall apply.

o o e
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1. sty onn.

i No-—proSil organs 2atLon Means dny Sorporalion, LIuSh, ansolishon,
coopRrative, oY other organscation whooh

antific, esucational, narv:os

1) o operated primarily
Shayitalilae, or similar purposes .1n che publ.c interest;
t2y in not organized primarily for profit: and

proceeds Lo maintain, improve, and/or expand ius
the term "non-profit orgarization’ excludes [1;

collages and universities; (ii) hospital (11i1) State, iocal, and {edeyol:y-

recognized Indian tribal governments; and (iv) those

organizations which are excluded from coverage ofl this Circular in

{5 uses 1ts net

Operations. For o this purpose,

pon-~profit
accordance with paragraph 5.
Prior approval means securing the awarding agency's permission in

“o ancur cost for those items that are designated as requiring prior
Where

Fa.
advance
approval by the Circular.
Ltem of cost requiring prior approval is specified in the budget of an award,
] frr b od ot Uttt parprayel of rbat cong

Generally this permigssion wiil be in writing.

an

PR

TpE



also permitted by matual agreement

implementation of individual provisions, is
hetween an organization and the cognizant Federal agency.
10. 1nquiries. Further information concerning this Circular may be obtained by
contacting the Office of Federal Financial Management, OMB, washingtorn, DC

20503, telephone {202) 395-3943
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Negotiation and Approval of Indirect Cost Rates

Definitions

Negotiation and approval ol rates
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Cirvouiar No. A-127

Conspdarat onn

i Composd D on of tolal conts. The Loval cost of an award is the sum of
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o Be cansastent wr o polaores and nroceduran Lnet anpd iy anc oy
foonoth o [inansed and other aot cwibyan of Clree v gl sai 1o
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¢ Be determined in accordance with generally accepted acoountling
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20 wogram

cuvrent arv g praor neriod.

Y

. S auedqual cby document @0,
- e sonanio b G reagsonalbye T, ouo dto nature Oy damount,

Lo doaes not exceed tnat which woulid be

person andar tihe

LnounTed ny g nn

VIR

was tacle Toolneun Lhe Cusln.

must he scrucinized with

the time the ded

IArcumstancaes prevai Ling avt

The question of the reasonableness of specific ust !
particular care in connection with organizations or separate divisions thereot
-t from awards made by Federal

which receive the preponderance of their suppo:r

aness of a given cost, consideration

agencies. In determining the reasonabl
shall be given to:
a. Whether =he cost is of a type generally recognized as ordinary

the operation of “he organization or the performance of the

and necessary
award.







6.  Advance understanclings.  Under any qgiven award, the reasonableness and
allocability of certain items of zosts may be difficult to determine. This is
partLcularly true in connection with organizations that recelve a preponderance
of ther support from Federal agepncies. In order to avold subsequent
dinallowance or diapute based on unreasonabieness or nonallocability, it is
with the cognizant or awarding
voadvance of the incurrence of ial or unusval costs The absence of
of cost will not, in itself, affect the

often densivable to seek a written agreement

spec

acency i

ATV advance ggrasament on odany alement
ciasonableness oy abliocabilaty of that element.

! Conditional exemptions
A, OMB suthorizes conditional exemption from OMB administralive

reguirements and cost principles circulars for certaln Federal programs v h

sltatutorily-authorizaed consolidated planning and consolidated administrative
funding, thar are identified by a Federal agency and approved by the nead of
the Ezecutive department or establishmant. A Federal sgency shall connult wsth

OME during 1os consideration of whether to grant gsuch an exemptlon.

Tocel program admonstraiion,
[

fficiency un Dtate and
purpeses have aspecii:

b, To promote =
whan Faderal non-entitlement programs with common
Sta tutmri)y—anthm:r.zed consolidated planning and consolidated administrative
funding and where most of the Jtate agency's resources come [rom non-Federal
agencies may exempt these covered State—administered, non-
certain OMB grants management requirements.

the allocability of coests provisions of OMB

sources, Federal
entJ_LJ.em(-znt grant programs from
axemnptions would be from all but

The

Circulars A-87 {(Attachment A, subsection C.3), "Cost Principles for State,
" p-21 (Section C, subpart 4), "Cost

Local, and Indian Tribal Governments,
Principles for Educational Institutions,” and B-122 (Attachment A, subsecticn
A.4), "Cost Principles for Non-Profit Organizations,” ad from all of the
administrative reguirements provisions.of OMB Circular A-i10, "Oniform
Administrative Reguirements for Grants and Agreements with Institutions of
Higher Education, Hospitals, and Other Non-Profit Organizations,” and the

agencies' dgrantz management common rule.

deral agency provides this flexibility, as a
a State must adopt 1ts own

ing for

c. When a F
quisite to a State's exercising this option,
en fiscal and administrative requirements for expending and account

stent with the provisions of OMB Circular A-87, and

end such policies to all subrecipients. These fiscal and administrative
must be sufficiently specific to ensure that: funds are used in
compliance with all applicable Federal statutory and resgulatory provisions,
CcoSsts are reasonable and necessary for operating these programs, and funds are
ot be used for general expenses required to carry out other responsibilities of

unds, which are consis

qqu@ment

t
a State or its subrecipients.

B. Direct Costs

1. Direct costs are these that can be identified specifically with a
particular final cost objective, i.e., a particular award, project, service, or
other direct activity of an organization. However, a cost may not be assigned
to an award as a direct cost if any other cost incurred for the same purpose,
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 be
assigned directly thereto. Costs identified specifically with other final cost

in

———




objectives of the organization are direct costs of those cost objectives and are

not to be asscigned to other awards directly or indirectly.

Z. Any direct cost of & minor amount may be treated as an indirect cost
for reasons of practicality where the accounting treatment for such cost is

consistently applied to all final cost objectives.

3. The cost of certain activities are not allowable as charges to Federal
awards (se&, for example, fundraising costs in paragraph 17 of Attachment B).
However, even though these costs are unallowable for purposes of computing
charges to Federal awards, they nonetheless must be treated as direct costs for
purposes of determining indirect cost rates and be allocated their share of the
organization's indirect costs if they represent activities which (1) include the
salaries of personnel, (2) occupy space, and (3) benefit from the corganization's
indirect costs

4. The costs of activities performed primarily as a service to members,
clients, or the genmeral public when significant and necessary to the
organization's mission must be treated as direct costs whether or not allowable

and be allocated an equitable share of indirect costs. Some examples of these
types of activities include:

Maintenance of membership rolls, subscriptions, publications,

d.

and related functions.
Providing services and information to members, legislative or

or the public.

b.
administrative bodies,
c. Promotion, lobbying, and other forms of public relations.

d. Meetings and conferences except those held to conduct the

general administration of the organization.
e¢. Meintenance, protection, and investment of special funds not
used in operation of the organization.

£
]

“clients, including
financial aid, etc.

Administration of group benefits on behalf of members or
life and hospital insurance, annuity or retirement plans,

C. Indirect Costs

1. Indirect costs are those that have been incurred for common or joint
objectives and cannot be readily identified with a particular final cost
objective. Direct cost of minor amounts may be treated as indirect costs under
the conditions described in subparagraph B.2. After direct costs have been
determined and assigned directly to awards or other work as appropriate,
indirect costs are those remaining to be allocated to benefiting cost
objectives. & cost may not be allocated to an award as an indirect cost if any
other cost incurred for in like circumstances, has been
assigned to an award as

the same purpose,
a direct cost.

Because of the diverse characteristics and accounting practices of
it is pnot possible to specify the types of cost which
However, typical examples

2.
non-profit organizations,
may be classified as indirect cost in all situations.
of indirect cost for many non-profit organizations may include depreciation or
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distribution base. The result of this process is an indirect cost rate which is
used to distribuie indirect costs to indivicdual awards. The rate should be
expressed as the percentage which the total amount of allowable indirect costs
hears Lo the base selected. This method should also be used where an
organization has only one major funcrion encompassing a number of individual

projects or activities, and may be used where the level of Federal awards to amn
crganization is relatively small.
b. Both the direcl costs and the indirect costs shall exclude
capital ezpenditures and unazllowable costs. However, unallowable costs which
represent activities must be included in the direct costs under the conditions
described in subparagraph B.3.
c. The distribution base may be total direct costs (excluding
capital expenditures and other distorting items, such as major subcontracts or
subgrants), direct salaries and wages, or other base which results in an
equitable distribution. The distribution base shall generally exclude
participant support costs as defined in paragraph 32 of Attachment E. -

C

d. Except where a special rate(s) is reguired in accordance with
subparagraph 5, the indirect cost rate developed under the above principles is
1f a special rate(s) is required,

applicable to all awards at the organization.
appropriate modifications shall be made in order to develop the special rate(s)

e. For an organization that receives more than $10 million in
Federal funding of direct costs in a fiscal year, a breakout of the indirect
cost component into two broad categories, Facilities and Administration as
defined in subparagraph C.3, is required. The rate in each case shall be stated
as the percentage which the amount of the particular indirect cost category
(i.e., Facilities or Administration) is of the distribution base identified with
that category. .

method

3. Multiple allocation base

organization's indirect costs benefit its
indirect costs shall be accumulated into

a. General. Where an
Lach grouping shall

major functions in varying degrees,
separate cost groupings, as described in subparagraph b.

then be allocated individually to benefitting functions by means of a base which
The default allocation bases by cost pool

best measures the relative benefits.
are described in subparagraph c.

. Identification of indirect costs. Cost groupings shall be
established s i 1 i ach grouping on the basis of
benefits provided to the major functions. ILach grouping shall constitute a pool —— ——— —————-
of expenses that are of like character in terms of functions. they benefit and in
terms of the allocation base which best measures the relative benefits provided
The groupings are classified within the two broad categories:

to each function.
"Facilities" and "Administration," as described in subparagraph C.3. The
indirect cost pools are defined as follows:

{1) Depreciation and use allowances. The expenses under this
heading are the portion of the costs of the organization's buildings, capital
improvements to land and buildings, and equipment which are computed in
accordance with paragrapb 11 of 2ttachment B ("Depreciation and use

allowances”}.
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utility study) shall not be used to

s an engineering
sponsored awards.

special cost studies (such as

determine and atlocate the indirect costs to

(1) Depreciation and use allowances Depreciation and use

allowances expenses shall be allocated in the following manner:
{a) Depreciation or use allowances on buildings used

exclusgively in the conduct of & gingle function, and on capital improvements and

assigned to that function.

equipment used in such buildings, shall be &

Depreciation or use allowances on buildings used for

(b)
more than one function, and on capital improvements and equipment used in such
buildings, shall be allocated to the individual functions performed in each
excluding common areas,

building on the basis of usable sguare feet of space,

such as hallways, stairwells, and restrooms.
use allowances on buildings, capital
improvements and equipment related space {e.g., individual rooms, and
laboratories) used jointly by more than one function (as determined by the users
of the space) shall be treated as follows. The cost of each jointly used unit
of space shall be allocated to the benefitting functions on the basis of:

{c) Depreciation or

{i) the employees and other users on a full-time
{FTE) basis or salaries and wages of those individual functions

from the use of that space; or
(i1) organization-wide emplovee FTEs or salaries

and wages applicable to the benefitting functions of the organization.

certain capital

(d} Depreciation or use allowances on cer
such as paved parking areas, fencesg, sidewalks, and the
shall be zllocated to usex
functions in proportion to
to the functions.

improvements to land,
like, not included in the cost of buildings,
categories on a FTE basis and distributed to mejor
the salaries and wages of all employees applicable

{2) Interest. Interest costs shall be allocated in the same
manner as the depreciation or use allowances on the buildings, equipment and
capital equipments to which the interest relates.

{3) Operation and maintenance expenses. Operation and

maintenance expenses shall be allocated in the same manner as the depreciation

and use allowances.

{4) General administration and general expenses. General
administration and general expenses shall be allocated to benefitting functions
based 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
ender services or provide benefits.

functions of the organization to which they

-
The aggregate expenses of each group shall then be allocated to benefitting

functions based on MTDC.

d. Order of distribution.

{1) Indirect cost cetegories consisting of depreciation and
allowances, interest, operation and meintenance, and general administration

1S
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other activity. The hases must be established in accordance with reasonable

eriveria, and be supported by current data. This method is compatible with the
Standards of Accounting and Financial Keporting for Voluntary Health and Welfare
Urganizationus issued jointly by the Wational Health Council, Inc., the Rational
hssembly of Voluntary Health and Social Welfare Organizations, and the United

Way of America.
nclueively of general
the organization's

¢. Under this method, indirect costs consist e
administration and general expenses. In all other respects,
indirect cost rates shall be computed in the same manner as that described in
subparagraph 2.

5. Special indirect cost rates. In some instances, a single indirect
cost rate for all activities of an organization or for each major function of
the organization may not be appropriate, since it would not take into account
those different factors which may substantially affect the indirect costs

a particular segment of worl. For this purpose, a particular
single award or it may consist of
These factors

applicable to
d

segment of worl may be that performed under
work under a group of awards performed in a common environment.
may include the physical location of the work, the level of administrative
support required, the nature of the facilities or other resources employed, the
scientific disciplines or technical skills involved, the organizational
arrangements used, or any combination thereof. When & particular segment of
work is performed in an environment which appears to generate a significantly

different level of indirect costs, provisions should be made for a separate
work. The separate indirect cost pool

indirect cost pool applicable to such

should be developed during the course of the regular allocation process, and the
separate indirect cost rate resulting therefrom should be used, provided it is
determined that (i) the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and 4, and (ii) the volume of work to

which the rate would apply is material.

Negotiation and Approval of Indirect Cost Rates

E.
1. Definitions. B&s used in this section, the following terms have the
meanings set
forth below:
for

a. Cognizant agency means the Federal agency responsible
negotiating and approving indirect cost rates for a non-profit organization on

behalf of all Federal agencies.
applicable to a

———————————b—Predetermined rate means an indirect cost rate,
specified current or future period, usually the organization's fTiscal year. The
rate 15 based on an estimate of the costs to be incurred during the period. A

predetermined rate is not subject to adjustment.

¢. FPixed rate means an indirect cost rate which has the same
characteristics as a predetermined rate, except that the difference between the
estimated costs and the actual costs of the period covered by the rate is
carried forward as an adjustment to the rate computation of a subseguent period.

d. Final rate means an indirect cost rate applicable to a specified
past period which is based on the actual costs of the period. & final rate j.s

not subject to adjustment.
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The results of each negotiation
yizanl agency and the non-profit org
of the agreement Lo

anlzation. The
all concerned

q.
agreement between the cog
cognizant agency shall distribute coples
Federal ayencies.
in a negotiation of an indirect cost rate
{it organization, the dispute shall

between the cognizant agency and Lhe non—prot
sith the appeals procedures of the cognizant agency.

b, 11 & dispuie arises

bhe resclved in accordance

i. To the extent that problems are encountered among the Federal
agencies in connection with the negotiation and approval process, OME will lend
csistance as reguired to resoclve such problems in a timely manner .

a

shall be formalized inoa written
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g Alooholac beverages
4. Auctitoc -5 and related sorvioes
: Dacl dabtn
[T Pend cng ot
I Tommur Datlyon contin
& Compansat gon or poraonal o norvyoen
@ Contingonoy provisions
0. e fenne and prosecut pon of oy i necd vl oproceedinan o biiG, atiia !
ancl patent intringement
b Dapraciacion and use aliowanoen
|C Donat ions and contributionn
. Eployan morale, health, and woelfare oontn
1. Lntertainment costs
1 Eaquipment and other capital erpendizures
6 Finen and penalties
17. Fund ralsing and invesiment managsment ZOSTS
R Gains and josses on depreciable assets
19 Goods 01 servic for personal use
20 Hewn ving avpenses
20 Tdle Tac CADSCLLY
insurance Zatlion
Irtarrant
Labor relations cons
Lohnying
SPONSGYed agrosments O ST} ERU G RN

Losses on oof

27, Mairntenance and relian’ O
Z8. Materiais and supplies o«

29. Meetings and conferences

3 Memberships, j ITity conts

s
* O

Lo

wole
(WS RN

Orgariization
Lage charges

I
N
&}
3
A

Participant suppor
tent costs

‘

[ER RS

B W LW WL

W3

i
41. Recruiting cost
42. Relocation costs
43. Rental costs of buildings and egquipment
44, Royalties 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 agresments
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49, Training costs

L0. Transportation costs
51. Travel costs
ne. Trustees

.
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€. Costs identified in  subparagraphs ¢ and d if incurred for more than
one Fecderal award or for both sponsored work and othex wor) of the non-proiit
organization, are aliowable to the extent that the principles 1in attachment &,
paragraphse B. (“Direct Costs”) and C. (“Indirect Cosits”) are observed.
f. Unallowable advertising and public relations costs include the

following:
it other than as

)
[}
4]

{1) ALl advertising and public relations co

specified in subparagraphs ¢, d, and e;
() Costs of meetings, conventions, convocations, or other events

related to other activities of the non-profit organization, including:

{a) Costs of displays, demonstrations, and exhibits;
(b) Costs of meeting rooms, hospitality suites, and other
special facilities used in conjunction with shows and other special events; and
{c) Salaries and wages of employees engaged in setting up and

displaying exhibits, making demonstrations, and providing briefings;
{3) .Costs of promotional items and memorabilia, including models,

gifts, and souvenirs;

{4) Costs of advertising and public relations designed solely to

promote the non-proiit organization.

2. Bdvisory Councils

Costs incurred by advisory councils or committees are zllowable as a direct cost
where authorized by the Federal awarding agency or as an indirect cost where

allocable to Federzl awards.

Blcoholic beverages. Costs of alcoholic beverages are unallowable.

(8

4. Audit costs and related services
the

a The costs of audits required by , and performed in accordance with,
ircular A-133, "Rudits of States, Local

— Single Audit Act, as implemented by C
Governments, and Non-Profit Organizati o 2lso see 31 USC
7505(b) and section 230 (“Audit Costs”) of Circular A-133.

b. Other audit costs are allowable if included in an indirect cost rate
proposal, or if specifically approved hy the awarding agency as a direct cost to
an award.

agreed-upon procedures engagements to monitor subrecipients who
from 2-133 under section 200{d} are allowable, subject to the
section 230 (b)(2).

c. The cost of
are erempted
concditions listed in B-133,
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on federally-sponsored work will be congidered
comparable to that paid Tor similar work in

compensation for emplayees
for the kind of employees

reasonable o the extent that 1t ig
the labor marikets iuw which the organization competes
involved.
Certain

in determining

in determining allowability.
and possible limitations
of compensation apped

d. Special considerations
conditions require special consideration
costs under Federal awards where amounts or types
unrezsonable. Among such conditions are the following:

(1) Compensation to members of non-profit organizations, truste
directors, associates, officers, or the immediate families thereof.
Determination should be made that such compensation is reasonable for the actual

ings in excess of

personal services rendered rather than a distribution of earning
costs.

} any change in an organization's compensation policy resulting in
particularly

(2

a substantial increase in the organization's level of compensation,
when it was concurrent with an increazse in the ratio of Federal awards to other
activities of the organization or any change in the treatment of allowability of
specific types of compensation due to changes in Federal policy

e. Unallowable costs. Costs which are unallowable under other paragraphs
of this Attachment shall not be allowable under this paragraph solely on the
basis that they constitute personal compensation.

{ Overtime, extra-pay shift, and multi-shift premiums. Premiums for
overtime, extra-pay shifts, and multi-shift work are allowable only with the
prior approval of the awarding agency except:
) When necessary to cope with emergencies, such as those resulting

or occasional

natural disasters, breakdowns of eguipment,

tlenecks of a sporadic nature.

{2) When employees are performing indirect functions, such as

administration, maintenance, or accounting.

(3) In the performance of tests, laboratory procedures, or other
similar operations which are continuous in nature and cannot reasonably be
interrupted or otherwise completed.

(4) When lower overall cost to the Federal Government will result

g. TFringe benefits.

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

the form of employer contributions or
workmen's compensation
and the like,
estalblished written
indirect costs or as
activities in

(2} Fringe benefits im
employee insurance,
(see subparagraph hj,
accordance with
treated as

expenses for social security,
are allowzble,

pension plan costs
provided such benefits are granted in
organization policies. Such benefits whether

direct costs, shall be distributed to particular awards and other

insurance,

%]
(8%







{(3) LExcise taxes on accunmlared funding deficiencies and other
penalties lmposed under ERISE are unallowalile.
Incentive compensation. lncentive compensation to enployees based on
efficient performance, suggestion awards, safety awards,
etc., are allowable to the extent that the overall compensation is determined to
be reasonable and such costs are paid or accruned pursuant to an agreement
entered into in good faith between the organization and the employees belfore the
services were rendered, or pursuant Lo an tablished plan followed by the

such

organization so consistently as to imply, an agreement to make s

J.
cost reduction, or

in effect,
payment.

k. Severance pay.

{1) Severance pay, also commonly referred to as dismissal wages, 1s

a payment ip addition to regular salaries and wages, by organizations to workers
whose employment is being terminated. Costs of severance pay are allowable only

to the extent that in each case, it 1is required by

{a) law,

{b) employer-~employee agreement,

(c) established policy that constitutes, in effect, an implied
agreement on the organization’s part, or

(d) circumstances of the particular employment.
{Z2) Costs of severance paymenis are divided into two categories as

Tollows:
(a) Actual normal turnover severance payments shall be

allocated to all activities; or, where the organization provides for a reserve
for normal severances, such method will be acceptable if the charge to current
operations is reasonable in light of paymentis actually made for normal

ances over a representative past period, and if amounts charged are

sever
activities of the organization.

allocated to all

{b) Rbnormal or mess severance pay is of such a conjectural
nature that measurement of costs by means of an accrual will not achieve eguit)
to both parties. Thus, accruals for this purpose are not allowable. However, the
Federal Government recognizes its obligation to participate, to the extent of
its fair share, in any specific payment. Thus, allowability will be considered
on a case-by-case basis ip the event or occurrence

{(c) Costs incurred in certain severance pay packages (commonly
known as "a golden parachute" payment) which are in an amount in excess of the
——-Dormal severance pay paid by the organlbatlon to an employee upon termination of

- upon a change in management

employment and are paid to the
control over, or ownership of, €.

{d) Severance payments to foreign nationals employed by the
to the extent that the amount exceeds

the organization's assets are unallowa

organization outside the United Statles,
the customary or prevailing practices for the orgamization in the United States
are unallowable, unless they are necessary for the performance of Federal
programs and approved by avwarding agencies.

{e) Severance payments to foreign nationals employed by the
organization outside the United States due to the termination of the Tforeign

result of the closing of, or curtailment of activities by, the
are unellowable, unless they are necessary [or

approved by awarding agencies.

national as a
organization in that country, the
performance of Federzl programs and

ATTACHMENT .. 1) ..
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with certainty as Lo Uime, intengity, or with an assurance of their happening,
are unallowable.
The tern “contingency reserve’ exzcludes self-insurance reserves (see Attachment E,
and 22.s(2) (d)): pension funds (see paragraph fi.1):
pay (see paragraph 6.1.)

and reserves

paragraphs 6.g9. (3)
for normal severance
16. pefense and prosecution of criminal and civil proceedings, claims, appeals
and patent infringement.

a. Definitions.
(1) Conviction, as used herein, means a judgment or a conviction of
a criminal offemnse by any court of competent jurisdiction, whether entered upon
as a verdict or a plea, including a conviction due tc a plea of nolo contendere.
but are not limited to, administrative and
whether performed by in-house or
consultants, or
officers

(2) Costs include,
clerical expenses; the cost of legal services,
private counsel; and the costs of the services of accountants,
others retained by the organization to assist it; costs of employees,
and trustees, and any similar costs incurred before, during, and after
commencement of a judicial or administrative proceeding that bears a direct

relationship to the proceedings.

(3) Fraud, as used herein, means fraud corruption or
attempts to defraud the Federal Govermment or to corrupt its agents, (ii) acts
that constitute a cause for debarment or suspension (as specified in agency

31 U.58.C.,

acts which violate the False Claims Act,
ct, 41 U.S.C., sections 51 and 54.

(i) acts of

regulations), and ({iii)
sections 3729-3731, or the Anti-Ficlkback
or

(4) Penalty does not include restitution, reimbursement,

compensatory damages.

(5) Proceeding includes an investigation.

{1) Except as otherwise described herein, costs incurred in

civil or administrative proceeding (including

commenced by the Federal Government, or a
(1)

are not allowable if the proceeding:
a Federal, State, local or

b.
connection with any criminal,
filing of a false certification)
State, local or foreign government,
relates to a violation of, or failure to comply with,

foreign statute or regulation by the organization ({including its agents and
& ispositions:

employees), and (2] results i e

{a) In a criminal proceeding, a conviction.

(b) In a civil or administrative proceeding involving an
allegation of fraud or similar misconduct, a determination of organizational
liability.
(¢} In the case of any civil or administrative proceeding, the

impousition of a monetary penalty.

(d) B final decision by an appropriate Federal official to
debar or suspend the organization, to rescind or void an award, or to terminate

ATTACHMENT ...
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At Aviard Fory o default by reason of o viclation oy fariure Lo compiy w0 Law oY

veoqulat g an
(o) A disposiiion by conuaenl or compromise, of the aztion
%

3]
i have regulted inoany of the dispositions described i {far, (b)), {op or

(23 1f more than one proceaeding tnvoives the same alleged
m:soonduetr, the costs of all such proceadings shall be unallowable Jf any one of

coeni o venuld s oaun one of the dispositions shown 1n subparagraph bl

fa proceeding referred o in subparagraph b 1o commenced by the

Fedleral Gavernment and s resofved by consent Oy COmpromise DUrSuant Lo oan

agreament entered into by the organization and the Federal Government, then “ie
sasts ancurred by the organization an connection with such proceedings
avherwise not allowable under subparagraph b may be allowad ta the extent

specifically provided in such agrecment.

thal arao

a. 1f a proceeding referred Lo in subparagraph b is commenced hy o State,
laceol or Toreign government, the authorized Faederal official may allow the costn
incurred by the organization for such proceedings, if such authorized officiel
rrmines that the costs were incurred as a result of {1)
apeciiic written direction of

8 specific term or

Cferte
concdation of a federally-sponsored award, or (2)
an avthorized official of the sponsoring agency.

@, Costs incurred in connection wizh proceedings described in
subparagraph b, but which are not made unallowable by that subparagraph, may be
allowad hy the Federal Government, but only to the extent that:

(1) The costs are reasonable in relation To the activities ragul
it

a
Aead with the proceeding and the underlying cause of aztion;

{Z) Peymant of the costs incurred, as allowable and allocable conis,
in nob prohiblited by any other provision{s) of the spowored award;

e

Feaday

{3) The costs are not otherwise recoverad rom the

c cedaral
s a result of the procee

Government or a third party, either directly a
otnerwise; and,

(4) The percentage of costs allowed does not exceed the percentage
determined by an authorized Federal official to be appropriaste, considering the
complexity of the litigation, generally accepted principles governing the award
of legal fees in civil actions involving the United States as a party, and such
other factors as may bz appropriate. 3Such percentage shall not exceed 80
percent. However, if an agreement reached under subparagraph ¢ has explicitly
considered this 80 percent limitation and permitted a higher percentage, then
the full amount of costs resulting f£rom that agreement shall be allowable.

f. Costs incurred by the organization 1in connection with the defense of
suits brought by its employees or ex-employees under section 2 of the Major
Fraud Act of 1988 (Pub. L. 100-700), including the cost of all relief necessary

to make such employee whole, where the organization was found liable or settled,

are unallowable.

g. Costs of legal, accounting, and consultant services, and related

cests, incurred in connection with defense against Federal Government claims or

b
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ABBOLS Previousiy SUD oot Lo g U a L dwWaie, Sher SO AL LOn G
thomust not axcead the

v

and deprecration applicable

AP T D L0
e ol owane
i YOS

total acaursrtaaon cast o of the oaag

i ousaed for busldings, a budlding'sn shell
agated from each building somponaent {2.g¢., plumbing system, heating,
¢.) and zach item deprecisted over 1fs estimated
unefoul Lifa; or che entire bhui (i.e the shell and all components) may he

; ing \,;‘..\,.,

at
1di
wrearaed o as oa single agsset and depreciated

o HWhan the depreciation method

Mmersy e e
anch any conditioning system,

over a single useful life.

(. When the depreciation method iz used for a particuiar class of assets,
nee depraciation may be allowed on any such assets that, under subparagraph d,
vl el he wiavwad as fully depreciated.  However, & reasonable use allowance may
e neqoliated for such assets iLf warranted after taking into consideration the
amount nf dapreciation previously charged to the Federal Government, the
ramaining at time of negotiation, the efifect of any
decreased «fficiency due to age, and any olher
ion of the asset for the purpose contemplated,

et omatad usefu) Jafe

noreaned masnteanance charges or

fachors pertinent o the viilizar
¢g. Where the use allowance metnod 1o (ollowad, Che use allowance [or

tincluding land improvemnsants, such as paved pariong

busddings and improvemant
rate not exceading

fences, and zidewalks) will be computed at an anmal

Aveas,

two percent of acquisition cost.

for equipment will be computed at an arnual rate not exczeding
When the use allowance me*hod is
“he

The use allowance
six apd two-thirds percent of acquisition cost.

A
used for buildings, the entire building must be treated as a single asse
condi Lionmg,

buildd ..nq". components (e.g., plumbing system, heating and air
mnot be segregated from the building's shell.

et )

The Uwo percent limitation, however, need not be applied to eguipment which i3
tened to the huslding hut not permanentiy Tixed to 1t and

iy artanched or
wivioh bo used as fur nh,h'r)q 3
dentiol chairs and dental
to whe floor, dishwashers, modular furniture

for apeciallized purposes
ters, laboratory benches holitaed
mern Y

orv decoracions or

tment units

carpeting, etc.). Such equ:
will he considered as not heing permanently fired to the bullding ;_f it
avtensive alterations or

removaed without the need for costly or
building or the equipment. Equipment that meets these criteria will be
to the 6 2/3 percent squipment use allowance limitation.

AT e

o the

subject

or depreciation must be supported by
adeguate property records and physical inventories must pe taken at leas

every two years (a statistical sampling basis is acceptable) to ensure that
assets exist and are usable and needed. When the depreciation motho
followed, adequate depreciation records indicating the amount

taken each period must also be maintained.

h. Charges for use allowances

UQ
o

12. Donations and contributions.

Contributions or donations

a. Contributions or donations renderad.
the organization, regardless of

including cash, property, and services, made by
the recipient, are unallowable.

b. Donated services received:

~
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a. The costs of emploves information publicatrons, haealth or favni-aid

fanhren o and/or anfarmaries, recreationas) activities, employas counsel.ng
incurred in accordance with the non-profit

irrvaces, and any other eupensen
pract iee or custom for the improvement of working

aranlravion's  established
norale, and amployes

“onclrtons, amplavey —emp loyvee raiations, amployes

paerformance are o lowanle.

B I T T
Gy Ons GO0

oo Duch costs
DX ganiiiatlon . Income generated from any
coat theraof unlezs such income has

will pe egquitdhly apportioned to all activ,iis:
of these activities will bhe

h
reddy bed o oop been irrevocahly sel ovey b

ol ayere wed Fare grganications.

OfF entoertainmant, angcluding amenement,

b e cinment costn. ans
directly annocialed with nut

and any o

drversaon, ancd social o activitae .
ayants, neals, Todging, renteqin,

COnUA (nnch o an bialenn o shown or anor

Cransportation, and gractusties) are anallowable.

o Boguipment and other capetal axpendituren

a. For purposes of this subparagraph, the following definitions appiy

(1) “Capital Expenditures” means erxpenditures [or the acguisiilon
cost of capital assets [eguipment, bhuildings, land), or expenditures to make
Lmprovementls o caplicz that materially increase their value or us ]
b fe. Acguisition cost means the cost of the asset including the cost to
in place. Acguisition cost for equipment, for example, means the net Invo
price of the equipment, including the cost of any modifications, attachments
liary apparatus necessary to make it usable for the purp
OY whiach ot s acguared. Ancillarv charges, such as tazes, du
“Yansit insurance, freight, and installation may be included in, or ezcluded

rdance with the non-profit organization'

(D jak)

r
C

e Y o - -
aCCensoriLas, OYr auk
PR Brnt et iye i

vy, protective in

rom the acguisition cost ibh acoo
reqular accounting practices.

(2] "Bguipment" means an article of nonexopendable, tangible pers
property having a8 ugseful Jlife of more than one year and an acquisition cost
which equals or exceeds the leszser of the capitalization level established by
the non-profit organization for fimancial statement purposes, or $5000.

ial purpose eguipment" means equipment which is used only
P =( %

[3) "Speca
for research, medical, scientific, or other technical activities. Examples of
special purpose equipment include microscopes, ¥x-ray machines, surgical
instroments, and specirometers.

[4) “"Gensral purpose equipment” means equipment, which is not
limited to research, medical, scientific or other technical activities. Examples
include office equipment and furnishings, modular offices, telephone networks,
information technclogy equipment 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:

- - —
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Sushopropervy was gncluded.  The amount o Lhe gann or 1ass Lo be Lo nded an o
credit or charge to the appropriate cost groupsng(n) shell be the difrorence
Detwaar The amount raalived on the proparey and the undepracidied basis of the

pYaperiy.

of deprecianle property

(29 Galng and Loones

Shia L i nat e racognized a5 oo Sabalate arge uncdey the followlng

croancl ity ona

hrowgh o depreciallon

55w

ia) The Gain or Lo

= 18 Tl
acconnt aned i reflected in the depreciation allowable under paregraph 11.

(h) The property is given in exchangs as part of the purchane

taken into acoount in

A5

proace ol a samediar atem and the gain or loss
cleterminang the depraciation cost basrs of the naw Ltem.
from the fallure tomaintain permissible

() A loss results
in Atrachment B, paragraph 22,

PO anae . axcant an olherw) e provi clec)
Compensation for the une of che property was provided
in Lieuw of depreciation in

(c

)
throogh une allowances ¢

accovdance with paragraph 9.

(&) Gains and losses arising from mass or axtraordinary sales,

retirament s, or other dispositions shall be considered on a cass-by-case hasis.
ale or exchange of

of any nature arising Ifrom the
shall be excluded in

L. Gailns or los 5
operty covered in subparagraph a

property other than the

&g
l"

computing award costs.

19 Goods or onal uvse. Costs of goods or services for
'

s employees are unallowable

IR T R
RS0 e

wWhethery “he

to the ampic

taralbie _ncome

20, Housing and personal lLiving expenses.

of housing {e.g., depreciation, maintenance, utilities,
t, etc.), nousing allowances and personal living expenses for/o
the organization's officers are unallowable as fringe benefit or indirect costs
regardless of whether the cost is reported as taxable income to the employee
These costs are allowable as direct costs to sponsored award when necessary ior
of the sponsored award and approved by awarding agencies.

a. Costs
Zfurnishings, rent
Ll

the performance

" includes current and past ofiicers and employees.

21. Idle facilities and idle capacity.
a. As used in this section the following

(1) "Facilities" means land and buildings or any portion thereof,

equipment individually or collectively, or any other tangible capital asset,
wherever located, and whether owned or leased by the nop-profit organization.

terms have the meanings set forth
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oy st aTrantaan oy ather camtlar

(i1}
Chanrance  shali e limitead to

ver

Gf managemenmi fees,

oroof any provisions foroa resarve

(e Cants of nnurance
coverrng She paskoaof Loon or damage v : proparty are allowable only o
Lhe amtant tnat the organization is liabie for soch loss Or damage.

for a reserve under a seif-insurance pLoqLam
coverage, extent of coverages, e
heen purchased to cover
stimated self-insurad

the

() Provisions
are aliowanle o the axtent that types of

dancd pyamiums would have heon allowed had insurance

AR Howavay , provision for known or reasonably

ol broyen, whioh

o
do not hecome payable for more than one year aft
lue i

the present va

rovicon s made, shall not erceaed e of the iLiahl

{(e) Costs of insurance on the lives of trustees, officers, o)
similar responsibilities are allowable only

vhber empl oyees holding positions of
compensation [(sae

Lo the ayxtant that the insurance represents additional

[P
subparagraph 8.g{4)) . The cost of such insurance when Lhe organlzation in
idantified as the heneficiary Js unallowable
(f) Insurance against defects.  Costs of ansurance wilh
anpect Lo any costs incurred to correct defects gn the organization's materialrs
or workmanship are unallowable
Medical

(g) Medical liability (malpractice) insurance.
plabllity insurance is an allowable cost of Federal research programs only to

AN

the extent that the Federal research programs involve human subjects or training
of participants in research techniques. Medical liability insurance costs shall
he treated as a direct cost and shall be assigned to individual projects basad
on the manner in which the insurer allocates the risk to the population covered

By the insurance.

which could have been covered by permicsilyle

(3) Actual Josses
self-lnsurance program) are

insurance  (through the purchase of insurance or a
unallowable unlegs express]y provided for in the award, except:

losses not covered under nominal

{a) Costs Incurred because of ises
deductible insurance coverage provided in keeping with sound business practice

are zllowable.

insurance, such as spollage,

(b) Minor lozses not covered by
ur in the ordinary course of

breakege, and disap)mdranco of supplies, which occ
operations, are allowable.

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

only to the extent expressly provided in the award.

on borrowed capital, temporary use of

a. Costs incurred for interest
however

endowment funds, or the use of the non-profit organization’s own funds,
represented, are unallowable. However, interest on debt incurred after

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

™
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land, and capital assels acquired through

renovations, alterations, cguipment,
leases), acquired after September 29, 1985 and used in support of
¥ ’

capitel
awards is allowable, provided that:

Federal
(1} For facilities acqguisitions (excluding renovations and
alterations) costing over $10 million where the Federal Government's
reimbursement is expected to equal or exceed 40 percent of an asset's cost, tbe
non-profit organization prepares, prior to the acquisition or replacement of the
capital asset(s), a justification that demonstrates the need for the facility in
the conduct of federally-sponsored activities. Upon request, the need
justification must be provided to the Tedelgl agency with ccst cognizance
prereguicsite to the continued allowability of interest an debt
The needs justification for the

the following:

aunthority as a
and depreciation related to the facility.

facility should include, at & minimum,

acguisition of a
fication for facility

I

(a) B statement of purpose and just

acquisition or replacement

(b) B statement as to why current facilities are not adeguate
(c) 2 statement of planned future use of the Tfacility
{d} B description of the financing agreement to be arranged

for the facility
{e) b summary of the building contract with estimated cost

information and statement of source and use of funds

(f} 2 schedule of planned occupancy dates

(2) For facilities costing over $500,000, the non-profit

organization prepares, prior to the acquisition or replacement of the facility,
@ lease/purchase analysis in accordance with the provisions of Sec.

through .37 of Circular B-110, which shows that a financed purchase or capitel
lease is less costly to the organization than other leasing alternatives, on a
net present value basis. Discount rates used should be eqgual to the non-profit
organization's anticipated interest rates and should be no higher than the fair
market rate available to the non-profit organization from an unrelated ("arm's
length”) third-party. The lease/purchase analysis shall include a comparison of
the net present value of the projected total cost comparisons of both
alternatives over the period the asset is expected to be used by the non-profit
organization. The cost comparisons associated with purchasing the facility shall
T Tinciudethe—estimated—purchase price, anticipated operating and maintenance
costs (including property taxes, 1if applicable) not included 1T

financing, less any estimated asset salvage value at the end of the period
capital lease shall imclude the

defined above. The cost comparison for &
estimated total lease payments, any estimated bargain purchase option, operating

and maintenance costs, and taxes not included in the capital leasing
arrangement, less any estimated credits due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the

- -anticipated cost of lea<ino camp-rable frcilitise at fair marret ~ates under

o
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(01 The actual nvarant aaonr claimed n praedicataed upon nterent
he faily mariket rate available to the non-profjf

"nodeangth™) thard party.

Taten thal are no highar than t

Ccrdan g cataon framoan unralated {("arn

Ay lnvantment carnings, sncloding anteraest income, on bond or loan
are used o

Interngl

s et
tion o8t

Drincinai . panding paymant of Uhe construci

SL5

OF  acoui

flael aldowable interest cost. Arblirage scarnings reporiabls to

' ’
2

th
ltevanne SGervice are not reqguirad to he offset against allowable interest costs.

(D) Reimbursements are limited to y alternative hased
ra r example, if an

B!
the tolal cost analysis required under subpareagraph (b). For =2
to be less costly than purchasing through debt

the least cost

Aperating leane is determined
crancane,  then reimbursement is limited to the amount determined .f leasing had
ecen uned. Inoal) cases where a lease/purchase analysis is performed, TFederal

recinbursewmant ghall be based upon the least expensive alternative.

(G Nom-profit organizations are alnso sabject to the followinag

st i on
.

(a) Interest on daebt incuarred to {financte or rel)indance anbet s
acturrod haefore oy reascquired after LHeptember 29, 1905, (o nob allowal e,

() Interest attributable to Ffully depreciated acsets Lo
Whiet 3 JOwealn ] o

{c) For debt arrangements over 51 million, unless the non-
2

initial equity contribution to the asset purchase

pRC

ja}
=
i

U organizatio

nercent or more
+

o imputed interest =arnings on 2xcess cash flow,

L25

an
non-profit organizations shall reduce claims for interest

aXpense Py oan amoun t.;qual
whiich s to bhe caiculeted as follows. Annually, non-proflt organizations shall
prepare o cumulative (from the inception of the project) report of montnly cast
Plows that sncludes inflows and outnflows, regardiess of tne funding sourcs
infinws consist of depreciation expense,
construction interest, and annual interest expense.
the annual inflow figures shall be divided by the number of months in the year
(usually 12) that the building is in service for monthly amounts. Outfilows
consist of initial equity contributions, debt principal payments (less the pro
Tata share attributable to the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumulative cutflows, interest shall be

inflows for that period and be treated as a reduction
interest to be used to compute

three month Treasury Bill closing

joR

t -

amortization of capitalized
For cash Llow calculalions,

calculated on the excess
to allowable interest expense. The rate of
earnings on excess cash flows shall be the
rete as of the last business day of that month.

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

from a facility

{(2) The allowable costs to acquire facilities and equipment

are limited to a fair market value available to the non-profit organization from
an unrelated ("arm's length") third party.

18 ATTACHMENT )
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" expenses of a politital party,—ecampai

te "full coverage"' under the Cost

lh. For non-profit organizations subject
Accounting Standards [CAS) as defined at 48 CFPR 9903.201, the interest
allowability provisions of subparagraph a do not apply Instead, these
sponsored agreements are subject to CAS 414 (48 CFR 9%03.414),
the cost of facilities capital, and CAS 417 (4B
esets under

orgarzations'
element of the cost of capital a

cost of money as an element of
CFE 9903.417), cost of money as an
construction.

. The following definitions are to be used for purposes of this
paragraph:
assets lheld by the non-profit
1995 that have again come to be held by
It does not include

(1} Re-acquired assels means
organization prior to September 29,
the organization, whether through repurchase or refinancing
assets acguired to replace older assets.

(2} Initial eguity contribution means the amount or value of
contributions made by non-profit organizations for the acguisition of the asset

or prior to occupancy of facilities.
including

(3) Beset costs means the capitalizable costs of an asset,
construction costs, acquisition costs, and other such costs capit alized in

accordance with GAAP.

24. Labor relations costs. Costs incurred in maintaining satisfactory
relations between the organization and its employees, including costs of labor
employee publications, and other related activities are

management committees,
allowable.

25. Lobbying.

a. HNotwithstanding other provisions-of this Circular, costs associated
with the following activities are unallowable:

(1) Attempts to influence the outcomes of any Federal, State, or
local election, referendum, initiative, or similar procedure, through in kind or
cash contributions, endorsements, publicity, or similar activity;
or paying the

contributing to,
or other

(2} Establishing, dmlnluteLlng,
itical action committee

organization established for the pu1p05e of influencing the outcomos of

elections;

{3) Any attempt to influence: (i} The introduction of Federal or
State legislation; or (ii) the enactment or modification of any pending Federal
or State legislation through communication with any member or employee of the
Congress or State legislature (including efforts to influence State or local
officials to engage in similar lobbying activity), or with any Government
official or employee in connection with a decision to sign or velo enr rolled

legislation;
{4) Bny attempt to influence: (i) The introduction of Federal or
State legislation; or (ii) the enactment or modification of any pending Teders
using publicity or

0r State-legislation by preparing, distributing or

e
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Also, when conditions (1) and (2) are met, the
cimilar records will not serve as a bas:t

already required or maintained.
timates of labbying time spent by

absence of time logs, celendars, or
for disallowing
enployees during & calendar month.

custs by contesting es
(%) Agencies shall establish procedures for resolving in advance, 1in
OME, any significant guestions or disagreements concerning the
application of paragraph 25. kny such advance resolution shall
audits or investigations with respect

be binding in any settlements,
to that grant or contract for purposes of interpretation ol this Circular;

that this shall not be construed to prevent & contractor or
of such & determination.

consultation with
interpretation or
subsequent

provided, however,
grantee f{rom contesting the lawfulnecs
d. Lxecutive lobbying costs. Costs incurred in attempting to
improperly influence either directly or indirectly, an employee or officer of
the Executive Branch of the Federal Government to give consideration or to act
regarding a sponsored agreement or a regulatory matter are unallowable. Improper
influence means any influence that induces or tends to induce & Federal employee
or officer to give consideration or to act regarding & federally-sponsored
agreement or regulatory matter on any basis other than the merits of the matter.

26. Losses on other sponsored agreements or contracts. Any excess of costs
over income on any award is unallowable as cost of any other award. This
but is not limited to, the organization's contributed portion by

or any under-recoveries through negotiation of

d

includes,
reason of cost sharing agreements
indirect costs.

Ylump sums for, or ceilings on,

27. Maintenance and repair costs. Costs incurred for pecessary maintenance,
or upkeep of buildings and equipment (including Federal property unless
the property

repair,
otherwise provided for) which neither add to the permanent value of
nt operating

IS

efficie

nor appreciably prolong its intended life, but keep it in an
Costs incurred for improvemenis which add to the

condition, are zllowable.
permanent value of the buildings and equipment or appreciably prolong their

intended life shall be treated as capital expenditures (see paragraph 15).

28. DMaterials and supplies costs.
a. Costs incurred for materials, supplies, and fabricated parts necessary

to carry out a Federal award are allowable.

b. Purchesed materials and suppli€s rarged—al ir actual
Withdrawals from general stores or

prices, net of applicable credits.
stockrooms should be charged at their actual net cost under any recognized
method of pricing inventory withdrawals, consistently applied. Incoming
proper part of materials and supplies costs.

transportation charges are s
¢. Only materizls and supplies actually used for the performance of a
Federal award may be charged as direct costs.

d. Where federally-donated or furnished materials are used in performing
such materials will be used without charge.

the Federal award,
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CE et inan and conferencaen, Che nrimary

i

ST MU ngn conforan: g <
purpose of whach bs the dossemination of technical anformation, are ailowabje.
Tron sncludans costs of meals, cransportation, rental of facilivies, opealkers!

Facs, and arher ptems incidental U osuch meatings or conferances.  Bul
Arcactunent 1, oaragqraphs b4, Fororvainment costs, and 350, Participant support
(S
20 Mambe rships, subgscoriptions, and professiconal activity costs.

a. Canta of the non-profit arganization’s membership in business,

Coshiicat, and professional organizations are allowable.

.o Conta o of the non-profit organization’ s subscriptions Lo bhusinar
) f
vl ennasnal, and technical periodicals are allowable.

o Zosts oof membership in any ¢ivic or commurity organiiation are

atlowable with prior approval hy Faderal cognizant agancy.

b Cants of membership in any country club or social or dining ciub or

3

oraantiation are unallowah) e,

1

asuch as dncorporation fees, brokers
onsultants, attorneys,

‘

RN Orgariizdation costs Expenditurar
fean, fees Lo promoters, organizers or management ¢
accountants, or investment counselors, whether or not employees of the
reorganization oif an

Organizatlon, in connection with establishment or
erganization, are unallowable except with prior approval of the awarding agency.

P bPacge charg profeszional journals. Page charges for profassional
pournal publica are allowable as a necessary part of research costs, where:
. The raesearch papers report work supportad by the Federal Government

andl
.  The charges are lovied impartially on all research papers publisbed by

Lhe journal, whether or not by federally-sponsored authors.

support costs. Participant support costs are direct costs for
allowances, travel allowances, and

’. Yy + N
vends or subsistence

33. Participant
ems such as sti
registration fees paid to or on behalf of participants or trainees (but not
employees) in connection with meetings, conferences, symposia, or trainlng

projects.  These costs are allowable with the prior approval of the awarding

3

-

agency.

Lo
L=

Patent costs.

relating to patent and copyright matters are

a. The following costs
allowable: {i) cost of preparing disclesures, reports, and other documents
reguired by the Federal award and of searching the art to the extent necessary
to make such disclosures; (ii) cost of preparing documents and any other patent
ent

costs in connection with the filing and prosecution of a United States pat
application where title or royalty-free license is required by the Federal
Government to be conveyed to the Federal Government; and (iii) general
counseling services relating to patent and copyright matters, such as advice on
patent and copyright laws, regulations, clauses, and employese agreements (but

42

>
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see paragraphs 37., Professional services costs, and 44., Royalties and other
coste for use ol patents and copyrights).
L. The following costs related to patent and copyright matter are
uniallowabie:

(1) Cost of preparing disclosures, reports, and other documents and
of searchiing the art to the ertent pecessary to make disclosures not required by

thie aweald
) Coste in connection with Iiling and prosecuting any foreign
any United States patent application, where the Federal

{2
royalty-free license to the Federal

patent application, or
award does not require conveying title or a
Government {but see paragraph 45., Royalties and other costs for use of patenis

and copyrights) .
‘Wecessary and reasonable expenses
facilities, personnel, and

35. Plant and homeland security costs.
wages

incurred for routine and homeland security to protect
work products are allowable. Such costs include, but are not limited to,
and uniforms of personnel engaged in security activities; equipment; barriers;
contractual security services; consultants; etc. Capital expenditures for
bomeland and plant security purposes are subject to paragraph 15., Equipment and

other capital eupenditures, of this Circular.
36. Pre-agreement costs. Pre-award costs are those incurred prior to the
effective date of the award directly pursuant to the negotiation and in
anticipation of the award where such costs are necessary to comply with the
proposad delivery schedule or period oi performance. Such costs are allowable
only to the extent that they would have been allowable if incurred aiter the
date of the award and only with the written approval of the awarding agency.

37. Professional services costs.

professional and consultant services rendered by persons who
:i11, and who are

(GA N

&. Costs of
are members of a particular profession or possess a special sl
not officers or employees of the non-profit organization, are allowable, subject
to subparagraphs b and ¢ when reasonable in relation to the services rendered
the Federal Government.

and when not contingent upon recovery oi the costs from

In addition, legal and related services are limited under Attachment B,

——paragraph 10.
L. In determining the allowability of costs 1in a particular case, no
single factor or any special combination of factors is necessarily
determinative. However, the following factors are relevant:

{1) The pature and scope of the service rendered in relation to the

service required,

{2) The necessity of contracting for the service, considering the
non~profit organization's capability ip the particular area.

(3) The past pattern of such costs, particularly in the years prior
to Federal awards.

ATTACHMENT .\ ).
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bussnenag Daroal, whal new probhlems have arinan;.

() Whether the proportion of Faderal work to the non-profil
profit

VAT ek o total busonenss oo osuch oas to dinfluence fthe non-
LY ariLal P Sevor 00 Lncurrang the 2v, parvicularly where the gar

Lonshiin Lo wos

rendaeraed are not of a continuing nature and nave little

nnder Faderal grants and contracis.

(6] Whether Lhe serv,oe can De parformed more economi Sally by i

omp i oymant rather than contraciing.

7y The qualifications of the individual or concern randerying che

ral awards.

doonvice and vhe customary fees charged, aspecially on non-Fade

Serv e

ory,  and

‘

(8) Adeguacy of the contractual agreament for the
[ the 5¢ pee, antimate of vime reauiraed, vo

Anaoraption o e af compensat

PAerMINALLONn DIOoVLSLonS) .
o. In addition to the factors in subparvagraph b, retainer feas to be
allowable must be supported by avidence ol bona fode services available oy

cenclery el

38 Publication and printing costs.
. Publication costs include the costs of printing {including the
processes of composition, plate-making, press worlk, binding, and the end
es), distribution, promotion, mailing
S f

nroducts produced by such process
genaral handling. Publication costs also include page charges in prof

publications.,

. 1§ these costs are not adentifiabie with a particular cost objacstive,
they should be G5 ancirent oontas o tooall) cIifing activitles ol the

non-profic organiza
ssional journal publications are allowable ags s

r 1
rt of rescarch costs where:

(1} The resecarch papers report work supporied by the Federal

Government: and

{2) The charges are levied impartially on all ressarch papers
whether or not by federally-sponsorzd authors

published by the journal,

Costs incurred ior ordinary or normal
Special arrangement

9. Rearrangement and alteration costs.
e
allowable with

rangement and alteration of facilities are allowable.
alteration costs incurred specifically for the project are
prior approval of the awarding agency.

40. Reconversion costs. Costs incurred in the restoration or rehabilitation of
the non-profit organization's facilities to approzimately the same condition

existing immediately prior to commencement of Federal awards, less costs related
to normal wear and tear, are allowable.

i
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41. Recruiting costs.
and provided that the size of

a. Subject to subparagraphs b, c, and d,
the staff recruited and meintained is in keeping with worlkload reguirements,
costs of “"help wanted" advertising, operating costs of an employment office

secure and maintain an adequate staff, costs of operating an
1 eces while

vel costs of employees

necessary to
aptitude and educational testing program, tra
travel costs of applicants for interviews Ifor
recruitment of

engaged in recruiting personnel,

prospective employment, and relocation costs incurred incident to

new employees, are allowable to the ertent that such costs are incurred pursuant
well-managed recruitment program. Where the organization uses employment

to a
agencies, costs that are not in excess of standard commercial rates for such

services are allowable.
b. 1In publications, costs of help wanted advertising that includes color,
includes advertising material for other than recruitment purposes, Or 1S
excessive in size (taking into consideration recruitment purpcses for which
intended and normal organizational practices in this respect), are unallowable.
c. Costs of help wanted advertising, special emoluments, fringe benefits,
and salary allowances incurred to attract professional personnel from other
organizations that do not meet the test of reasonableness or do not conform with
the established practices of the organization, are unallowable.
itment of a new

to recru
r indirect cost, and
o

d. Where relocation costs incurred incident
employee have been allowed either as an allocable direct o
the newly hired employee resigns for reasons within his control within twelve

months after being hired, the organization will be required to refund or credit

such relocation costs to the Federal Government.

42. Relocation costs.
to the permanent change of duty

Relocation costs are costs incident
stated period of not less than 12

a.
a

assignment (for an indefinite period or for
months) of an existing employee or upon recruitment of a new employee.

Relocation costs are allowable, subject to the limitation described in

subparagraphs b, ¢, and d, provided that:

(1} The move is for the benefit of the employer.
(2) Reimbursement to the employee is in accordancé withagp— — -

established written policy consistently followed by the employer.

(3) The reimbursement does not exceed the employee's actual (or

reasonably estimated) expenses.
. Rllowable relocation costs for current employees are limited to the
following:
(1) The costs of transportation of the employee, members of his

immediate family and his household, and personal effects to the new location.

ATTACPUAENT.WBD ...........
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The conns o ofr Dondiond o new diiie, ST dn sdvanco L S
cm i oyecs and gpounos to locate Pivang quarters and temnorary loddging chirang Che
Cransataon peraad, ap o o omam Day ol of 30 dayns, inciuding advance Ui LoaTaE

(4 Ldosang costs, auch an brobevoege, Gegal, and appraisal ieen,
nf tne ampioves s former home. Thers conts, Logethar

incspcent Lo the disposition nf ;
are bimitad vo § parcent ol the

SULE e 0f the

Wit Uhose dagscribed Ln (40,

amplovas s formeyr home .

£ the wvacant former hone

t4; The continuing ¢s of ownarship of
aftay tne nettiement or lease date of the employee's new permanent home, such asn
waanenance of buildings and grounds (exclusive of fixing up expansesy,

Faxes, and property Lnsurance.

e

(9] Other necessary and reasonable expenses normally incident to
cerocation, such oas the acoafts of canceling an unexpired lease, digconnecting and
reanstalling housaehold appliancas, and purchasing

cost of canceling an unexpired lease

Lnaurdance against loss of oor
damayes Lo personal property.  The E
Pima ted to three times the monthly rentald.

i

costs for new employeas are lLimited Lo Chose

C. Allowaple relocation
relocation costs iLncurred

dlescribed in (1) and (2) of subparagraph bh. When
of new emplovees have been allowed either as a
the employee resigns for reasons withan his control
the organization shall refund or credit the Federal
Governwent for its share of the cost. However, the costs of travel to an
ovarseas location shall be considered travel costs in accordance with paragraph
50 and not relocation costs for the purpose of this paragraph if dependents are
not permitted at the location for any reason and the c£osts do not incivde Cos5ts

incident to the recrultment
drrect or indirect cost and
within 12 months after hire,

of transporting household goods.

o rejocation are uriailowaliie:

raedar

ol The following o

Ci) Foon oand other contln o ansoclated wWwiTh o atquaTang e new nome .

L2y A Joss on the sgle ol 4 Former home.

{3) Continuing mortgage principal and interest payments on & home

heing sold.

{4) Income taxes paild by an employee

rejocation costs.

43. Rental costs of buildings and eguipment.

e limitations described in subparagraphs b. through d. of

tal costs are allowable to the extent that the rates are
such factors as: rental costs of comparable property, if
in the area; alternativess available; and, the type, life

the property leased. Rental arrangements

-
this paragraph 43, ren
reasonable in light o
any, market conditions

expectancy, condition, and value of
should be reviewed periodically to determine if circumstances have changed and

a. Subject to th
f

cther options are available.

b. Rental costs under “sale and lease back” arrangements are allowable
only up to the amount that would be allowed had the non-profit organization

46




oulid include expeuses such ag

tarxes, and ilnsurance.

continved to own the property. Thig amount
depreciation or use allowance, maintenance,

¢. Rental costs under "less-than-arms-length” leases are allowable only up
to the amount (as ex 43.) that would
be zllowed had title to the property vested in the non-profit organization. For
than-arms-length lease is one under which one party to the
ctions ol the

plained in subparagrapl b, of this paragraph

this purpose, a less-
lease agreement is able to contrel or substantially influence the a
put are not limited to those between [i) diviegions
(ii)} non-profit organizations under commorn control
or members; and {(iii) & non-profit
organization and a director, trustee, officer, or key employee of the non-profit
organization or his immediate family, either directly or through corporations,
trusts, or similar arrangements in which they hold & controlling interest. For
example, a non-profit organization may establish a separate corporation for the
sole purpose of owning property and leasing it back to the non-profit

other. Such leases include,
of & non-profit organization;
through common officers, directors,

organization.

Rental costs under léases which are reguired to be treated as capital

d.
leases under GAAP are allowable only up to the amount (as explained in

subparagraph b} that would be allowed had the non-profit organization purchased
the property on the date the lease agreement was executed. The provisions of

FPinancial Accounting Standards Board Statement 13, Accounting for Leases, shall
be used to determine whether a lease is a capital lease. Interest costs related
to capital leases are allowable to the extent they meet the criteria in

subparagraph 23. Unallowable costs include amounts paid for profit, management
fees, and taxes that would not have been incurred had the non-profit
organization purchased the facility.

4. Royalties and other costs for use of patents and copyrights.

)

ght or amortization of the cost ol
a copyright, patent, or rights thereto, necessary ror the
the award are allowable unless: _ )

a. Royalties on & patent or copyri
acguiring by purchase
propexr performance of

{1) The Federal Government has a license or the right to free use of

the patent or copyright.
(2) The patent or copyright has been adjudicated to be invalid, or

has been administratively determined to be invalid.

—_— 3) The patent or copyright is considered to be unenforceable.
—_—

(4} The patent or copyright is expired.

bh. Special care should be exercised ip determining reasonableness where
the royalties may have arrived at as a result of less-than~arm's-~length
bargaining, e.g.:
(1) Royalties paid to persons, including corporations, affiliated
‘ith the non-profit organization.
(2) Royalties paid to unaffiliated parties, including corporations,
under an agreement entered into in contemplation that a Federal award would be

made .
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e cb upler an acire et Gf ey an o award

Lo )"/Uv,.""‘

macde oo non-profit organd.iatlon.

.o N any cane anvolving a patent oy copyright former!y owned by the non-
of rayalty allowed nhouid not
the non-profit organization retained

et b organization, the amount axcead the cost

witcroh would have heen allowed had

chimraeta.,

Costs of selling and marketing any products or
furtlaenns allowed under

5

are unallowable

s :z.f ")r\ non-profit organization
At Lachment B, paragraph 1. as allowable public relations cost. Howaver, these
i allowable as direct costs, with prior approva] by awarding agencies,
whien Uhey are necessary for the performance of Federal programs.
46 Dpecialized service facllities.

a4, The conts of sarvices provided by highly complex ox specializad
facrlitien operated hy the non~profit orgamization, such as computers, w.ind

Ltunne Ls, and reactors are allowable, provided the charges for the services maet
the conditions of either 46 b, or ¢. and, an addition, take into aczount any
ttems of income or Federal financing that qualify as applicable credyts under
Arrachment A, subparagraph A.5. of this Circular.

must be charged directly to
on the basis of 4
discriminate

b. The costs of such services, when material,
applicable awards based on actual usage of the services
schedule of rates or established methodology that (i) does not
: federally-supported activities of the non-profit organization, including

sgainst
vsage by the non-profit organization for internal purposes, and (il) is designed

to recover only the aggragate costs of the services. The costs of each service
shall consist normally of both its direct costs and its allocable share of 211
indirect conts. Rates shall be adjusted at least blennially, and shall take
CrEa sonsideration over/under applisd costs of the Drevious period(c).

or a service are not matarial, they may he

7. Where the cont ncurread f
aliccated a3 indirect costs
d. Under some aztracrdinary ciroumstancss, where it i3 in the best

Lo establish alternative

i the Federal Goveunment and the institution
1th the cognizant

rangements, such arrangements may be worked out

which the organization is reguired to pay and which

a. In general, ta
ith GBAP, and payments made to locail

ves
paid or accrued in accordance wi

are
governments in lieu of faxes which are commensurate with the local government
services received are allowable, except for (i) taxes from which exemptions are
available to the organization directly or which are available to the
organization based on an exemption afforded the Federal Government and in the
latter case when the awarding agency makes available the necessary eremption
certificates, (ii) special assessments on land which represent capital
improvements, and (iii) Federal income taxes.

and any payment to the organization of interest

b. Any refund of taxes,
will be credited either as a cost

thereon, which were allowed as award costs,
reduction or cash refund, as appropriate, to the Federal Government.
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46, Termination costs applicable to sponsored agreements
Termination of awards generally gives rise to the incurrence ol costs, oOr the
which would not have arisen had the Federal

treatment of costs,
covering these items are set forth

need for special
award not been terminated. Cosi principles
below. They are to be used in conjunction with the other provisions of this

Circular in termination &ituations.

a. The cost of items reasonably usable on the nou-profit organization's
other worlk shzll not be allowable unlees the non-profit organization submits
evidence that it would not retain such items at cost without sustaining a loss.
In deciding whether such items are reasonably usable on other wor) of the non-
profit organization, the awarding agency should consider the non-profit
plans and orders for current and scheduled activity.

<

organization's

Contemporaneous purchases of common items by the non-profit organization shall
be regarded as evidence that such items are reasonably usable on the non-profit

organization's other work. Any acceptance of common items as allocable to the

terminated portion of the Federal award shall be limited to the extent that the
quantities of such items on hand, in transit, and on order are in excess of the
reasonable quantitative regquirements of other work.

reasonable efforts by the non-

limitations set forth in this Circular, except that any such costs continuing
the non-profit

after termination due to the negligent or willful failure of
costs shall be unallowable.

b. If in & particular case, despite all
profit organization, certain costs cannot be discontinued immediately after the
f termination, such costs are generally allowable within the

effective date o

organization to discontinue such
useful vzlue of special tocling, machinery, and is generally

(=

c. Loss o
allowable if:
s not

tooling, special machinery, or eguipment i
tion,

(1) Such special
the other work of the non-profit organiza

reasonably capable of use 1in
{2} The interest of the Federal Government is protected by transfer

of title or by other means deemed appropriate by the awarding agency, and

(3) The loss of useful value for any one terminated Federal award is

limited to that portion of the acquisition cost which bears the same ratio to
the total acquisition cost as the terminated portion of the Federal award bears

____to the entire terminated Federal award and other Federal awards for which the
special tooling, special machinéry, or i —was—acguired,
-
d. Rental costs under unexpired leases are generally allowable where
clearly shown to have bheen reasonably necessary for the performance oi the
the residual value of such leases, ifl:

I=%=8a)

terminated Federal award less
{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
) the non-profit organization makes &ll reasonable efforts to
There

(2
terminate, zssign, settle, or otherwise reduce the cost of such lease.
a@lso may be included the cost of alterations of such leased property, provided
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T Ty b L e v Tiesa s g my Ty e fa e T e i e Raderal awared. and of
revanonalidbe vantoratian voquaraed by the nrovicions ol The faane.

. Gevtlement expanses incloding the fosiowinag are generally alblowahio:

i b

{1} Accounting, legel, olavical, and similar costs reasonably

on to the awarding agenuy o
N .

tarminated portion «f

{a] The pravarai v on andd D2
sertiemant claime and supporting data with respact

i
"
chre Fedaeral award, unless the termunation is for defanlt (see JSubpart Lhl of

crclar A-32100; and
(h) The termination and settlement of subawards.
(2 Reasonable costs for the astorage, transportation, protaction,
rovided by the Faderal Government or acquivead or

and dispasition of property
contractors are

prrocduced for the Faderal award, axcept when grantees or
seambursad for disposals at o predetermined amount in accordance with Subparts

4 through 37 of Carcular A-110.

[3) Tndirect costs related to salariaes and weges incurred as
in subparaqgraphs {1} and (2). Normally, such indirect costs

Gertlemant expense
fringe banefits, occupancy cost, and immediate supervision.

St he limited to

£, Claims under sub awards, including the allocable portion of claims

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

fon approprlate share of the non-profit organization's indirect expense may be
aijocated Lo the amount of settlemenis with subcontractors and/or subgrantees,
- 4

provided that the amount allocated is otherwise concintent with the basic
(5 !

gquadelines contained in Attachment A. The indirect axpense 30 allocated shall
crctude the same and similar costs claimed direstly or sndirectly as settioment

CHPONSan,
4% . Training costs.

Costs of preparation and maintenance of a program of instruction
and apprenticeship training,

oy o e

g but not limited to on-the-job, classroom,
designed to increase the vocational effectiveness of employeses, including
training materials, textbooks, salaries or wages of trainees (excluding overtime
compensation which might arise therefrom), and (1) salaries of the director of
training and staff when the training program is conducted by the organization;
or (ii) tuition and fees when the training is im an institution not operated by
the organization, are allowable.

Ccsts of part-time education, at an undergraduate or post-graduate

b.
college level, including that provided at the organization's own facilities, are
allowable only when the course or degree pursued is relative to the field in
are

which the employee is now working or may reasonably be expected to work, and
limited to:

(1) Training materials.

(2) Textbooks.
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(3) Fees charges by the educational institution.

(4) "Tuition charged by the educational institution or, in lieu of
indirect costs of the

tuition, instrucitors’ sazlaries and the related share of
educational institution to the erxtent that the sum thereol is not in excess of
the tuition which would have been paid to the participating educational
insticution.

of

{5) Salaries and related costs of instructors who are employees
the organizati
each employee for time spent

of
excess of 156 hours per year and

(6) Straight-time compensation
attending classes during working hours not in
only to the extent that circumstances do not permit the operation of classes or
attendance at classes after regular working hours; otherwise, such compensation

s unallowable.

c.” Costs of tuition, fees, training materials, and textboolks (but not
subsistence, salary, or any other emoluments) in connectiop with full-time
education, including that provided at the organization's own facilities, at a
post-graduate (but not undergraduate) college level, are allowable only when the

employee 1s now

course or degree pursued is related to the field in which the
and only where the costs receive

working or may reasonably be expected to work,
the prior approval of the awarding agency. Such costs are limited to the costs
attributable to a total period not to exceed one school year for each employee

so -trained. In unusual cases the period may be extended.

up to 16 weeks per employee per year at

y designed to enhance the effectiveness of
positions are allowable.

thooks and related

d. Costs of attendance
specialized programs specifica
executives or managers or to prep

of
11
are employees for such
s, training materials,

Tex

Such costs include enrollment fees,
charges, employees' salaries, subsistence, and travel. Costs allowable under
those I courses that are part of a degree-

this paragraph do not include or
oriented curriculum, which are allowable

subparagraphs b and c.

only to the extent set forth in

e. Maintenance expense, and normal depreciation or fair rental, on

facilities owned or leased by the organization for training purposes are
27, and 50.

allowable to the extent set forth in paragraphs 11,

f. Contributions or donations to educational or training institutions,
including the donation of facilities or other properties, and scholarships or

-—_._fellowships, are unallowable.

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and ¢ 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 training and
education program, and that the course or degree pursued 1is relative to the
field in which the employee is now working or may reasonably be expected to

worl:.

50. Transportation costs. Transportation costs include freight, express,
cartage, and postage charges relating either to goods purchased, in process, Or
delivered. These costs are allowable. When such costs can readily be identified
with the items invelved, they may be directly charged as transportation costs or

.
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consanvent, adquitable procedura an this respect.

L Travel anova

. Ganeral. YTravel costs are the eaxpanses for Cransportelion, lodgling,
suhninrantce, and related Ltems incurred by ployeaen who ara :in travel statues on
Gificaal business of the non-profit organlzation.  Such Conts may he charged on
AL acTial cost basis, on oa per diem or mileage bhasis in lieu of artual costo

on of the two, provided the method used i applied o

rhourraed, or on oa combinat
o sntare Lrip and not to selected days of the trip, and results in charqgen
comsaatent with those normally allowed in like circumstances in the non-profi

Ovdaniration’s non-federally-aponsored activities,
b. Lodging and subsistence. Costs incurred by employees and officers for
fravel, including costs of lodging, other subslstence, anc
shall be considered reasonable and allowable only to the extent such
not exceed charges normally allowed py the non-profit organizatbion in its
reqgular operations as the result of the nov-profit organization’s written
policy. In the absence of an acceptabls, writtep non-profit organization policy
regarding travel costs, the rates and amounts established under subchapter 1 of
Chapter 57, Title 5, United States Code (“Travel and Subsistence Expenses;
M.ileage Allowances”), or by the Administrator of General Servicaes, or by the
"resident (or his or her designee) pursuant to any provisions of such subchapter
).

maidental anpenseas,
costs do

travel

shall apply to travel under Federal awards (48 CFR 321.205-46/(a)
¢. Commercial air travel.

{1) Airfare costs in excass of the customary standard commercial
airfare (coach or equivalent), Federal Government contract airfare (where
auchorized and available), or the lowest commercial discount ailriare are
unallowable except when such accommodations would: (8) require circuitous
rg; (o) exceszsively prolong

routing; f{b) reguire travel during unreasonable hou
travel; (d) resulf in additional costs that would offset the transportation
i (2) offer accommodations not reasonably adequate for the traveler’'s

medical needs. The non-profit organization must justify and document these
conditions on & case-by-case basis ip order for the use of first-class airfare

to be allowable 1In such cases.

{2) Unless a pattern of avoidance is detected, the Federal
Government will generally not question a non-profit orgarization's
determinations that customary standard airfare or other discount airfare is
unavailable for specific trips if the non-proiit organization can demonstrate
either of the following: (a) that such airfare was not available in the
specific case; or (b) that it is the hon-profit organization’s overall practice
to make routine use of such airfare.

d. Air 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 exceeds the cost of allowable commercial air travel, as provided for in
subparagraph] c., is unallowable.

1
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e. Foreign travel. Direct charges
only when the travel has
trip nust recei
includes

received pr

separate fToreign
wforeign travel”
and any United States
non-profit or

provision, any
United States,
terim “foreign travel” for &
neans travel ovitcide that country.

Trustees. Travel and subcistence cof

5.
The costs are subject

allowable.
and air travel cosls

jior approval
ve such approval.
travel outside
and pogsessions.

territories
located in &

provided in paragraph 51.

{gr foreign

travel cosls arc

altlowable

of the awarding agency - Bach
Foy purposes of this
Canada, Mexico, the
the

ganization

yo restrictions

.5 of trustees |
regarding lodgind,

Howevel,
foreign country

or directors) are
subsistence
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Urban Institute, Washington D.C.
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Circular No. &A-1Z23
Revised to show changee published in the Federal Register June 27, 2003
Audits of States, Local Governments, and Non-Profit Organizations

10 THE HEADS OF EXECUTIVE DEPARTMENTS AND LESTABLISHMENTS
SUBJBCT : Audits of States, Local Governments, and Nom-Profit Organizatione
4. Purpose. This Circular is issued pursuant to the Single audit Act of
1984, P.L. 98-502, and the Single Audit Acl Amendments of 1996, P.L. 1()4-156.'
It sets forth standards for obtaining consistency and uniformity among Federal
agencies for the audit of States, local govermments, and non-profit

organizations expending Federal awards.

2. Buthority. Circular 2-123 is issued under the authority of sectigns
503, 1111, and 7501 et seq. of title 21, United States Code, and Executive
Orders B248 and 11541.

3. Eescigsion and Supersesgion. Thie Circular rescinds Circular 2-128,
v"audits of State and Local Governments," issued April 12, 1985, and supersedes

vaudits of Institutions of Higher Education and
1996. For effective dates,

the prior Circular a-133,
Other Non-Profit Institutions," issued april 22,

see paragraph 10.
4. Policy. Except as provided herein, the standards set forth in this
Circular shall be applied by all Federal agencies. If any statute
specifically prescribes policies or specific requirements that diffexr from the
standards provided herein, the provisions of the subseguent statute shall
govern.
Federal agencies shall apply the provisions of the sections of this
Circular to non-Federal entities, whether they are recipients expending
Federal awards received directly from Federal awarding agencies, or are
subrecipients expending Federal awards received from a pass-through entity (a
recipient or another subrecipient).

This Circular does not apply to non-U.S. based entities expending
Federal awards received either directly as a recipient or indirectly as a

subrecipient.
5. Definitions. The definitions of key terms used in this Circular are
contained in § .105 in the Attachment to this Circular.

Reguired Action. The specific reguirements and responsibilities of

6.
Federal agencies and non-Federal entities are set forth in the Attachment to

-— - -tiris-Circutar Federsl—ageneies — .
either directly or indirectly, shall

making awards to non-Federal entities, . :
adopt the language in the Circular in codified regulations as provided in

Section 10 (below), unless different provisions are reguired by Federal
statute or are approved by the Office of Management and Budget (OMB) .

OMB_Responsibilities. OMB will review Federal agency regulations and

7.
implementation of this Circular, and will provide interpretatiomns of policy
effective and efficient

requirements and assistance to ensure uniform,

implementation.

B. Information Contact. Further information concerning Circular A-133 may

be obtained by contacting the Financial Standards and Reporting Branc_hi Office
Office of Management and Budget, Washington,

of Federal Financial Management,
DC 20503, telephone (202} 395-3993.

1
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will have a policy review Lhrae years Drom

O, Raview Date This
Ll dete of Losuance.

n 5 400 of the Attachment

The ztandards set forth

0 LEfective Dateg. i

to othas Clireulay, which apply directly to Faderal agencies, shall X ertive

July 1, 1996, and shall apply to audits of fiscal years beginning after June
400 (a).

A0, 1996, except as otherwise apecified in §&__

The gtandards set forth in this Circular that Federal agencies shall
apply to non-Federal entities shall be adopted by Federal agencies in codi
reculations not later than 60 days after publication of this final revision
in the PRederal Register, so that they will apply to audits of fiscal vears
heginning after June 30, 1996, with the exception that § _ .305(b) of the
Attachment applies to audits of fiscal years beginning after June 30, 1298.
The requirements of Circular A-128, although the Circular is rescinded, and

in effect for audits of fiscal years

che 1990 vargion of Circular A-~123 remain
heginning on or before June 30, 199%6.
The revigionsg published in the Faderal Regigtear Jdune 27, 2003, are
31, 2003, and =arly

effecrive For fiscal years ending after Decemher I
implewentation is not permitted with the exception of the definjtion of

ovaersight agency for audit which lg effective July 28, 2063.

Augustine T. Smythe
Acting Director
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Subpart A--General
.G_Q'_ L 0 () P\lrpOEle .

s forch standarde for obtaining congistency and uniformity
al antities expending Faderal

agqencras oy tne audat of nons Pades

amondg
awards.

§ .105 Definitions.
Auditee means any non-foderal eontlity that expends federal awards which

must he audited under this part.

Audivor means an auditor, Lhat is a public accountant or a Federal,
government audit organization, which meets the general

Fre .

LSrate or (o2
arandards aepecified in generally accepted government auditing sgtandards
(GAGRS ) . The term avditor does not include internal auditors of non-profit

GYrgan)lzZat rons .

Audit finding means deficiencies which the auditvor is required by

§ .510(a) to report in the schedule of findings and questioned costs.

CFDA numbel means the number assigned to a Federal program in the

Catalog of PFederal Domestic Agsigcance (CFDA) .

Cluster of programs means a grouping of closely related programg that
share common compliance requiraements. The types of clusters of programs are
research and development (R&D), student financial aid (§FA), and other
clusters. "Other clusters" are as defined by the Office of Management and

o

r
Budget (OMB) in the compliance supplement or as designated by a State for
to its subrscipients that meet the

Faderal awards the State provides to

definition of a cluster of programs. When designating an “"other cluster,” a

State shall identify the Federal awards included in the cluster and advise the
nt

suhrenipients of compliance regquirements applicable to the cluster, consister
with §_ .400(d) (1) and § .400¢d) {2y, respectively. A cluster of programs
shall be considered as one program for determining major programs, as
described in §_ .320, and, with the exception of R&aD as described in

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

Cognizant agencv for audit means the TFederal agency designated to carry

out the responsibilities described in § .400{a) .

Compliance supplement refers to the Circular A-133 Compliance
or such documents as

Supplement, included as BAppendix B to Circular A-133,
OMB or its designee may issue to replace it. This document is available from
the Government Printing Office, Superintendent of Documents, Washington, DC

20402-5325.

Corrective action means action taken by the auditee that:

(1) Corrects identified deficiencies;

(2) Produces recommended improvements; oY

(3) Damonstrates that audit findings are either invalid or do not
warrant auditee action.
Feders)l agsncv has the same meaning as the term agency in Section 551 (1)

‘of title 5, United States Code.

Federal award means Federal financial assistance and Federal cost-
reimbursement contracts that non-Federal entities receive directly from
Federal awvarding agencies or indirectly from pass-through entities It does

4
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include procurement contracts, under grants or contractg, used to buy

Any audite of such vendors shall be covered
Contracte to operate Federal
are excluded from the

not
goods or services from vendors.
by the terms and conditions of the contract.
Government owned, contractor operated facilities
reguirements of this part.

Federal avarding agency means the Federal agency that provides an award

(GOCOs)

directly to the recipient.
Federal financial assistance means assistance that non-Federal entities
receive or administer in the form of grants, loans, loan guarantees, property
(including donated surplus property), cooperative agreemsnts, interest
subsidies, insurance, food commodities, direct appropriations, and other
assistance, but does not include amounts received as reimbursement for
services rendered to individuals as described in §  .205(h) and §___ .205(i).

Federal program means :
All Federal awards to a non-Federal entity assigned a single

(1)
number in the CFDA.

(2) When no CFDA number is assigned, all Federal awards from the same
agency made for the same purpose should be combined and considered one
program.
(2) of this definition, a

(3) Notwithstanding paragraphs (1) and
cluster of programs. The types of clusters of programs are:

(1) Research and development (R&D);

Student financial aid (SFa); and

{11)
(iii) "Other clusters,' as described in the definition of cluster
of programs in this section.

GAGAS means generally accepted government auditing standards issued by
the Comptroller General of the United States, which are applicable to
financial audits.

Generallv accepted accounting principles has the meaning specified in
generally accepted auditing standards issued by the American Institute of
Certified Public Accountants (AICPA).

Indian tribe means any Indian tribe, band, nation, or other organized
group or community, including any Alaskan Native village or regional or

the Alaskan Natiwve

village corporation {(as defined in, or established under,
——-—Claims Settlement-Act} that—is—recegnized by the United States as eligible for
the special programs and services provided by the United States to Indians

because of their status as Indians.
effected by an entity's management and

Internal control means a process,
other personnel, designed to provide reasonable assurance regarding the

achievement of objectives in the following categories

(1) Lffectiveness and efficiency of operations;
and

(2} Reliability of financial reporting;

(3) Compliance with applicalble laws and regulations.
Internal control pertaininag to the compliance reguirements for Federal
programs (Internal control over Federal programs) means a process--effected by

A TTACHMENT
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her parsonnel --designed Lo provide reasonable

an ant) ty ‘s management. and ou
following objectives for Federal

assurance regarding che achievement of the
nIacHTams

i Transactions are properly racorded and accounted for to:
¢ reliable Zinancial statements and

(i) Parmit the preparation of
wejeral raports;

{ii) Maintain accountability ovar agsets; and

(iil) Demonstrate compliance with laws, regulations, and other
COMP L LANCE  Teduirements;

() Transactions are executed in compliance with:

and the provaE siong of contracts or grant

(i) Laws, regulations,
effect on a Federal program,

agraements that could have a direcy and material
and

.

i Any other Jaws and requlations that are identified in the
le

i
compliance gupplement; and

(3) Funds, property, and other assets are safequarded against Joss

rom unauthorized use or dispositlon.

Loan means a Federal lcan or loan guarantee received or administered by
a non-Federal entity.
te

Local government meang any unit of local government within a
ish J.o:al

)

m

inciuding a county, borough, municipality, city, town, township,
public authority, special district, school district, intrastate
2ounail of governments, and any other instrumentality of local

»—'«'U W

d 12
s ct,

H rTH 0
=S SRR RS

d
o

ve ent .

9

1 program determined by the auditor o pe a

Mar eI program means a Federa
ma’jor program in accordance with § .520 or a program identified as a major
program by a Federal agency or pass-through antity in accordance with

§ .215 () .

Management decision means the
or pass-through entity of the audit fi
the issuance of a written decision as to what

evaluation by the Federal awarding agency
£ dll’lga and correccive action plan and
corrective action is necessary.

State, local government, or non-profit

Non-Faderal entity means 3
organization.

Non-profit organization wmeans:

(1) any corporationm, trust, association, cooperative, or other

organization that:

(1) Is operated primarily for scientific, educational, service,

charitable, or similar purposes in the public interest;

(ii} Is not organized primarily for profit; and

(iii) Uses its net proceeds to maintain, improve, or expand its
operations; and

(2) The term non-profit organization includes non-profit institutions

of higher education and hospitals.
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OME means the Executive Office of the Fresident, Office of Management
and Budget.
Oversight agencyv for audit means the Federal awarding agency that
provides the predominant amount of direct funding to a recipient not ascigned
& cognizant agency for audit. When there ig no dirvect funding, the Federal
agency with the predominant indirect funding shall assume the oversight
The duties of the oversight agency for avdit are described

responsibilities.
in §__ .400(Db) .
Effective July 2&, 2003, the following is added to this definition:
2 Federal agency with oversight for an auditee may reassign oversight to
another Federal agency which provides substantial funding and agrees to
be the oversight agency for audit. Within 20 days after any
reassignment, both the old and the new oversight agency for audit Shdll
notify the auditee, and, if known, the auditor of the reassignment.

Pass-through entity means a non-Federal entity that provides a Federal
a Tederal program.

award to a subrecipient to carry out

Program-specific audit means an audit of one Federal program as provided

r
for in §  .200(c) and § .235.

Ouestioned cost means a cost that is guestioned by the auditor because

of an audit finding:

Which resulted from a violation or possible violation of a
regulation, contract, grant, cooperative agreement, or
governing the use of Federal funds, including

funds;

(1)
provision of & law,
other agreement or document
funds used to match Federal

(2) Where the cosis, at the time of the audit, are not supported by

adequate documentation; or
costs incurred appear unreasonable and do not reflect

(3) Where the
person would take in the circumstances.

the actions a prudent

Recipient means a non-Federal entity that expends Federal awards
received directly from a Federal awarding agency to carry out a Federal
program.

Research and development (R&D) means all research activities, both basic
and applied, and all development activities that are performed by a non-

Federal entity. Research is defined as a systematic study directed toward
fuller scientific knowledge or understanding of the subject—studied— The-term
research alsc includes activities involving the training of individuals in

research techniques where such activities utilize the same facilities as other

research and development activities and where such activities are not included
Development is the systematic use of knowledge

in the instruction function.
and understanding gained from research directed toward the production of

useful materials, devices, systems, or methods, including design and
development of prototypes and processes.

Single audit means an audit which includes both the entity's financial
statements and the Iederal awards as described in § .500.

the District of Columbia,
Guam, American Samca, the

State means any S5State of the United States,
Territory of the

Puerto Rico, the Virgin Islands,

the Commonwealth of
Northern Mariana Islands, and the Trust

Commonwealth of the




theraos, any multi-State, regronal, or

Pacifrce Tsiands, any rnatyumantality
and any fndian tribs as

interastote entity which has governmental functions
I3

defined in this section.

Student Finapcial Aid (5FA) iLncludes those orograms of general studant
soistance, such as those authorized by Titie IV of the Higher Education Act
of 1965, as amenced, (20 U.S5.C. 1070 2t seq.) which is administered by the
U.5. Dapartment of Education, and similar programs provided by other Federal
programs which provide feliowships or similar
for specified studian or

AgENCian, Tt does not include
Faderal aAwards Co students on @ competitive bhasis, ox

resnaa et

ral entity that expends Federal awards

yvient means a non-fed
does

received from a pass-through entity to carry out a Federal program, but
not Lnclude an individual that is a beneficiary of such a program. A
subrecipient may also be a recipient of other Federal awards directly from a
Federal awarding agency. Guidance on distinguishing between a subrecipient
and o vendor L5 provided Ln §__~A210.

subrecir

Tvpes of compliance requirements refers Lo the types of compliance
regquiraments listed in the compliance supplement. Eramples ancinde:
activities allowed or unallowad: allowable costs/cost principles; cash
management ; eliqibility;, matching, level of effort, earmarking; and,

reporting.

o
I
1
T
bR
b
o)
=t
ot
<
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Vendor means a dealer, merchant, or other seller providing
=}

1 shabs
goods or services that are reguired for the conduct of a Federal program.
These goods or services may be for an organization's own use or for the use of
benaficiaries of the Federal program. Additional guidance on distinguishing
herween o subrecipient and a vendor is provided in §_ .210.

Subpart B--Audits
s .200 Audit requirements.

Audit required. Non-Federal entitias that expend 5300, 000

2003) or more in a year
ic audit conducted for
Guidance on

(a)
(5500,000 for fiscal years ending after Deczmber 31,
in Federal awards shall have a single or program-speci
“hat year in accordance with the provisions of this part.
determining Federal awards expended is provided in §__ .205.

(b} single auvdit. Non-Federal entitles that expend 3300,000 (500,000

for fiscal years ending after December 21, 2003) or more in a year in Federal
awards shall have a single audit conducted in accordance with § 500 except
when they elect to have a program-specific audit conducted in accordance with

paragraph (e¢) of this section.

(c) Program—~specific audit electiion. When an auditee expends Federal
awards under only one Federal program (excluding R&D) and the Federal
program's laws, regulations, or grant agreements do not require a financial
statement audit of the auditee, the auditee may elect to have a program-
specific audit conducted in accordance with §  .235. 2 program-specific
audit may not be elected for R&D unless all of the Federal awards expended
were received from the same Federal agency, or the same Federal agency and the
same pass—through entity, and that Federal agency, Or pass-through entity in
the case of a subrecipient, approves in advance a program-specific audit.

(d) Exemption when Federal awards expended are less than $300, 000
($500,000 for fiscal vears ending after December 31, 2003). Ncn-Federal
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entities that expeud less than $300,000 (£500,000 Jor flscel years ending
after December 31, 2003) a year in Federal awards are exempt from Federal
audit requirements for that year, except as noted in §_  .215(a), hut records
must. be available for review or audit by appropriate cofficials of the Federal
agency, pass-through entity, and General Accounting Office (GAQ).
Development Centers (FTIRDC) .

{e) Federally Funded Research and
Management ol an auditee that owns or operates a FFRDC may elect to treat the
FFPRDC as a separate entity for purposes of this part.

Basis for determining Federal awvards expended.

§ .205
The determination of when

(a) Determining Federal awards expended.
award is expended should be based on when the activity related to the award
occurs. Generally, the activity pertains to events that require the non-
Federal entity to comply with laws, regulations, and the provisions of
contracts or grant agreements, such as: expenditure/expense transactions
cost-reimbursement contracts, cooperative agreements,
the disbursement of funds passed through to

associated with grants,

and direct appropriations; .
subrecipients; the use of loan proceeds under loan and loan guarantee

programs; the receipt of property; the receipt of surplus property; the
the distribution or consumption of food

receipt or use of program income;
commodities; the disbursement of amounts entitling the non-Federal entity to

an interest subsidy; and, the period when insurance is in force.
Since the Federal Government is

{b) Loan and loan quarantess (loans) .
at risk for loans until the debt is repaid, the following guidelines shall be

used to calculate the value of Federal awards expended under loan programs,
and {d) of this section:

except as noted in paragraphs (c)

(1) Value of new loans made or received during the fiscal year;
plus
the F¥Federal

(2) Balance of loans from previous years for which
Government imposes continuing compliance reguirements; plus
(3) Any interest subsidy, cash, or administrative cost allowance
received.
(loans) at institutions of hidgher

Loan and loan guarantees
When loans are made to students of an institution of higher
then only the wvalue of

{c)
education.
education but the institution does not make the loans,

-—-—.loans made_during the year shall be considered Federal awards expended in that

The balance of loans for previous years is not included-as-federal—————

year.
awards expended because the lender accounts for the prior balances.
(d} Prior loan and loap guarantees (loans). Loans, the proceeds of
which were received and expended in prior-~years, are not considered Federal
regulations, and the provisions

awards expended under this part when the laws,
of contracts or grant agreements pertaining to such loans impose no continuing

compliance requirements other than to repay the loans
{e) Cndowment funds. The cumulative balance of Federal awards for
endowment funds which are federally restricted are considered awards expended

in each year in which the funds are still restricted.

(1) Free rent. Free rent received by itself is not considered a
However, free rent received as part

Federal award expended under this part.




OF an award to cary y out a Federal progranm shall be incinded o determining

Fadaral swiards expended and subject to audit under Lhis part.

non-cash ass
property, or donated surpius
of receipt or the

stance, such as

Faderal

bepy VYallindg nop-cash asgistance.
frea rent, food stamps, Food commodities, donater
market valuse at the time

proparty, ashall be valued at falr
anmnensed value provided by the Faderal agency.

i Medicare. Medicare psyments to a non-Federal entity for providing
pariant care services to Medicare eligible individuals are not consgide
Faderdal awards expended under this part.

(1) Medicaid. Medicaid payments to a subrecipiert for providing
pataent care services to Medicaid eligible individuals are not considerad
FPederal awsards ezpended under this part unless a State recuires the funds to

traated as Federal awards expended because reimbursament is on a cost-

ey

rermburasement bhasgls.

provided by the National Credit Union

(i) Certain loans
from the National

Admuinistration. [For purposes of this part, loans made
Credit Union Share Insurance Fund and the Central Liquidity Facility that are
funded by contributions from insured institutions are not considered Federal

awards erpended.

& .210 . Subrecipient and vendor determinations.

An audites may be a recipient, a subrecipient, and a
a recipient or a subrecipient would be
subject to audit under this part. The payments received for goods or services
provided as a vendor would not be considered Federal swards. The guidance in
of this section should be considered in determining

paragraphs (b)Y and (c)
whether payments constitute a Federal award or a payment for goods and

(a) Genezral.
vendor. TFaderal awards expended as

ervices .

rdderal award

98] Federal award. Characteristics indicative uf a
received by a subrecipient are when the organization:

(1) Determines who 15 eligible to receive what Federal financiel

formance measured against whether the objectives
t

s r
of the Federal program are me
{3) Has responsibility for programmatlc decision making;

ponsibility for adherence to applicable Federal

(4) Has
re aments; and

program compliance

res
guir

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

the

(c) Pavment for aoods and services. Characteristics indicative of a

payment for goods and services received by a vendor are when the organization:

(1) Provides the goods and services within normal business

operations;
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ifferent

(2) Provides similar goods or services Lo many differ
purchasers; :

(3) Operates in & competitive environment;

(4) Frovides goods or services that are ancillary to the
operation of the Federal program; and

(5) 1s not subject to compliance requirements of the Federal
program.
There may e unusual

Use of judgment in maling determination.
In making the

{d)
circumstances or exceptions to the listed characteristics
subrecipient or vendor relationship exists, the

determination of whether a
substance of the relationship is more important than the form of the
agreement. It is not expected that all of the characteristics will be present
and judgment should be used in determining whether an entity is a subrecipient
or vendor.

(e) For-profit subrecipient. Since this part does not apply to for-
profit subrecipients, the pass—-through entity is responzible for establishing
requirements, as necessary, to ensure compliance by for-profit subrecipients.
The contract with the for-profit subrecipient should describe applicable
compliance requirements and the for-profit subrecipient’s compliance
responsibility. Methods to ensure compliance for Federal awards made to for-
profit subrecipients may include pre-award audits, monitoring during the
contract, and post-award audits.

(1) Compliance responecibility for vendors. 1In most cases, the
auditee's compliance responsibility for vendors is only to ensure that the
procurement, receipt, and payment for goods and services comply with laws,
regulations, and the provisions of contracts or grant agreements. Program
compliance requirements normally do not pass through to vendors. However, the
auditee is responsible for ensuring compliance for vendor transactions which
are structured such that the vendor is responsible for program compliance or
the vendor's records must be reviewed to determine program compliance. Also,
when these vendor transactions relate to a major program, the scope of the

audit shall include determining whether these transactions are in compliance
and the provisions of contracts or grant agreements.

with laws, regulations,

& .215 Relation to other andit requirements.

(a) hudit under this part in lieu of other audits. An audit made in

-——aeeordanee—with-this part-shall be -in lieu of apny financial audit reguired_
under individual Federal awards. To the extent this audit meets a Federal
agency's needs, it shall rely upon and use such audits. The provisions of
this part neither limit the authority of Federal agencies, including their
Inspectors General, or GAO to conduct or arrange for additional audits (e.g.,
financial audits, performance audits, evaluations, inspections, or reviews)
nor authorize any auditee to constrain Federal agencies from carrying out
additional audits. Any additional audits shall be planned and performed ip
such a way as to build upop work performed by other auditors.

(b) Federal agency to pay I Federal agency
that conducts or coniracts for additional audits shall, consistent with other
arrange for funding the full cost of such

for additional audits.

applicable laws and regulations,
additionel audits.
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() Reqguest for a progranm vo be aucs bed as a maler Drogran. A Fecloral
Agency may reguest an auditee to have a particulay Federel program avdited as
al agency conducting or arranging for the

suclh yacuests shouwld he made at
The

g mator program bn lieu of the Fader
oY RLanping,
faast 180 days prior vo Lhe end of the {iscal year to be audited.
anditee, after consultation wilth its auditor, should promptly respond to such
request by informing the Federal agancy whether the program would otherwise pe
avdived as a major program nsing the risk-based audit approach described in
The Federal agean~y

addivronal auda s, To allow

C520 and, Lf not, the sstimated incremental coOstT.

4
shall then promptly confirm to the auditee whether it wants the program
audited as a major program. if the program is to be audited as a major

this Federa) agency request, and the Federal agency agrecs
auditee shall have the program
enitity may use the provisions ofl

program based upon
o pay the full incremental costs, then the

o~

audited as a major program. A pass-through
this paragraph for a subrecipient.

& .220 Fraguency of audits.

for hrennial audits provided in paragraphs (a)
he parformed
hiennial

Except for the provisions
and (b) of this section, audabs required by this pert shall

annually. Any bisnnial audit shall cover bobth years within the

period.

{a) A State or local government that is required by constitution or
slatute, in effect on January 1, 1987, to undergo its andits less frequently
than annually, is permitted to undergo its audits pursuant to this part

piennjally. This requirement must still be in effect for the biennial period

undey audit.

any non-profit organization that had biennial audits for all

sty
[y
biennial periods ending between July 1, 1992, and January 1, 1835, i3
1y
1ly.

permitted to undergo its audits pursuant to this part hiennia

5 L 225 Sanctions.

No audit costs may be charged to Federal awards when audits regquired by
this part have not beaen made or have been made but not in accordance with this

In cases of continued inability or unwillingness to have an audit

part.
Federal agencies and pass-through

conducted in accordance with this part,
entities shall take appropriate action using sanctions such as:

Withholding a percentage of Federal awards uptil the audit is

(a)
completed satisfactorily:
(b) Withholding or disasllowing overhead costs;

(c) Suspending Federal awards until the audit is conducted; or

{d) Terminating the Federal award.

§ 230 Audit costs.

Unless prohibited by law, the cost of audits
made in accordance with the provisions of this part are allowable charges to
Federal awards. The charges may be considered a direct cost or an allocated
indirect cost, as determined in accordance with the provisions of applicable
OMB cost principles circulars, the Federal Acquisition Regulation (FAR) (48
CFR parts 30 and 31), or other applicable cast principles or regulations.

{a) Lllowable costs.

12




(1) Unallowable costs. A non-Federal eptity shzll not charge the

following Lo a Federal award:

hct Amendments

the Single hudit
this part.

(1) The cost of any audit under
of 199¢ (31 U.5.C. 7501 et _seq.) nolt conducted in accordance with
PThe cost of avditing a non-Federal entity which has Federal
5300, 000 (£500,000 for fiscal years ending after
thereby exempted under §  .200(d) from
having an audit conducted under this part. However, this does not prohibit a
pass—throvgh entity from charging Federal awards for the cost of limited scope
audits to monitor its subrecipients in accordance with §  .400(d) (3),

provided the subrecipient does not have a single audit. For purposes of this
limited scope avdits only include agreed-upon procedures engagements
either the AICPA’s generally accepted auditing

that are paid for and arranged by & pass-

(2)
avards expended of lecs than
December 31, 2003) per year and is

part,
conducted in accordance with
standards or attestation standards,
through entity and address only one or more of the following types of

activities allowed or unallowed; allowable
earmarling;

compliance reguirements;
costs/cost principles; eligibility; matching, level aof effort,

and, reporting.

S . 235 Program-specific audits.

(a) Program-specific audit auide available. Ip many cases, a program-
specific audit guide will be available to provide specific guidance to the
auditor with respect to internal control, compliance reguirements, suggested
aundit procedures, and audit reporting requirements The auditor should

contact the Office of Inspector General of the Federal agency to determine
When a current program-specific audit

follow GAGAS and the guide when

whether such a guide is available.
guide is available, the auditor shall
performing a program-specific audit.

(b) Program-specific audit guide not available. (1) When a program-
specific audit guide is not available, the auditee and auditor shall have
basically the same responsibilities for the Federal program as they would have
for an audit of a major program in a single audit

The auditee shall prepare the financial statement(s) for the
a schedule of expenditures of

(2)

Federal program that includes, at a minimum,
Federal awards for the program and notes that describe the significant

schedule of

accounting policies used in preparing the schedule, a summary
i .315(b), and a

prior audit findings consistent with the requirements of §
corrective action plan COnSlSLent with the requirements of §  .315(c).
(3) The auditor shall:
s} for the

(1) Perform an audit of the financial statement (
Federal program in accordance wilth GBAGAS:

(ii) Obtain an understanding of internal control and
perform tests of intermal control over the Federal program consistent with the

reguirements of § .500({c) for a major program;
(1ii) Perform procedures to determine whether the auditee
has complied with laws, regulations, and the provisions of contracts or grant
agreements thal could have a direct and material effect on the Federal progranm
.500(d) for a major program; and

consistent with the requirements of §




——

ir finchngs, perifomm praoceduoran

{(iv) FoLlow ap oon prior audit
roanness the reasonablenass of the summary schadule of prior audrt findings
prepared by the auditee, and report, as a current year andit finding, when the

& HBRY

nrior audit findings materia

sohaedule o
accordance with the

auvdiror concludes that Che sunmary
isrepresents the status of any prior andat Zinding in
racd rements of § 500 (e} .

(1) The auditor's report{s) may be in the form of eithexr
separate reports and may be organized differently from the manner

combiined or
state that the audit

preasepted in this section. The asuditor's reporti{s) shall
wan conducted in accordance with thnis part and include the following:

(or disclaimer of opinion) as to whether

{1} An opinion
presented fairly in all

Lhe fipanclal statement(s) of the Federal program 15
material respects in conformity with the stated accounting policies;

{ii) A report on internal control related to the Federai

program, which shall describe the scope of testing of internal cantrol and ihe

results of the teasts;

(iii) A veport on compliance which includes an opinion (nr
disclasmery of apinion) as to whether the asuditee complied with laws,
raegqulations, and the provisions of contracts or grant agreements which could

Nave a direct and material effect on the Federal program; and

A schedule of findings and guestioned costs for the
summary of the auditor's results relative to
consistent with § .505(d) (1) and findings

with the requirements of § .505(d) (3) .

{iv)
Federal program that includes a
Lhe Federal program in a format
and gueaestioned cosis congistenc

() Report submission for program-specafic audits.

The audit shall be completed and the reporting required by paragraph
submitted within the earlier of 30 days after
after the end of the audit

(1)
(c) (2) or (<) (3) of this section
raceipt of the auditor’s report(s), or nine months
period, unless a longer period is agreed to in advance by the Federal agency
that provided the funding or a different period is specified in a program-
specific audit guide. (However, for flscal years beginning on or before June
30, 1998, the audit shall be completed and the required reporting shall be
submitted within the earlier of 30 days after receipt of the auditor’s

or 13 months after the end of the audit period, unless a different

report{s),
Unless restricted by

period is specified in a program-speacific audit guide.)
law or regulation, the auditee shal) make rsport copies available for public

inspection.

(2) When a program-specific audit guide is available, the
auditee shall submit to the Federal clearinghouse designated by OMB the data
collection form prepared in accordance with §_ _ .320(b), as applicable to ¢
program-specific audit, and the reporting regquired by the program-specific
audit guide to be retained as an archival copy. BAlso, the auditee shall
submit to the Federal awarding agency or pass-through entity the reporting
required by the program-specific audit guide.

(3) When a program-specific audit guide is not available, the

reporting package for a program-specific audit shall consist of the financial
statement (s) of the Federal program, a summary schedule of prior audit
findings, and a corrective action plan as described in paragraph (b)(2) of
this section, and the auditor's report (s} described in paragraph (b) (4) of
this section. The data collection form prepared in accordance with

14 ' E
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§ .320(b), as applicable to a program-specific audit, and one copy of this
reporting package shall be submitted to the Federal clearinghouse designated
riso, when Lhe schedule of

by OMB to be retained as an archival copy.
findings and questioned coste disclosed audit findings or the summary schedule

of prior audit findings reported the status of any audit Iindings, the auditee
shall submit one copy of the reporting pachkage to the Federal clearinghouse on
behalf of the Federal awarding agency, or directly to the pass-through entity
in the case ol a subrecipient. Instead of submitting the reporting package to
the pass-through entity, when a subrecipient is not required to submit a
reporting package to the pass-through entity, the subrecipient shall provide
written notification to the pass-through entity, consistent with the
reguirements of §  .320(e) (2). A subrecipient may submit a copy of the
reporting package to the pass-through entity to comply with this notification
requirement. -

(d) Other sections of this part mav _apply. Program-specific audits

are subject to § .100 through § .215(b), § .220 through § .230,
.300 through § .305, § .315, § .320(f) through § .320(3), 8§ .400

s
through § .405, § .510 through § .515, and other referenced provisions
of this part unless contrary to the provisions of this section, a program-
specific audit guide, or program laws and regulations.

Subpart C--Auditees
§ .300 Audi tee responsibilities.
The auditee shall:

{a)  Identify, in its accounts, and
expended and the Federal programs under which they were received. Federal
program and award identification shall include, as applicable, the CFDA title
and number, award number and year, name of the Federal agency, and name of the

pass-through entity.
Maintain internal control over Federal programs that provides

all Federal awards received

{b)
reasonable assurance that the auditee is managing
Federal awards in compliance with laws, regulations, and the provisions of

contracts or grant agreements that could have a material effect on each of its

Federal programs.
and the provisions of contracts or

{(c) Comply with laws, regulatiomns,
grant agreements related to each of its Federal programs.
including the schedule

(d) Prepare appropriate financial statements,
7310

of expenditures of Federal awards in accordance with §

{e) Ensure that the audits reguired by this part are properly
When extensions to the report submission

performed and submitted when due.
are granted by the cognizant or oversight

due date required by § .320 (a)
agency for audit, promptly notify the Federal clearinghouse designated by OMB

and each pass-through entity providing Federal awards of the extension.
(1) Follow up and take corrective action on audit findings, including

preparation of a summary schedule of prior audit findings and a corrective

action plan in accordance with § .315(b) and § .315(c), respectively.

§ .305 Auditor selection.

ATTACHMENT . G
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{a) Auditoy procurement . in ¢ ogervices, auditees shall
{oliow the procurement standards prascribed by the Grants Managenent Common
Rule (hereinafter referred Lo as the “A-102 Common Rule"] published March 11,
ARy and amended BApril 19, 1985 {insert approprliate CFR citation), Circular
A=110, "Uniform Administrative Requirements for Grants and Agreements with
Tnstitutions of Higher Bducation, Hospitals and Other Woun-Profit
Urganizations," or the FAR (48 CFR part 42), as applicable {(OMB Circulars are

avallable from the Office of bhdministration, Publications Office, room 2200,
New Executive Office Bullding, Washington, DC 20503} . Whenever possiblie,
auditees ghall make positive efforts to utilize small businesses, minority-
owned firmg, and women's bugsiness enterprises, in procuring audit services as
Statad in the A-102 Comman Rule, OMB Circular A-110, or the FAR (48 CTR part
42), as applicable. 1In requesting proposals for audit services, the
objectives and scope of the audit should be made clear.

procuring auvdl

Factors Lo be

iderad in evaluating each proposal for audit services include the

responsiveness to the request For proposal, relevant experiance, availability
of svaff with profeggional gualifications and tachnical abilities, the results
of external guality control reviews, and price.

I

{b) Regtriction on auditor preparing indirect cost propogalg . An
auditor who prepares the indirect coat proposal or caost allocation plan may
not also be gselected to perform the audit required by this part when the
indirect costs recovered by the auditee during the prior year exceeded 51
mallion. Thig restriction applies to the bage year used in the preparation of
the indirect cogt proposal or cost allocation plan and any subsequent years
which the resulting indirect cost agreement or cost allocation plan is used to
recover costs. To minimize any disruption in existing contracts for audit
services, this paragraph applies to audits of fiscal ysars beginning aiter

‘

June 30, 1998.

in

ederal auditors may perform 211 or part

{c) Use of Federal it . F
his part if they comply fully with the

of the work required under
reqguiremerits of this part.

§ .30 Financial statements.
(a) Financial statements. The audites shall prepare financial

results of operations or

statements that reflect its financial position,
the fiscal ysar

changes in net assets, and, where appropriate, cash flows for
audited. The financial statements shall be for the same organizational unit
and fiscal year that is chosen to meet the reguirements of this part.
organization-wide financial statements may also include departments,
and other organizational units that have separate audits in
and prepare separate financial statements.

However,
agencies,
accordance with § .500 (a)

(b} Schedule of expenditures of Federal awardg. The auditee shall
also prepare a schedule of expanditures of Federal awards for the period
coverad by the auditee's financial statements. While not required, the
auditee may choose to provide information requested by Federal awarding
agencies and pass-through entities to make the schedule sasier to use.

when a Federal program has multiple award years, the auditee may list
t a

For

example,
the amount of Faderal awards expended for each award ysar separately.

minimum, the schedule shall:

(1) List individual Federal programs by Federal agency. For
Faederal programs included in a cluster of programs, list individual Federal
programs within a cluster of programs. For R&D, total Federal awards expended
shall be shown either by individual award or by Federal agency and major
subdivision within the Federal agency. For example, the National Institutes
of Health is a major subdivision in the Department of Health and Human

Services.
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subrecipient, the name ol
igned by the pass-throucgh

(2} For Federal awards received as
Lhe pass-through entity and identifying number a
entity shall be included.

() Provide total Federal awards expended for each individual
Federal program and the CFDz number or other identifying number when the CFDa

o
[y =)
&5

information is not available.
(4) lnclude notes that describe the significant accounting
policies used in preparing the schedule.

(5) To the extent practical, pass-through entitiesg should
identify in the schedule the total amount provided to subrecipients from each
Federal program.

(6) Include, in either the schedule or a note to the schedule,
the value of the Federal awards expended in the form of non-cash assistance,
the amount of insurance in effect during the year, and loans or loan
guarantees outstanding at year end. While not reguired, it is preferable to

present this information in the schedule.

§ .315 audit findings follow-up.

The auditee is responsible for follow-up and corrective

As part of this responsibility, the auditee
The auditee shall

The

(a) General.
action on a2ll audit findings.
shall prepare a summary schedule of prior audit findings.
also prepare a corrective action plan for current year audit findings.
summary schedule of prior audit findings and the corrective action plan shall
include the reference numbers the auditor assigns to audit findings under
§ .510(c). Since the summary schedule may include audit findings from
multiple years, it shall include the fiscal year in which the finding

initially occurred.
(b) Summarv_schedule of prior audit findings. The summary schedule of
status of all audit findings included in

prior audit findings shall report the
the prior audit's schedule of findings and guestion=d costs relative to
Federal awards. The summary schedule shall also include audit findings
reported in the prior audit's summary schedule of prior audit findings except
audit findings listed as corrected in accordance with paragraph (b) (1) of this
section, or no longer valid or not warranting further action in accordance

with paragraph (b)(4) of this section.

(1) When audit findings were fully corrected,
schedule need only list the audit findings and state that corrective actiom

the summazry

was taken.

{2)  When audit findings were not corrected or were omly

partially corrected, the summary schedule shall describe the planned
corrective action as well as any partial corrective action taken.
(2) When corrective action taken is significantly different from

corrective action previously reported in a corrective action plan or in the
Federal agency's or pass-through entity's management decision, the summary

schedule shall provide an explanation.

(4) When the auditee believes the audit findings are no longer
valid or do not warrant further action, the reasons for this position shall be
A valid reason for considering an audit
have

described in the summary schedule.

finding as not warranting further action is that all of the following
occurred :
Two years have passed since the audit report inm which

(i)
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vhe finding occurred was submicted to the Federal clearinghouss;

(ii) The Federal agency or pass -chrough entizy is not
currensly following up with the audites on the audit £inding; and
(iii) A management deCiulol was not issued.
(< corrective action pidan . At che completion of the audit, the

wudices ahall prepars a corrective action plan to address sach audit frnding
neluded in the current veay auditfoy's reports. The corractive actlion plan

ahall provide the name(s) of the contact person|(s) responsible for coyrective
action, the corrective action planned, and the ant icipated completion date.
't Lom auditee does not agree with the audit findings or believes corrsctive
action is not required, then the corrective action plan shall ifnclude an

ayplanation and specific reasons.

§_.320 Raport submlaslon.
{a) General . The audit shall be completed and the data collection

Form described in paragrapn (b) of this section and reporting package
dascribed in paragraph (¢} of this aection shall be submitted within the
carlier of 30 days after receipt of rhe auditor’s report{s), or nine nonths
afrer the end of the audit period, unless a longer period is agresd to in
advance by the cognizant Or oversight agency for audit. (However, for Liscal
years beginning on oY pefore June 30, 1998, the audit shall be completed and
the data collection form and reporting package shall be submitted within the
carlier of 10 days after receipt of the auditor's report(s), or 13 months
after the =nd of the audit period.) Unless restricted by law or regulation,
“he auditee shall make copies available for public inspection.

2L,

{n) D ee shall submit a data collection
form which states whether the audit was completed in accordance ¢ith this part
and provides information about the auditee, its Federal programs, and the
recults of the audit. The form shall be approvesd by OME, available fram the
Federal clearinghouse designated by oMB, and include data elements gimilar o
rhose presented in this paragraph. A genior level representative of the
auditee (e.g., State controller, director of finance, chief executive officer,
or chief financial officer) shall sign a statement LO pe included as part oi
“he form certifying that: the auditee complied with the raquirements of this
part, the form was prepared in accordance with this part {and the instructions
accompanying the form}, and the information included in the forwm, in its
ntirsty, are accurate and complete.

ata Collagtion. (1) The audit

o

¢

(2) The data collection form shall include the following data

o] aments:

issued on the financial statements of

(1) The type of report the auditor
gualiiied opinion, advarse

the auditee (i.e.. ungualified opiniomn,

opinion, or disclaimer of opinion).

that reportable conditions in internal
audit of the financial statements and
terial weaknessaes.

(ii) Where applicable, a statement
control were disclosed by the
whether any such conditions were ma

er the audit disclosed any noncompliance which

(iii) 2 statement as to wheth
1 statements of the auditee.

is material to the financia

(iv) where applicable, a statement that reportable conditions in internal
control over major programs were disclosed by the audit and whether

any such conditions were material weaknesses.

{+} The type of report the auditor issued on compliance for major
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programs (i.e., ungualified opinion, gqualified opinion, adverse
opinion, or disclaimer of opinion).

2 list of the Pederal awarding agencies which will receive a copy of
the reporting package pursuant to § .320{d) (z) of OMB Circulaxr

A-133.

(vi)

{vii) A yes or no statement as to whether the auditee gualified as a low-
.530 of OMB Circular A-133.

risk aunditee under §

The dollar threshold used to distinguish between Type A and Type B
of OMB Circular a-133.

(viii)
programs as defined in § .£20(b)

{iz0) The Catalog of Federal Domestic Agsistance (CFDA} number for each
Federal program, as applicable.

() The name of each Federal program and identification of each major .
program. Individual programs within a cluster of programs should be
listed in the same level of detail as they are listed in the schedule
of expenditures of Federal awards.

(>1) The amount of expenditures in the schedule of expenditures of Federal
awards associated with each Federal program.

(3xii) For each Federal program, a yes or no statement as to whether there
are audit findings in each of the following types of compliance
requirements and the total amount of any guestioned costs:

Activities allowed or unallowed.

(&)
(B) 2llowable costs/cost principles.

(C) Cash management.

AD) Davis-Bacon Act.

(E) Eligibility.

(F) Eguipment and real property management.
(G) Matching, level of effort, earmarking.

{H) Period of availability of Federal funds.
(1) Procurement and suspension and debarment.
{J) Program income.

(X) Real property acguisition and relocation assistance.
(L) Reporting.

(M) Subrecipient monitoring.

(1) Special tests and provisions.

(xiii) Auditee Name, Employer Identification Number (s), Name and Title of
Certifying Official, Telephone Number, Signature, and Date.

o (xiv) ___Buditor Name, Wame and Title of Contact Person, Auditor Address,
Auditor Telephone Number, Signature, and Date.

{xv) Whether the auditee has either a cognizant or oversight agency Ifor

audit.

{2vi) The name of the cognizant or oversight agency for audit determined in
accordance with § .400(a) and § .400(b), respectively.

Using the information included in the reporting package
described in paragraph (c) of this section, the auditor shall complete the
applicable sections of the form. The auditor shall sign a statement to be
included as part of the data collection form that indicates, at a minimum, the
source of the information included in the form, the auditor‘s responsibility
for the information, that the form is not a substitute for the reporting
package described in paragraph (c) of this section, and that the content of

(2)
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Live form is limited to the data =lements prescribed by OMR.

fe) Reporting package . The reporting package shall include che:

of expenditures of
), re

[ [Flinancial statce 2le o
110 (b}, respectively;

an
Fadaral awarde diacussed in § . 310

e of prior audit findings discussed in

(2} Sommary aschedu

g o 215 am
1) Auditor's report {s) discussad in § .505; and
{4 Corrective action plan discussed in § V315 (e) .
{d) Submigsion to clearinghousme. ALl auditees shall submit to the
Faderal clearinghouse designated by OMB the data collection form described in

paragraph (b) of thisg gsection and one copy of the reporting package described
i paragraph (e} of thig section for:

(1) The Federal clearinghouse to retain as an archival copy;

arid

(2) Rach Federal awarding agency when the achedule of findings
and guestioned costs discloged audit findings relating to Federal awards that
the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Federa)

awards that the Federal awarding agency provided diresctly.

{a) additional submission by subrecipients (1} In addition to the
requirements discussed in paragraph (d) of this section, auditees that are
also subrecipisnts shall submit to each pass-through entity one copy of the
reporting package degcribed in paragraph (¢} of this section for each pase-
throvgh entity when tne schedule of findings and questioned costs disclosed

that the pasg-through antity
audit findings reported the =z
pasa-through <

audit findingg vzlating to Federal awards
providaed or the summary schedule of prior
of any audit findings rzlating to Faderal awards that the
provided.

T

av
n

ve
ity

(LT

t

4

(z2) instead of submitting the reporting pachkage to a pass-
through entity, when a subrecipient is not required to submit a reporting

package to a pass-through entity pursuant to paragraph (e) (1) of this section,
the subrecipient shall provide written notification to the pass-through entity
that: an audit of the subrecipient was conducted in accordance with this part

(including the period covered by the audit and the name, amount, and CFDA
the

number of the Paderal award(s) provided by the pass-through entity);
schedule of findings and guestioned costs disclosed no audit findings relating
and, the

to the Federal award(s) that the pass-through entity provided;
summary schedule of prior audit findings did not report on the status of any
audit findings relating to the Federal award(s) that the pass-through entity
provided. A subrecipient may submit a copy of the reporting package described
in paragraph (c) of this section to a pasg-through entity to comply with this

notification reguirement.

(L) Reguests for report copies. In response to requests by a Federal
agency or pass-through entity, auditees shall submit the appropriate copies of
the rsporting package described in paragraph (c) of this section and, it
requested, a copy of any management letters issued by the auditor.

(g) Report retention 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 {c) of this section on
file for three years from the date of submission to the Federal clearinghouse
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designated by OME. JPass-througlh entities shall leep subrecipients!'
submiseions on file for three years from date of receipt.
(1) Clearinghouse responsibilities. The Federal clearinghouse
designated by OME shall distribute the reporting packages received in
(d) (2} of this section and §__ .225{c) (3) to
maintain a data base of completed

accordance with paragraph
applicable Federal awarding agencies,
audits, provide appropriate information to Federal ageuncies, and follow up
with lnown auditees which have not submitted the required data collection

forms and reporting packages.
The address of the Federal clearinghouse

{i) Clearinghouse address.
currently designated by OMB is Federal Audit Clearinghouse, Bureau of the

Street, Jeffersonville, IN 47132.
Electronic filing. Nothing in this part shall preclude electronic

(3)
submissions to the Federal clearinghouse in such manner as may be approved by
With OMB approval, the Federal clearinghouse may pilot test methods of

Census, 1201 E. 10th

OMBE.
electronic submissions.

Subpart D--Federal Agencies and Pass-Through Entities
§ .400 Responsibilities.
Recipients expending

{a) Cognizant agency for audit responsibilities.
more than $25 million (550 million for fiscal years ending after December 31,

200?) a year in Federal awards shall have a cognizant agency for audit. The
designated cognizant agency for audit shall be the Federal awarding agency
that provides the predominant amount of direct funding to a recipient unless

OMB makes a specific cognizant agency for audit assignment.

Following is effective for fiscal years ending on or before December 31, 2003:
To provide for continuity of cognizance, the determination of the predominant
amount of direct funding shall be based upon direct Federzl awards expended in
the recipient's fiscal years ending in 1995, 2000, 2005, and every fifth year
thereafter. For example, audit cognizance for periods ending in 1927 through
2000 will be determined based on Federal awards expended in 1955. (Howeaver,
for States and local governments that expend more than 525 million a year in
Federal awards and have previously assigned cognizant agencies for audit, the
requirements of this paragraph are not effective until fiscal years beginning -
after June 30, 2000.

Following is effective for fiscal years ending after December 31, 2003:

The determination of the predominant amount of direct funding shall be based
upon direct Federal awards expended in the recipient's fiscal years ending in
2009, 2014, and every fifth year thereafter. For example, audit

2004,
cognizance for periods ending in 2006 through 2010 will be determined based on
({However, for 2001 through 2005, the

- -~ —Federal awards—expended_in 2004 " 2
cognizant agency for audit is determined based on the predomimant amourmt of ——————————

direct Federal awards expended in the recipient's fiscal year ending in 2000).

Notwithstanding the wanner in which audit cognizance is determined, a Federal
awarding agency with cognizance for an auditee may reassign cognizance to
another Federal awarding agency which provides substantial direct funding and
agrees to be the cognizant agency for audit. Within 30 days aftexr any
reassignment, both the old and the new cognizant agency for audit shall notify
the auditee, and, if known, the auditor of the reassignment. The cognizant
agency for audit shall:

(1) Provide technical audit advice and liaison to auditees and

auditors.

(2) Consider auditee reguesls for extensions to the report
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The cognlzant agency for audic

submnicaion due date required hy § .320(a)

may orant. extensions for good cauge .
(29 Obtain oy conduct quality contrcl reviews of selected
and provide the results, when

audite made ny non-Federal auditors,
appropriate, o other interested organizations.

promptly inform other affected Federal agencies and
cials of any direct reporting by the
as reguired by GAGAS

(4
anpryonriate Federal law enforcement off
audlites oy s auditor of irregularities or illegal acts,

S
07 Jaws and requlations.

(%) Advise the auditor and, where appropriate, the auditee of
any deficiencies found in the audits when the deficiencles require corractive
action by the auditor. When advised of deficlencies, the auditee shall work
with the auditor to Ltake corrective action. If corrective action is not
takan, the cognizant adgency for audit shall notify the auditor, the auditee,
and applicable Federal awarding agencieg and pass-through entities of the
facts and make recommendations for follow-up action. Major inadequacies or
repecitive substandard performance by auditors shall be referred to
appropriate State licensing agencies and professional bodies for disciplinary
actiLon.

(6) Coordinate, to the extent practical, audits or reviews
made by or for Federal agencies that are in addition to the audits made
pursuant to thig part, so that the additional audits or raviews build upon
audits performed in accordance with this part.

(7) Coordinate a management decision for audit findings that
arffect vthe ¥ederal programg of more than one agency.

(8) Coordinate the audit work and reporting responsibilities .
amorg auditors to achieve the most cost-effective audit.

(9) For biennial audits permitted under § .220, counsider
auditee reguests to gualify as a low-risk auditee under § .530{a) .
(b) Oversight agency for audit responsibilities. An auditee which

not have a degignated cognizant agency for audit will be under the

does
general oversight of the Federal agency determined in accordance with
§ .105. The oversight agency for audic:
(1) Shall provide technical advice to auditees and auditors ag

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

1 awarding agency responsibilities. The Federal awarding

(c) Fede
rm the following for the Federal awards it makes:

agency shall per

ra
fo
Identify Pederal awards made by informing each recipient
of the CFD2Z title and number, award name and number, award yvear, and if the
award iz for R&D. When some of this information is not available, the Federal
agency shall provide information necessary to clearly describe the Federal

{1)

award.

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

(3) Ensure that audits are completed and reports are received
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in a timely manner and in accordance with the reguirements of this part.

{4) Provide technical advice and counsel to auditees and
auditors as requested.

(%) 1ssue a management decision on audit findings within six
months after receipt of the audit report and ensure that the recipient takes
appropriate and timely corrective action.

(6) Assign a person responeible for providing annual updates
of the compliance supplement to OMB.

(d) Pass-through entity responsibilities. & pass-through entity shall
perform the following for the Federal awards it makes:

Identify Federal awards made by informing each
award year, 1if

subrecipient of CFDA title and number, award name and number,
and name of Federal agency. When some of this information

the award is R&D,
is not available, the pass-through entity shall provide the best information. ..

(1)

available to describe the Federal award.

{2) Advise subrecipients of reguirements imposed on them by
Federal laws, regulations, and the provisions of contracts or grant agreements
as well as any supplemental requirements imposed by the pass-through entity.

Monitor the activities of subrecipients as necessary to

are used for authorized purposes in compliance with
agreements and

(3)
ensure that Federal awards
laws, regulations, and the
that performance goals ares

Ensure that subrecipients expending $300,000 (S500,000 for
2003) or more in Federal awards during

provisions of contracts or grant
achieved.

(4)

fiscal years ending after December 31,
the subrecipient's fiscal year have met the audit reguirements of this part

for that fiscal year.

) (5) Issue a management decision on audit findings within six
months after receipt of the subrecipient's audit report and ensure that the
subrecipient takes appropriate and timely corrective action.

. (6) Consider whether subrecipient audits necessitate
adjustment of the pass-through entity's own records.

. {7) Reguire each subrecipient to permit the pass-through
entity and auditors to have access to the records and financial statements as
necessary for the pass-through entity to comply with this part.

§ . 405 Management decision.

(a) General. The management decision shall clearly state whether or
not the audit finding is sustained, the reasons for the decision, and the
expected auditee action to repay disallowed costs, make financial adjustments,
or take other action. If the auditee has not completed corrective action, a
timetable for follow-up should be given. Prior to issuing the management
decision, the Federal agency or pass-through entity may request
additional information or documentation from the auditee, including a regquest
for auditor assurance related to the documentation, as a way of mitigating
disallowed costs. The management decision should describe any appeal process
available to the auditee.

(b) Federal agency. As provided in § .400(a) (7), the cognizant
agency for audit shall be responsible for coordinating a management decision
for audit findings that affect the programs of more than one Federal agency.
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Federal awarding agency is responsihble for

y.oa
relate Lo Medeval awards it

5

on for findings chatc
nate arrangsments may be made oh a case-by-cans
encies ooncerned.

Ag provided in § 400 (a
: Mg a management decisi
O recipilents. Al btexr

by agresmant among the FMedayal @

\
)
8

ko provided in § _ .400(d) (3}, the pasa-

c) Pase-chrouah esubtitv.
‘H“fﬂﬂh entlty shall be regponsible for malking the management decision {01,
audit findings that relate to Federal awards it makes to subrecipients.

() Time reguirementg. The entity responsible for making the
manadgement decision shall do go within six months of rezceipt of the audit
rEnor Corrective action should be initiated within six months after recsipt
of rhe audit report and proceed as rapidly as possible.

(=) Reference numhers. Managewment decisions shall inciude the

to each audit finding in accordance

reference numbers the audicor asgigned
1

with § 510y .

Subpart E--Audiltors
§ __.500 Scope of audit.
{a) General . The audit shall be conducted in accordance with GAGAS.
The audit shall cover the entire operations of the audiltee; or, at the option
of the auditee, guch audit shall include a geries of audits that cover

departments, agencies, and other organlzatlondl units which expended or

therwise administered Federal awards during such fiscal year, provided that
each such audit shall encompass the financial statements and schedule of
axpendicures of Federal awards for each such department, agency, and other
organizational unit, which shall be considersd to be a non-Federal entity.
The financial statements and schedule of expenditures of Federal awards shall
he: for tChe zame fiscal year.

The auditor shall determine whether the

() Fitancial statements.
financial atements of the auditee are presented failriy in all materizl
The

auditor shall also determine whether the schedule of zxpenditures of Faderal
awards 1s presented fairly in all material respects in relation to the

auditees's financial statements taken as a whole.

respects in conformity with generally accepted accounting principles.

addition to the reguirements of GAGAS,

{c) internal centrel. (1) In
the auditor shall perform procedures to obtain an understanding of internal
t a low

control over Federal programs sufficient to plan the audit to suppor
assessed level of control risk for major programs.

(2) Except as provided in paragraph {(c){2) of this section,
the auditor shall:
ting of internal control over major
for the assertions
and

(1) Plan the tes
programs to support a low assessed level of control risk
relevant to the compliance requirements for each major program;

(ii) Perform testing of internal control as planned in
paragraph (e} (2) (i) of this section.

(3) When internal control over some or all of the compliance
reguirements for a major program are likely to be ineffective in preventing or
detecting noncompliance, the planning and performing of testing described in
paragraph (c)(2) of this section are not required for those compliance
reguirements. However, the auditor sghall report a reportable condition
{including whether any such condition is a material weakness) in accordance
with § 510, assess the related contrel risk at the maximum, and consider

whether additional compliance tests are reguired because of ineffective
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internal control .
{d) Compliance. {1) In addition to the reguiremente of GAGAS, the
auditor shall determine whether the auditee has complied wilh laws
of contracts or granl agreements that may have

regulatione, and the provisions

& direct and material eifect on ite major programs.

each of
(2) The principal compliance reguirements applicable to most
Federal programs and the compliance reguirements of the largest Federal
programe are included in the compliance supplemsnt.
For the compliance requirements related Lo Federal
an audit of these compliance

(3)
Where therse have been

programs contained in the compliance supplement,
reguirements will meet the requirements of this part.
changes to the compliance reguirements and the changes are not reflected in
the compliance supplement, the auditor shall determine the current compliance
requirements and modify the audit procedures accordingly. For those Federal
programs not covered in the compliance supplement, the auditor should use the
types of compliance requirements contained in the compliance supplement as,
guidance for identifying the types of compliance reguivements to test, and
determine the requirements governing the Federal program by reviewing the
provisions of contracts and grant agreements and the laws and regulations

referred to in such contracts and grant agreements.

(4) The compliance testing shall include tests of transactions
and such other auditing procedures necessary to provide the auditor sufficient
evidence to support an opinion on compliance.

{(e) Audit follow-up. The auditor shall follow-up on prior audit

findings, perform procedures to assess the reasonablensss of the summary
schedule of prior audit findings prepared by the auditee in accordance with
§___ .315(b), and report, as a current year audit finding, whesn the auditor
concludes that the summary schedule of prior audit findings materially
misrepresents the status of any prior audit finding. The auditor shall
periorm audit follow-up procedures regardless of whether a prior audit finding

relates to a major program in the current year.

{f) Datz Collection Form. As reguired in § .320(b) (2), the auvditor
shall complete and sign specified sections of the data collection form.

§ .505 Audit reporting.

The auditor's report(s) may be in the form of either combined or
separate reports and may be organized differently from the manner presented in
this section. The auditor's report (s} shall state that the audit was
conducted in accordance with this part and include the following:

T T T T A& An opindtor—(or—disclaimer-of—opinien)—as—to whether the financiasl
statements are presented fairly in all material respects in conformity with
genexally accepted accounting principles and an opinion (or disclaimer of
opinion) as to whether the schedule of expenditures of Federal awards is

presented fairly in all material respects in relation to the financial

statements talken as a whole.

& report on internal control related to the financial statements
and major programs. This report shall describe the scope of testing of
internal control and the results of the tests, and, where applicable, refer to
the separate schedule of findings and questioned costs described in paragraph

(b)

(d) of this section.

regulations, and the provisions

(c) A report on compliance with laws,
of contracte or grant agreements, noncompliance with which could have a

N
n
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arataments This repore shall aiso include
as to whether the auditee ocomplied with

or grant agreements which

merts e e act on the financial
an opinion {or disclaimer of opinion)

Laws, regulations, and the provigions of contractg
“ould a direct and material effect on =ach major program, and, where

refer to the ssparace schedules of findings and guestioned costs

describad in paragraph ({(d) of chis section.

iy A achedule of findings and questioned costs which shall include

the Tollowing three components:

results which shall include:

1 A gummary of the avditor's res
(1) The type of report the auditor issued on the

financial stactements of the auditee (i.e., ungualified opinion, qualified
opinion, adverse opinion, or disclaimer of opinion};

(i1) Where applicable, a statement that reportable
condicions in internal control were disclosed by the audit of the financial
atatements and whether any such conditions were material weaknesses;

to whether the audit disclosed any

(iii) A gtatement as
statements of the audibtee;

noncompliance which ig material to the financial

(iv) Where applicable, a statement that reportable
conditions in internal control over major programg were disclosed by the audit
and whether any such conditions were material weaknesses;

{(v) The type of report the auditor issued on compliance
for major programs (i.e ungualified opinion, gualified opinion, adverse

2.y

opinion, or disclaimer of opinion);

(vi) A gtatement as to whether the audit disclosed any
h the auditor is regquired to report under § .510 (a) ;

e E v .
audst findings whi

9]

(vii) An identification of major programs;

used to distinguish between

(viiijThe dollar threshold
i g 520 (b),; and

Type A and Type B programs, as described in B

{ix) 5 statement as to whether the auditee gualified as
a low-risk auditee under § .530.

{2) Findings relating to the financial statements which are
reguired to be reported in accordance with GAGAS.
(3) Findings and questioned costs for Federal awards which

shall include audit findings as defined in § .510(a) .

(1) nudit findings (e.g., internal control findings,
compliance findings, questioned costs, or fraud) which relate to the same
issue should be presented as a single audit finding. Where practical, audit
findings ghould be organized by Federal agency or pass-through entity.

(1) sudit findings which relate to both the financial
statements and Federal awards, as reported under paragraphs (d)(2) and (d) (3)
of this section, respectively, should be reported in both sections of the
schedule. However, the reporting in one section of the schedule may be in
summary form with a reference to a detailed reporting in the other section of

the schedule.

§ .510 Audit findings.
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(a) sudit findings reported. The auditor shall report the following
as audit findings in a schedule of findings and qguestioned costs:

(1)
programs. The auditor's determination of whether a deficiency in internal
control is & reportable condition for the purpose of reporting an audit
finding is in relation to a type of compliance reguirement for a major program
01 an audit objective identified in the compliance supplement. The auditor
shall identify reportable conditions which are individually or cumulatively

Reportable conditions in internal control over major

material wealknesses.
(2} Material noncompliance with the provisions of laws,

regulations, contracts, or grant agreements related to a major program. The

auditor's determination of whether a noncompliance with the provisiomns of

laws, regulations, contracts, or grant agreements is material for the purpose
a type of compliance

of reporting an audit finding is in relation to
regquirement for a major program or an audit objective identified in the
compliance supplement .

(3) Known guestioned costs which are greater than £10,000 for
Known guestionesd costs

a type of compliance reguirement for a major program.
are those specifically identified by the auditor. In evaluating the effect of
guestioned costs on the opinion on compliance, the auditor considers the best
estimate of total costs questioned (likely guestioned costs}, not just the
questioned costs specifically identified (known gquestioned costs). The
auditor shall also report known guestioned costs when likely guestioned costs
are greater than 510,000 for a type of compliance requirement for a major
program. In reporting questioned costs, the auditor shall include information
to provide proper perspective for judging the prevalence and conseguences oi

the guestioned costs.

(4) Known guestioned costs which are greater than $10,000 for
a Federal program which is not audited as z major program. Except for audit
follow-up, the auditor is not required under this part to perform audit ,
procedures for such a Federazl program; 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 questioned costs for a
Federal program which is not audited as a major program (e.g., as part of
audit follow-up or other audit procedures) and the known guestioned costs are

greater than $10,000, then the auditor shall report this as an audit finding.

(5) The circumstances concerning why the auditor's report on
compliance for major programs is other than an ungqualified opinion, unless
such circumstances are otherwise reported as audit findings in the schedule of
findings and questioned costs for Federal awards.

Known fraud affecting a Federal award, unless such fraud
3 oy 2
[=8 PLirg

{6)
15 otherwise TEported as an audit fimdting 1w the schedule-of-findings
the

guestioned costs for Federal awards. This paragraph does not require
auditor to make an additional reporting when the auditor confirms that the
fraud was reported outside of the auditor's reports under the direct reporting

reguirements of GAGAS.
Instances where the results of audit follow-up procedures

{7)
disclosed that the summary schedule of prior audit findings prepared by the

auditee in accordance with § .315(b) materially misrepresents the status of

any prior audit finding.

() dudit finding detail. Audit findings shall be presented in
sufficient detail for the auditee to prepare a corrective action plan and take
corrective action and for Federal agencies and pass-through entities to arrive
at 2 management decision. The following specific information shall be
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included, ag applicable, in audit findings:

(1) Federal program and specific Federal award identification
including the CFDA titls and number, Federal award number and year, name of
Faderal agency, and nawe of the applicable passe-through entity. When
information, guch as the CFDA title and number or Federal award numbe,
avallable, the auditor shall provide the best information available to

2o ibhe the Federal award.

PR
LA

18 o

The criteria or specific raquirement upon which the audit

{(2)
or other citation.

e based, including statutory, regulatory,

fanding

(3) The condition found, including facts that support the
,

deficrency Jdentified in the audit finding.
{4) Tdentification of guestioned costs and how they were
computed.

Information to provide proper perspective for judging the
prevalence and consequences of the audit findings, such as whether the audit

findings represent an isolated instance or a systemic problem. Where
shall be related to the universe and the
in terms of dollar value.

(5}

appropriate, instances identified
number of cages examined and be quantified

' (6) The possible asserted effect to provide sufficient
information to the auditee and Federal agency, or pass-through entity in the
case of a subrecipient, to permit them to determine the cause and effect to

facilitate prompt and proper corrective actiom.

(7} Recommendations to prevent future occurrences of the

deficiency identified in the audit £inding.

naible officials of the auditee whizn there

practical .

(8) Views of
indings, to the extent pr

Spo
is disagreement with the aud §

resy
it £

(c) Reference numbers. Bach audit finding in the schedule of findings
and questioned costs shall include a reference number to allow for sasy

referencing of the audit findings during follow-up.

§ . 515 Audit working papers.

(a) Retention of workipg papers. The auditor shall retain working
aports for a minimum of three years after the date of issuance of
unless the auditor is notified in
oversight agency for audit, or
When the auditor is aware

apers and r
the auditor's report({s) to the auditee,
wrriting by the cognizant agency for audit,
pass-through entity to extend the retention period.
that the Federal awarding agency, pass-through entity, or auditee is

contesting an audit finding, the auditor shall contact the parties contesting
~he audit finding for guidance prior to destruction of the working papers and

3

reports.

(b} Acoess to working papers. Audit working papers shall be made
available upon request to the cognizant or oversight agency for audit or its
designes, a Federal agency providing direct or indirect funding, or G0 at the
completion of the audit, as part of a guality review, to resolve audit

findings, or to carry out oversight responsibilities comsistent with the
Access to working papers includes the right of Federal
as 18 resasonable and necessary.

purposes of this part.
agencies to obtaln copies of working papers,
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audit_findings from guestioned costs under §
. 510(a) (), and audit follow-up for—the—summaryschedule of

g 520 Major program determination.

(&) General . The auditor shall use a risk-based approach to determine
which Federal programs are major programs. This risk-based approach shall
include consideration of: Current and prior audil experience, oversight by
Federal agencies and pass-through entities, and the inberent risk of the
Pederal program. The process in paragraphs (b) through (i) of this section
shall be followed.
identify the larger Federal

The auditor shall
Type A programs are defined

(b) Step 1. (1)
which shall be labeled Type 2 programs.

programs,
as Federal programs with Federal awards expended during the audit period
exceeding the larger of:

) {i) $300, 000 or three percent
awards expended in the case of an auditee for which total Federal awards

expended egual or exceed $300,000 but are less than or equal to $100 million.
(.003) of

(.03) of total Federal

(1i31) 3 million or three-tenths of one percent
total Federal awards expended in the case of an auditee for which total
Federal awards expended exceed $100 million but are less than or equal to §10

billion.
(.0015)

{iii) $30 million or 15 hundredths of one percent
of total Federal awards expended in the case of an auditee for which total

Federal awards expended exceed $10 billion.
(2} Pederal programs not labeled Type A under paragraph (b) (1)

of this section shall be labeled Type B programs.
{3) The inclusion of large loan and loan guarantees (loans)
should not result in the exclusion of other programs as Type A programs. When
a Federal program providing loans significantly affects the number or size of
Type & programs, the auditor shall consider this Federal program as a Type A
program and exclude its valuss in determining other Type 2 programs.
) {¢) For biennial audits permitted under § .220, the
determination of Type A and Type B programs shall be based upon the Federal

awards expended during the two-year period.

(e) Step 2. (1) The auditor shall identify Type A programs which are
low-risk. For a Type 2 program to be considered low-risk, it shall have been
audited as a major program in at least one of the two most recent audit

perio@s {in the most recent audit period in the case of a biennial audit),
and, in the most recent audit period, it shall have had no audit findings
However, the auditor may use judgment and consider that

under §  .510(a).
.510(a) (3) and § __ .510(a) (4),

fraud under §

prior audit findings under § _ .510(a) (7) do not preclude the Type A program
from being low-risk. The auditor shall consider: the criteria im § __ .525(c),
§__ .525(d)(1), §__ .525(d)(2), and § _ .525{d) (3); the results of audit
follow-up; whether any changes in personnel or systems affecting a Type A
program have significantly increased risk; and apply professional judgment in
determining whether a Type A program is low-risk.

(2) Notwithstanding paragraph (c) (1)
approve a Federal awarding agency's reguest that a Type B program at certain
recipients may not be considered low-risk. For example, it may be necessary
for‘a large Type B program to be audited as major each year at particular
recipients to allow the Federal agency to comply with the Government
Management Reform Act of 1994 (31 U.&.C. 2515). The Federal agency shall
notify the recipient and, if known, the auditor at least 280 days prior to the

ATTACHMENT ... 4.
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and of the fiscal year to he audited of OMR's approval

(<) Step 3. (1) The auvditor shall identify Type B programsg which are

bhigh- riak using profegsional judgment .525. However,
‘)

and the ¢ricevia in §_
should the auditor select Option 2 under Step 4 (paragrapbh ({e) (2) (i) (B) of
this section), the auditor is not required to i(dentify mare high-riszk Type B
programs than the number of low-rizk Type A programs. Except for known
reportable conditions in internal control or compliance problems as discuss

e & 525(b) (1), § .525(b) (2), and § .525(c) (1), a single ”VJLeL¢u in
o he considered high-risk.

& . 525 would ﬂcldom cauge a Type B proqf&m
(2} The auditor is not expected to perform risk assessments on
Telatively amall Rederal programs. Therefore, the auditor is only required Lo
axceed the larger of .

periorm rigk assessments on Type B programs thal x4

threa-tenths of one percent (. .002) of

(1) $100, 000 or
total Federal awards expended when the audicee hag less than or equal to 5100
million in wotal Federal awards expended.

{1i) 5300,000 or three-hundredths of one pervcent (. 00021

of total PFederal awards expended when the auditee has more than 5100 million

n ototal Faderal awards expended.
o (e) sjtep 4. At a minimum, the auditor shall audit all of the
following as major programs:

(1) ALl Type 2 programs, except the auditor may exclude any
Type A programg identified as low-risk under S5tep 2 (paragraph (¢} (1) of this
aaction) .

(2] {1i) High-risk Tvpe B programs as identified under
2ither of zhe following two optians:

() Option 1. At least one nalf oi the Typs B

programs identified as high-risk under Step 3 (paragraph (d) of this secti
i) {(A) does not reguire the auditor to audi

except this paragraph (e) (2) (4
¥ Type B programs than the number of Jlow-risk Type A programs

high-ris
identified as low-risk under Step 2.
(B) ODtLOﬂ 2. One high-risk Type B program for
sach Type A program identified as low-risk under Step 2
(ii) Wnen identifying which high-risgk Typn B programg to

audit as major under either Option 1 or 2 in paragraph (e} (2) (i) (a) or (B),
the auditor is encouraged to use an approach which provides an opportunity for
different high-risk Type B programs to be audited as mejor ovar a period of
time.

(3) Such additional programs as may be necsssary Lo comply
with the percentage of coverage rule discussed in paragraph (f) of this
section. This paragraph (e) (3) may rsguire the auditor to audit more programs
as major than the number of Type A programs.
rule. The auditor shall audit as major
programs Federal programs with Federal awards expended that, in the aggregate,
encompass at least 50 percent of total Federal awards expended. If the
auditee meets the criteria in §___ .530 for a low-risk auditee, the auditor
need only audit as major programs Federal proglams w1th Federal awards
e¥xpended that, in the aggregate, encompass at least 25 percent of total
Federal awards expended.

(£) Parcentage of coverage

{(g) Documentation of rigk. The auditor shall document in the working
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papers the risk analysis process used in determining major programs.
{h) auditor's judament . When the major program determination was
perlformed and documented in accordance with this par the auditor's judgment
in applying the risk-based approach to determine major programs shall be
presumed correct. Challenges by Federal agencies and pags-through entitlies
shall only be for clearly improper use of the guidance in thisg part. However,
Federal agencies and pase-Lhrough entitiss may provide auditoreg guldance about
the risk of a particular Federal program and the aunditor shall consider this
guidance in determining major programs in audits not yet completed

For first-year audits,

(1) Deviation from use of risk criteria. the
auditor may elect to determine major programs as all Type & programs plus any
Type B programs as necessary to meet the percentage of coverage rule discussed
in paragraph (f) of this section. Under this option, the auditor would not be
reguired to perform the procedures discussed in paragraphs (e), (d), and (e)

of this section.
- {1) b first-year .audit is the first year the entity is audited
under this part or the first year of a change of auditors.
(2) To ensure that a freguent change of auditors would not
pre;lude audit of high-risk Type B programs, this election for first-year
audits may not be used by an auditese more than once in every three years

§ .525 Criteria for Federal program risk.

_(a) General. The auditor's determination should be based on an
overall evaluation of the risk of noncompliance occurring which could be
material to the Federal program. The auditor shall use auditor judgment and

consider criteria, such as described in paragraphs (b), (c), and {d) of this
section, to identify risk in Federal programs. &lso, as part of the risk
analysis, the auditor may wish to discuss a particular Federal program with
auditee management and the deral agency or pass-through entity.

(b) Current and prior audii experience. (1) Weaknesses in internal
control over Federal programs would indicate higher risk Congideration
should be given to the control environment over Federal programs and such
factors as the expectation of management's adherence to applicable laws and
regulations and the provisions of contracts and grant agreements and the
competence and experience of personnel who administer the Federal programs

(1) A Federal program administered under multiple
When assessing risk in a

internal control structures may have higher risk
;arge single audit, the auditor shall consider whether weaknesses are isolated
in a single operating unit (e.g., one college campus) or pervasive throughout

the entity.

(11) When significant parts of a Federal program are
passed through to subrecipients, a weak system for monitoring subrecipients
would indicate higher risk.

i (iii) The extent to which computer processing is used to
administer Federal programs, as well as the complexity of that processing,
should be considered by the auditor in assessing risk. New and recently
modified compulter systems may also indicate risk.

Q

- {2) Prior audit findings would indicate higher ris
particularly when the situations identified in the audit findings could have

R
significant impact on a Federal program or have not been corrected
{2) Feders]l programs not recently audited as major programs
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may he of hyghey risk chan Faderval prograwms recencly auvdized as MOy pPrograms

without audit findings.
chrough entities .

fc) Oversight exercigsed by Federal agengies and pagse-
{1} Oversight exergised by Federal agencies or pass-throuvgh entities could

ecent monitoring or other reviews performed by
ificant problemg would indicate
losed significant problems would

p?

indiycare rigk. For axample,
an oversight entity which disclosed no sic
Lowey rigk. However, monitoring which disc
indicare higher rigk.

with the concurrence of OMB, may

(2] Federal agencies,
OMB plans to provide thig

cdenvify Faderal programs whizh are higher risk.
irdensificarion in the compliance gupplement.

{cl) Inherent rigk of the Federal program. {1) The nature of a
Federal program may indicate rigk. Consideration should be given to the
extent to which the Pederal program

complaxity of the program and the
contracts for goods and services. For example, Federal programs that disburse
ia may be of

funds through third party contracts or have eligibility critewia
redeval programs primarily ipvolving staff payroll costs may

higher risk.
otherwise bz at low-risi.

have a high-rigk for time and effort reporting, but
¢ the

act

(2) The phase of a Federal program in its life cycle
Federal agency may indicate risk. For example, a new Federal program with rew
or interim requlations may have higher risk than an established program with
rime-tested regulations. Also, significant changes in Federal programs, laws,
regulations, or the provisions of contracts or grant agreements may increase

risk .

(3) The phase of a Federal program in its life cycle at
audirtes may indicate risk. For example, during the first and last years t©
an auditee participates in a Federal prograwm, the risk may be higher due t
start-up o1 clossout of program activities and staff.

(4) Type B programs with larger Federal awards expendsd would
be of higher risk than programs with substantially smaller Federal awards
expendad.

P8

20 Criteria for a low-risk auditee.

2]
tn

An auditee which meets all of the following conditions for each of the
preceding two years (or, in the case of biennial audits, preceding two audit
periods) shall gualify as a low-risk auditee and be eligible for reduced audit

coverage in accordance with § .520:
Single audits were performed on an annual basis in accordance with

A non-Federal entity that has biennial audits
unless agreed to in advance by the

(a)
the provisions of this part.
does not gualify as a low-risk auditee,
cognizant or oversight agency for audit.

{b) The avnditor's opinions on the financial statements and ¢
schedule of expenditures of Federal awards were ungualified. Howeve
cognizant or oversight agency for audit may judge that an opinion
qualification does not affect the management of Federal awards and provide

waiver.

he
¥, the

There were no deficiencies in internal control which were

under the requirements of GAGAS. However,
for audit may judge that any identified

the management of Federal awards and provide

(c)
identified as material weaknegses
the cognizant or oversight agency
material weaknesses do not affect

a waiver.
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None of the Federal programs had audit findings from any of the
{or, in the case of biennial

(d)

following in either of the preceding two years
audits, preceding two audit periods) in which they were clasgified as Type r

PIogramns :

(1) Internal control deficiencies whiclh were identified as
material wealknesses,
Noncompliance with the provisions of lawe, regulations,

material efiect on the Type A

(2)
&

contracks, or grant agreements which have
program; or

Known or lilkely questioned costs that exceed five percent
=

(3)

of the total Federal awards expended for a Type A program during the year.

Appendix A to Part __ - Data Collection Form (Form SF-SAC)
[insert SF-SAC after finalized]

Appendix B to Part _ .- Circular A-133 Compliance Supplemeant

Provisional OME Circular A-133 Compliance Supplemsnt is available

publications Office, room 2200, New

Note:
from the Office of Administration,
Executive Office Building, Washington, DC 20503.
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Health Information In Compliance With The Health Insurance Portability
And Accountability Act Of 1996 (HIPAA)
BUSINESS ASSOCIATE AGREEMENT

THIS BUSINESS ASSO }-,)ATE AGREEMENT (“Agreement”) is made and entered as of October 1
2008 by and between Abod-e Commuynitie a_
[corpora lon partnership, dba], whose business address is: 70/ E 3vd Steet SUHe ¥o6
Z elcs, CA 90612 (hereinafter referred to as “Business Associate”),
and the C 'Y OF LONG BEACH, a municipal corporation (hereinafter referred to as “City” or
“Covered Entry”).

WHEREAS, the City has a Department of Health that provides a multitude of health care and
related services; and

WHEREAS, in the course of providing health care and related services the City obtains
protected health information; and

WHEREAS, Business Associate performs particular duties and/or provides particular services
to the City; and

WHEREAS, the City wishes to disclose some information to Business Associate, some of
which may contain protected health information; and

WHEREAS, the City and Business Associate intend to protect the privacy and provide for the
security of protected health information incompliance with the Health insurance Portability and
Accountability Act of 1996 (“HIPAA”) and regulations promulgated thereunder by the U.S. Department
of Health and Human Services and other applicable laws, including, but not limited to Title 45, Section
164.504(e) of the Code of Federal Regulation.
NOW,

THEREFORE, in consideration of the mutual terms covenants, and conditions in this

Agreement, the parties agree as follows:

1. DEFINITIONS. Terms used, but not otherwise defined, in this Agreement shall have the same
meaning as those terms in the Privacy Rule codified in Title 45, Sections 160-164 of the Code
of Regulations.

2. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE.

a. Non-disclosure. Business Associate agrees to not use or disclose protected health
information other than as permitted or required by the Agreement or as required by law.

b. Safeguards. Business Associate agrees to use appropriate safeguards to prevent use of
disclosure of the protected health information

c. Mitigation. Business Associate agrees to mitigate, to the extent practicable, any harmful
effect that is known to Business Associate of a use or disclosure of protected health
information by Business Associate in violation of the requirements of this Agreement.

d. Reporting of disclosures. Business Associate agrees to report to Covered Entity any use or
disclosure of the protected health information not provided for by this Agreement of which it
becomes aware.

e. Business Associate’s Agents. Business Associate agrees to ensure that any agent,
including a subcontractor, to whom it provides protected health information received from,
or created or received by Business Associate on behalf of Covered Entity agrees to the
same restrictions and conditions that apply through this Agreement to Business Associate
with respect to such information.

f. Availability of Information to City. Business Associate agrees to provide prompt access to
protected health information in a designated record set to Covered Entity or, as directed by
Covered Entity, to an individual upon Covered Entity's request in order to meet the
requirements under 45 CFR § 164.524.
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g.

Amendment of Protected Health Information Business Associate agrees to promptly make
any amendment(s) to protected health information in a designated record set that the
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526 at the request of
Covered Entity or an individual.

Internal Practices, Business Associate agrees to make internal practices, books and
records, including policies and procedures and protected health information, relating to the
use and disclosure of protected health information received from, or created or received by
Business Associate on behalf of, covered entity available to the Secretary of the U.S.
Department of Health and Human Services for purposes of the Secretary determining the
business Associate’s compliance with the privacy rule.

Reporting of Disclosures. Business Associate agrees to document such disclosures of
protected health information and information related to such disclosures as would be
required for the City to respond to a request by an individual for an accounting of
disclosures of protected health information in accordance with 45 CFR § 164.528.
Availability of Information to Covered Entity. Business Associate agrees to promptly
provide to covered Entity or an individual information collected in accordance with section
2(i) of this agreement, to permit Covered Entity to respond to a request by an individual for
an accounting of disclosures of protected health information in accordance with 45 CFR
§164.528.

PERMITTED USES AND DISCLOSURES BY BUSINESS ASSOCIATE.

Except as otherwise limited in this Agreement, business Associate may use or disclose
protected health information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in this Agreement, provided that such use or disclosure would not
violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and
procedures of the Covered Entity. The specific use and disclosure provisions are as follows:

a.

d.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information for the proper management and administration of the business
Associate.

Except as otherwise limited in this Agreement, Business Associate may disclose protected
health information for the proper management and administration of the Business
Associate, provided that disclosures are required by law, or Business Associate obtains
reasonable assurances from the person to whom the information is disclosed that it will
remain confidential and used or further disclosed only as required by law or for the purpose
for which it was disclosed to the person, and the person notifies the business associate of
any instances of which it is aware in which the confidentiality of the information has been
breached.

Except as otherwise limited in this Agreement, Business Associate may use protected
health information to provide data aggregation services to covered entity as permitted by 42
CFR § 164.504(e)(2)(i)(B).

Business Associate may use protected health information to report violations of law to
appropriate federal and state authorities, consistent with § 164.502(j)(1).

OBLIGATIONS OF COVERED ENTITY.

a.

Notification of Limitations in Notice of Privacy Practices. Covered Entity shall notify
Business Associate of any limitations(s) in its notice of privacy practices of covered entity in
accordance with 45 CFR § 164.520, to the extent that such limitation may affect Business
Associate’s use or disclosure of protected health information.

Notification of Change or Revocation of Permission. Covered entity shall notify business
Associate of Any changes in, or revocation of permission by individual to use or disclose
protected health information to the extent that such changes may affect Business
Associate’s use or disclosure of protected health information.
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c. Notification of Restrictions. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of protected health information that Covered Entity has
agreed to in accordance with 45 CFR § 164.522, to the extent that such restriction may
effect Business Associate’s use or disclosure of protected health information.

PERMISSIBLE REQUEST BY COVERED ENTITY.

Covered Entity shall not request Business Associate to use or disclose protected health

information in any manner that would not be permissible under the Privacy Rule if done by

Covered Entity, except that this restriction is not intended and shall not be construed to limit

Business Associate’'s capacity to use or disclose protected heaith 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 faws relating to security or privacy, except where Business Associate or its

subcontractors, employees or agents are named as an adverse party.
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10.

11.

12.

13.

14.

MISCELLANEQOUS

a. References. A reference in this Agreement to a section in the Privacy Rule means the
section as in effect or as amended.

b. Amendment. The parties agree to take such action as in necessary to amend this
Agreement from time to time as is necessary for covered entity to comply with the
requirements of the Privacy Rule and the Health Insurance Portability and Accountability
Act of 1996. Amendments must be in writing and signed by the parties to the Agreement.

c. Survival. The respective rights and obligations or Business Associate under Section 6(c) of
the Agreement shall survive the termination of this Agreement.

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered Entity
to comply with the Privacy Rule.

LAW. This Agreement shall be governed by and construed pursuant to federal law and the
laws of the State of California (except those provisions of California law pertaining to conflicts
of laws). Business Associate shall comply with all laws, ordinances, rules and regulations of
all federal, state and local governmental authorities.
ENTIRE AGREEMENT. This Agreement, including Exhibits, constitutes the entire
understanding between the parties and supersedes all other agreements, oral or written, with
respect to the subject matter herein.
INDEMITY. Business Associate shall protect, defend, indemnify and hold City, its officials,
employees, and agents (collectively in this Section referred to as “City”) harmless from and
against any and all claims, demands, causes or action, losses, damages, and liabilities,
whether or not reduced to judgment, which may be asserted against City arising from or
attributable to or caused directly or indirectly by Business Associate, Business Associate's
employees, or agents in the performance of the duties under this Agreement or any alleged
negligent or intentional act, omission or misrepresentation by Business Associate, Business
Associate’'s employees or agents, which act, omission or misrepresentation is connected in
any way with performance of the duties under this Agreement. If it is necessary for purposes
of resisting, adjusting, compromising, settling, or defending any claim, demand, cause of
action, loss, damage, or liability, or of enforcing this provision, for city to incur or to pay any
expense or cost, including attorney’'s fees or court cost, Business Associate agrees to and
shall reimburse City within a reasonable time. Business Associate shall give City notice of any
claim, demand, cause or actions, loss, damage or liability within ten (10) calendar days.

AMBIGUITY. In the event of any conflict or ambiguity in this Agreement, such ambiguity shall

be resolved in favor of a meaning that complies and is consistent with HIPAA, HIPAA

Regulations and California law.

COSTS. |If there is any legal proceeding between the parties to enforce or interpret this

Agreement or to protect or establish any rights or remedies hereunder, the prevailing party

shall be entitled to its costs and expenses, including reasonable attorney’'s fees and court

costs, including appeals. v

NOTICES. Any notice or approval required hereunder by either party shall be in writing and

personally delivered or deposited in the U. S. Postal Service, first class, postage prepaid,

address to Business Associate at the address first stated herein, and to the City at 444 W.

Ocean Blvd., Ste. 1700, Long Beach, California 90802, Attention: Neighborhood Services

Bureau Manager, Community Development Department. Notice of change of address shall be

given in the same manner as stated herein for the other notices. Notice shall be deemed given

on the date deposited in the mail or on the date personal delivery is made, whichever first
occurs.
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15.

16.

17.

18.

WAIVER. The acceptance of any services or the payment of any money by City shall not
operate as a waiver of any provision of this Agreement, or of any right to damages or
indemnity stated in this Agreement. The waiver of any breach of this Agreement shall not
constitute a waiver of any other or subsequent breach of this Agreement.

CONTINUATION. Termination or expiration of this Agreement shall not affect rights or
liabilities of the parties which accrued pursuant to Sections 7, 12, and 14 prior to termination or
expiration of this Agreement, sand shall not extinguish any warranties hereunder.
ADVERTISING. Business Associate shall not use the name of City, its officials or employees
in any advertising or solicitation for business, nor as a reference, without the prior approval of
the city Manager or designee.

THIRD PARTY BENEFICIARY. This Agreement is intended by the parties to benefit
themselves only and is not in any way intended or designed to or entered for the purpose of
creating any benefit or right for any person or entity of any kind that is not a party to this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be duly executed with all
of the formalities required by law as of the date first stated herein:

(Name of Business Associate)

a A bﬁﬂl@ (l L )M,LLMJA\&

rporation, partnership, individual)

L7 2009 By: , \

person legally all to bind organization)

rite:_ K0 eSS W 1t

, 20 By:

(person legally allowed to bind organization)

Title:

CITY OF LONG BEACH, a municipal corporation

9 , 2007 % Assistant City Manager

rt Manager or designegemeuTa D FiidSUAkd
' SIE L

oRLERR S } aer el DR

The foregoing Agreement is hereby approved as to form this | ? day of
s

ROBERT E. SHANNON,

City Attorw
By: \ M

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,” “ v " “ primary covered transaction,” “principal,” “proposal,”

” o«

participant,” “person,
and “voluntarily excluded,” as used in this clause, have the meanings set out in the
Definitions and Coverage sections of rules implementing Executive Order 12549.

The recipient of Federal assistance funds agrees by submitting this document that it shall
not knowingly enter into any lower tier covered transaction with a person who is debarred,
suspended, declared ineligible, or voluntarily excluded from participation in this covered
transaction, unless authorized by the departmental or agency with which this transaction
originated.

. The recipient of Federal assistance funds further agrees by submitting this document that it

will include the clause 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: 4 b(’/f’/ (71/7/77/77“/&/9425

4 : i { , ; .
Name and Titlgrof Authorized Representative: %(ﬁ//? 7%\{,/4?/7€§? Pfc’élf/&/ﬂL cCeon

Y 2/9 /04

Signature Y Dafe
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CERTIFICATION REGARDING LOBBYING

Contractor(s) and lobbyist firm(s), as defined in the Los Angeles County code Chapter 2.160 (ordinance 93-0031),
retained by the Contractor, shall fully comply with the requirements as set forth in said County Code. The
contractor must also certify in writing that it is familiar with the Los Angeles County Code Chapter 2.160 and that
all persons acting on behalf of the Contractor will comply with the County Code.

Failure on the part of the Contractor and/or Lobbyist to fully comply with the County’s Lobbyist requirement shall
constitute a material breach of the contract upon which the City of Long Beach may immediately terminate this
contract and the contractor shall be liable for civil action.

The Contractor is prohibited by the Department of Interior and Related Agencies Appropriations Act, known as the
Byrd Amendments, and the Housing and Urban Development Code of Federal Regulations 24 part 87, from using
federally appropriated funds for the purpose of influencing or attempting to influence an officer or employee of any
agency, a Member of Congress, and office or attempting to influence an officer or employee of any agency, a
Member of Congress, and office or employee of Congress, any employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any federal grant, loan or cooperative agreement, and
any extension, continuation, renewal, amendment or modification of said documents.

The Contractor must certify in writing that they are familiar with the Federal Lobbyist Requirements and that all
persons and/or subcontractors acting on behalf of the Contractor will comply with the Lobbyist requirements.

Failure on the part of the contractor or persons/subcontractors acting on behalf of the Contractor to fully comply
with Federal Lobbyist Requirements shall be subject to civil penalties. The undersigned certifies, to the best of
his/her knowledge and belief, that:

No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to any
person for influencing or attempting to influence an officer or employee of an agency, a Member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection
with the awarding of any Federal contract, the making of any Federal grant, loan or cooperative
agreement, and any extension, continuation, renewal, amendment or modification of said documents.

If any funds other than Federa! appropriated funds have been paid or will be paid to any person for
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress in connection with the Federal
contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit Standard
Form — LLL “Disclosure Form to Report Lobbying” in accordance with its instructions.

The undersigned shall require that the language of this certification be included in the award documents
for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants, loans, and
cooperative agreements) and that all sub-recipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submission of this certification is a prerequisite for making or entering into this
transaction imposed by Section 1352 Title 31, U.S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less that $10,000 and not more that $100,000 for each

such failure. L
Agreement Number: Contract Agency: / \\

Name and Title of Authorized Representative: ROb n /"\Ll/l q /)CJ P/@W C£O
Aboge Commun 1+1eS 0?/9/0

Signature /Datk
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